FEDERAL RESERVE B A *
OF MEW YORK

Circular No. 10155 1
[ February 25, 1987

PROPOSED RISK-BASED CAPITAL FRAMEWORK
Comment Invited by May 13

To Al Depositary Institutions, Bank HoJding Companies, . .
am] Oters 8o¥1cernelé, e econoiI ?5e vl Heseve District
Following is the text of a statement issued by the Board of Governors of the Federal Reserve
System:

The Federal Reserve Board has requested comment on aproposed risk-based capital framework for
banks and bank holding companies.

The Board’s risk-hased capital proposal is based upon the proposed U.S./U K. A?reeme,nt on pri-
mary capital and capital adequacy assessment. This proposed Agreement is the result of discussions
betvieen the Federal Reserve Board, the Office of the Comptroller of the Currency, the Federal Deposit
Insurance Corporation, and the Bank of England.

~ The Proposal encompasses a common definition of primary capital and risk categories aimed a
brin mg ogether the assessment of capital adequacy and thé establishment of minimum capital
standiarGs o an international basis.

Comments should be received by the Board on this matter by May 13, 1987.

Enclosed — for depository institutions, bank holding companies, and branches and agencies of
foreign banks in this District— is the complete text of the proposal, which has been reprinted from the
Federal Register of February 19, 1987; capies will be furnished to others upon request directed to the
Circulars Division of this Bank (Tel. No. 212-720-5215 or 5216). Comments may be sent to the Board
of Governors, as specified in the notice, by May 13, 1987.

Questions on the proposal may be directed to Donald E. Schmid, Manager, Bank Analysis
Department (Tel. No. 212-720-6611).

E. Gerald Corrigan,
President.
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a J%r]olkg aertesase smrancc u%rn% dtat)helrrne entrtrelsdanddthe?r otent li ntpact on the dldnn]oetrclr%nvtverncplatreI r?r cha ia |Isn th
consolidated organization.

on of an approac atwguﬁé Under thrs re\%sed proposal and the de%rnedf rRurj)oges o%a/ rrsE ased

rrntaﬁs Fle ass1ets fﬁrt roposed K. Agreement, the ratro hot anuary 1980 proposal
esser '[ g usetul 11ves of suc . B ard W|||e ua ot ea t|v|t|e3 of nd this revise gr(aposanprovr%t at
Intang Ie assets or some other specified r consolidated subsi |a |es in order prrmary caprta s deter

c? 9

il st B e i
o W o °5nrs°3errntroa
for eﬁ]urgoseo oG capi gteur?nlr?rrastrgn%ucoutf emadge tthouh e oes Fapiey rpose, ain of &
ratios ederal Reserve vYJII ontHrue amendment to the Board sCaEnfa banking organrzat n’s assets 1S
fo monitor the evel an Ity of a orall  assjgned to'one 0 ve risk categories

OO

|de Ines (or other re uIatron
mtangrble assets and, af |t 06s now, to su sidjaries en cer ain an wethted accord mH to the relatr\re
consider tangible as well as state ctrvrtre or o 3%e m N acase rrfs of that categ orZ e determination
caprtal raflos In assessing.an B ofa n

jasis In light of ru entlal sset roupings Ft € as |9nmento
oﬂnrzatrons%erallc ital adequacy. c nsr era lons. For example, the Board werg rimarily retlect creditrisk
IS regar the Board expects. has al rea roposed, |n connectmn condiderations, With some sensitivity to
bankrn rganizations ex errencrn Wrth |ts pp sed rulemaking concerning |q+nd|ty and Interest rate risk.
substarttial growth, internally or th OU? r\ any nvestments in his rgvrsed proposal and the
acgursrtrons 0 marnfarn strong capital  rea estate eve §ment activities, that Pro posed U.S/UK. A reement on which
E itions substantially above minimum stments In su sidiaries engaoed I tis based contarn}so esr9n| ficant

U ervrsor ratios WI outsrgnrfrcant suC rea estate d eve o#]ment af vities modlfrcatlons t0t eJanua

rell ? intangibles, particularly goud e deducte capital In Broaosa fsomeo which have aIreadg
goggwi termrnrng campliance wi capital brie mlentroned anoye, First
The reyised risk-based proposal adequacy gyidelines. As has begn the “credit e uh ent” an{ B IS used In
contemplates deﬂuctrnge P case re Zr%rnoreafest te activities, 52 weighting the ISkf} f-nal ncehsheet
Inyestyents Ina uncqnsoldated FR 54 %Janua 11 872 the Board ' activities. Un er fa proach, the face
su sigiaries, and assoclated comananre would norma I?see mmentonany  am unto ﬁ ance sheef item Is
CU mg orntventur 541 romc Ita roposed requfatory. amendment to mutr a credit conversion factor,
the num atorab as from th gdBct Investments in certain other teres ting amount is assigned o’
enomrnator of both the propose “3k subsrdrarres for the purpose of assessing the ap%ro&rlate rrsl% ateqor dgendrng
based ratio an th ee}rstrngga tal-to-  capital ad equacy. upon the identity of the obligor and, In
total- assetsr fios. T ?ar elieves Bde the ropose reernent the certain cases, the maturity of the
that because t easseso BanE Tr ontr ue |ts mstrument
unconso ate SUbSI |ar|esa current trc of d ctln Second the revised proposal
as ocra com(_P nies are ”Ot ca |ta |nter ank drn so ca ital, Atcy gcludes commitments. to
re eC In 'n Orgam atlo 3 th t|s o|d|ngs of cap|ta 5 cur|t|es ex end creglit to consumers Wlt in the
conso atel tota as etsbsu assets |ssue Ot et banks. U'S. re uator catego lr ofcommr[ments orw hich a
are the eciurva nt of off-balance sheet encies have a reedﬁt casp e urrement |s roposed.
aSS(itS th U% such assets are not q 0rganiz t|0ns %g] in 30 |SCUS m0 er d0 uch
PCU?It?fltta %afltﬂtl?tgagcfountlzlgtlons ca |taq mst? meints SSuog oY guter d ﬁonstu 6l by altcrlerfrtconuversron factor
ca |ta7ra o eynonetﬁ P mercia Ing 0rganizations an ul

EXPOSE
f\ g) a on acasefr}g)}/n asg Dasls, g L|II'€ tO reach acryedlte urva(i BI'[ am?unt

organization o risk. For this feason, feductjon from pri oy ca it Th iat amount wou Id then be included j
He Bo FBE) ﬁreves thﬁt it WOU 3 |t1 1 * rimar cag]rta ins rumems % Rg asset | % ‘Inacco % Pce Wlﬂ]
appropriate to view tne equity ca 'tfl |ssue ot‘heﬂ) h/ nrzatro 3 errs cate arigs discussed below, The

Invested |n51ese ntrtes rrn% 3/ Such d uctrons oﬁ ﬁra eint F cit nclusion of consumer credit
'#DEO t'” terrs 3'” eren case of reciproca or ot orma or |nes as commitments represents a
aance s eettlassets an ”Ot informal arbangements In which banking ¢ ange from the Boar sJanuary 1980
gfnerﬁ ¥ava{La A SUQ{JOH Qf] the  Organizations swap Iprrmary Cﬁplta me
SEwnere In de 0? anrhz dog tUS fe |ns ruments in orde o rarset elr ird, althou?h the revised proposal
TODOS t)PYOVltes r et eayction 0 tha ratros wr outrn reality raising Poes no{ lic th{ recognize general
i R B e vy
| It ulati
consolidated prrmary capital. While this |nterstate stahke out’ dnves‘ ents that reco nrzesg collateral in th foPm of cash
4 The definitions of u consolrdated subsidiaries, Stat YqvtltontNeon\(/)gtrms OIC dG Treasury Govemmgngﬁ ey
an qvernment-sponsore
ag%(%c'%tee oo frﬁts'tersucatno ot Ve%ﬁge ort of Ygstments 12 CTR 2 14 Moreovr securities, an Pantees y e LE(
on ition &; gl J‘ateﬁ*& e Hgso CﬁPlta instruments [ssue vernment an qvernme tagencres
ompany y othér banking organizations but The definitions of Government agencies
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and Government-spons red encres
aredrscusseﬂebﬁogv Thu roposal
mcludefs In the 25 ecent ns egoory
claims ullv collateralized by cas
de 0sit In the len n%mstrtutron or bx
Governmentor overnment agency
securrtres ﬁ]orbogs of claims
uarantee (Government or
S. Govern ent ag>encres Claims
coIIateralazed by Ui>, Government-
ﬁo% ore ﬁenc qheht are assrgﬂed to
the Eerce t weight cate orv
la< Propos tus ][ec zeﬁ the
rrs reducm effects of collateral in the
form % overnment securrtres and
cash, but does not ex? icitl (v F
account of any other h fcollateral,
uarantees or credit en cements
owever, all forms of collateral and
?uarantees are consrdered bx xamrners
n evaluatin assetciua |trv re taken
Into account’in making an overall
assessmentt]o capital IOIe uact
urth, this proposal does no
E?rcrtp mcof'J ate trans?er rsk
trnctrons amon% fore gon countrres in
assignin setsa alance sheet
|te s to |s cateﬁorr s Te oar S

nuary 1988 Spr) % sh 0r -term
arms onU ower
cate orv than si arcarmson orergh
P h© Board’s gar er prop osa S0
urther distinquished between c armf,on
banks and go ernments in mdustrra
versus non industria count(ne ase

Fand World Ban |s of
mdustrr al market economies. This
revrsed proposal treats clarms onall
banks, oret%n and ?rc Ina
equivalent fashion an acesmt?
?tandard risk cater%o%clarms ona
orergfn Igovlernme at involve
transterris

Althou h the LPr(?gosed risk-hased
ca Ital rdtio.t (f es not take account
o transfer ris mtmctronsarnon?|
oreign countries, transfer ris
contiue fo emonrtored os the
fxamrnatron Ip oce?]s ﬁ

%exlposu es to rs countr es

equired to majntain capita
Eosrtrons bove the minimum ratios.

valuation of transfer risk on an

individual basrs IS consistent with thO
re urrements of section 904 of 1LSA, 12
%J “ (b), which r?vrdes ‘tH
ederal ban gda encies shall estab
examination and Supervisory
procedures to assure that such foreign
country exposure and transfer risk are
taken | ntg account *n ev&luatm the
cai)rta equacy of banking_institytions.

n incor oratmg explicit distinctions
amang fo ergn cotintries In Its Januar
1968 propos |, the Board ha dhog ed i
the use of an alpproprrate list or sim fe
objective criteria to account for transter
risk would b©more practical than

country-by-country evaluations that
would Tequire frequent updatrng and
Publrcagon However, theB ar
emoved explicit transfer ris
drstrnctrons amo%forergn countries for
several reasons e list'of
|ndustr|a 1zed countries com(tuletd by the
F while perhaps more acceptable
than ossrb?e alte)rnatrves IS not based
u on rudentral criteria ortransferrrsk
nsr eatrons |\/|oreover it1s difficult
deve op simple, objective crrterra that
effe}ctrvelv drsérn urs countries with
? ges of transfer risk.
Finally, the trea ment ofcountry risk
contame in th %Boar 's January 1988
Pro osal could be viewed as different
the typical approach used in the
risk-hase Cﬁplta| easures ofoher
coungries, which assrﬂn alow ris
Werghtto claims on their own
govérnments or groups of affiliated
g?vernments while assig nmgeclarmf on
| other gov rnments totne qurv ent
ofastan ard risk categor 5, the
Januarv 1988 tpro osal might h ave
?nflrc ed with the Boards stated ?oal
conveg\trun g United States capita
pol |cres th'those of other industrial
countries.
. While the revised propgsal does not
incorporate explicit transfer risk
Istinctions among forejgn countries,
transfer BISk consrdeﬁatrons areno
totally apsent from the proposal. Thus,
F crrbed helow, Iocal currenc
claims on foreign centra overn
tow(

are placed In arelative (v
er entg risk category { fent the
?a currenc o, |t|e
oo ed |no ces locat |nt orergrh
untry The.reason ort IS 15 that suc
ms constHute national g?vernment
t‘]rlohst at do notinv %transfer
rrs orelgn government o |gat|ons
t atm\rolve transfer risk (that is, all
other claims on orer9 %o ernments)
are assigned to the standard (100
percent] risk category.
The tmes of assets and off-balance
sheet ittms in each category and the
rationale for assrgnm certain items to a

ents

particular cate ga e drscussed below
and in the Pf0§03
Generally, unless otherwise

reemen
spgecr?red short-term assets are defined
as claim@with a remarnmg maturity of

e rvear or |ess; long-ternt asset® are

ed as cIa|m® with a remarnrnﬂ

t(ltjvvlrt 0t morse thoa\nl gggter?nrma eof
e
member banks an%l/Bankh din
companies, and an ||Iustrat|ono how
the pro ose? risk-based capital ratio
would be calculated.
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TahSO 1

Summar oersl;Wer hts and MaJEo
Ris Caio_orres or State Member Banks
and Bank Holding Companies

Opercent

Cash—domestic and foreign
Claims on Federal Reserveé Banks

10percent

Short-term ( oneg ear or less) claims on
U.S. Government and Its Agencies

25percent

Cash items |n process of collection
rt-term claims on. domes(tjo
Rﬁsrto rastltutrons an e]

s, Incluaing foreign central banks
Lonr%; term claimson UJS. Government
l dits A Pencres b

aims (including repurchas
ajqree entsj gft%rahzerf by cash or
Government or Agency debt
Claims rquaranteeol by the U.
Government or its Agencies
Local currency claims on forew %entral
ﬂovernmen stot ee tentt at

as local currency liabilities

Federal Reserve Bank stock

50percent

Claims on U.S. Government-sponsored
CIA_genc_res| _ h
aims (including repur as
agree entsrs gllrt%rafrze XU&
overnment-sponsored Agency debt
General oblr%tron clam® on state®,
counties and municipaljties
Claims on multmatronal development

Institytions in which.U.S, is a
share ?der or contributing member

100percent

All other assets not specified above,
including

C|BIHI J] grlvate entities and

Lom ternbclal(ms on domestic and

oreign

All other claim® on foreign governments
and private obligors

Tabl«?

Summar of Off- Baknc© Sheet [tems
%onversronF actor® for State
er Bank® a BankHoI Ing
Companres

Direct credit subst |tut gfman ial
guarante@and standb ter 0 credrt
ervin tesamepur se 8 percent
credrtaonv?rsron acfor.

Trade-related contingencies
commercial letter® ofc edit, bid and
Eerform nce hon sa performance
fan bé/ etterso ®}—50 percent
credit conversion acto

wn
=

—
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Sale and repurchase agreemen san agovet depending on th® identity of the bmkgz r sh tems mth@grocessd
asset ales WHh refourse ij not rea y  onligor. Pl ore aﬁt domestic;
Included on the balance st}eet- claims (i n| rc f

nts? ateralized by cash

erce]tcredrt gconversion factor. ﬂ gem
erc?mmrtments mcludrng P ; eposit in t Ien Ing Institution or
overdraft actlities, revolving Off e sheet % gﬁg overnment or U.S; Government
underwriting facilities gRUFs/NIFt? sLyo agenc debt: portions of loans
underwriting commitments, commercial %uara teed by th® U.S. Government

and consumer credit lines. The credit Govern enta encies; local
conversion factors are: aﬂm currenﬁY claims on orergn central
Oercent—oneyearand less original $40,000 10 $40,000 Hover Fnts@totheexﬁ nt that a bank

aurrty G"%“rr‘st‘é’& cal currency liabi |t|es hooked in
oy one o fue years ctn%'%t s 20 X 05 soo Dt lorean codnfry, and ongterm, o

|

50 egcent—overt( ve years original e 10080 X 0% - 8§D Governmenta ences

aturity Tota s s 70000 50,0X f_Sfeverae ents é IS cat %ory
Credit Conyersion Factor To Be ' er fromt 0s€ '”C ed In the Board's
Beformime , . anuarg P roposal As noted above,

a. Categoryir Zero Weight He tm alms on forerq tian S
e Board sorr na

Interest rate swaps and other interest ForU S b nking or amzﬁtlifs thi

ersir
rate contracts roposal In tttat orelgn panks are
PR EXChange rate contract® Catg gudg amggSWI omestic gssrpne doihe samggrrskcate or
%era eserve Ban '

Table s aim S banks, and no distinctjon Is
The followin Oqtablﬁrllustrates the exclualng Federal Reserve Bantstock 88“ %r{ forerglnmanT he ese|3|t)J i
calculation of die risk-based capjta b. Category II: 10Percent include in this category short- terns
rato, as P]ro osed inthe U.S./ X This category includes short- term flarmswrth maturr(tlles of one year or
@g ement. This examplel%ssu claims on tﬁelX Gove nmenta YS ess on all b nks reflects comments in
n |ngorga$n|zat|0n wit Government ag encres t at Is oPera respons tﬁ Boar¢’s Janyary 198
fot asset] 50000|n certain off- cie whose debt obligations are ro osat ﬁerne usion maSow risk
balance sheet cre dit equivalent QpFC.tF quarantee % ﬁ]e full farth ? gory of on airms wit Jnaturrtres
amaunts, and.$7,000 in adausted grrmary and creditof the U.S. Government. The three months or less wou
capital as defined by the proposal Faeement fsuchca|m5 ina 10 percent  dIs ourzige Intermediate-term lending
tﬁgor% ?] ased on} £ VIEW tp]aPt and cou haveanegatrvermpacton
U ort term claims on t mter pank fundin rr}ar ets,
Goyer mené ear no credit risk, such ® assignment 0 ShOtt term claims
Reft category vefS gl claims could involve some inferestrat® o aIIbanks foreign and fmeSUC t0
¢ exposure. Moreover, such claims the 25p ercent cate%)ry reflects
B normally are highly liquid. rggo glttlr?n 7 the eot ogtne]rnge Oc ot
ilitati | effici
1 o g © Category Il 25 Percent unctronrng of the Imterbank tunding
5 Perent . X ; Thrscate?or inclydes short-term mar kets and % ls(rrr% to avor
100 Percant gip x4 mterbankcar s and assets tha} |scouraﬂrnrga anks from holdi qlr(lurd
— - nor ally havelrtteor no r\sk efa%t mterban Ims, Th |s} reatmen ﬁ
T fledng asran cant degree of [iguidit reflects a recognition of the actt
f;g' ot rr)ecgrc tems included n categor national governments geperally have
L] ot horgi termcarms grncu ing established su ggrvrso ramgwo rks to
A0 emand 0SIfs) on dome tli Eromote the stability ot their bankings
‘t% es r|ved ﬁosrtor nsfitu rons%n | foreign yitems
GEY: " 10350 ks® (including foreign central %eneral as a Jead?]/ mdrcated the
ﬁ%k%@”ﬁa%w i d P Cpe] e oL exp lecelst,|
0~ estic (U.S. |t insti tronsare
&5 PrOPOSE™. ... 0 = 686 ort cﬁr )oetﬁ)g e US, ang fore However, the revised p oposafrneludes

108500 anc 65,0 daﬁ |tor | tuﬂons

ngttgtrons% neﬁ%ua:r%n nsel gsn i}eJ gatoifgtean; (I)arem% %n file U.S. branches and agencies of the
foIIow taple illustrates, th E

g e | tjegur ale? " WG oo aencdesggrto{ztﬂsu?ﬂnén's”ﬁcd'é'on i g

Bl e sk T,
%X ? rgglr]ﬂ rp ncipa amoun an oanasocratronsc erat |ve ser de
£

=

P srt Eurocu rencw acements, reg aﬁ
versron Hnrons arb riternar na nkln facl ttreso eements, an rsa cefértance rwhich the
h | omestrc anks an eposrtoryr stitutions, ount ar%(rsa omesti
ch cregrt U|Va ent V ue Fareign banks are fe ?ed as or%anrzatrons thata oreign
“P%d “e”t f'ﬁt {ooe f”e 0 tH' e“th ?tes%tt e Y, o5 oo 52( ey %rﬁtdrtf'trtéjst%t”%'t’t’tethe
€ TIVE IS Categories i the tanie gﬁg the RervrsN ”gmone arf ?‘ %eres tqt]e d%no mefu B state, rovrncraﬁ
er eso ecout terrorganrza ion or or oc overnm tsra 0reign coun rte
1Maturity is defrne s the.state rr}at date anki rg[oh)e a ons recelve depasits to a govern ent- owne enterprises Ina ditjon, claims
or the eartl sﬁ 0ssIh 8 me Si whic ntra extentt in the requ %rcourse USiness: n forel n overnments.do not inclu (e rms on
uncon |0na \ caned the commitment, i eIattr 8 have egow r to accept BPS“S nonp ental entities quaranteed by Toreign
COmes |aims,on oreign banks are defined to nclude governments.

pository nstitution or
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l)n Cate]g ry dIeII claims fuII)(eco lateralized and could greatly expand any reporting The pr g ﬁgosed U.S./U.K. Agreement

Gas osit In the 1en mﬁ o(urrements establrshed to monitor e assigns short-term domes ccentral
trtutron orby U.S. Governme tor risk-nased measure. Second, the gov rnment securrtres to the 10 percent
Governme taoenc securitie dQ' existence of collateral may not always ate 0 and on -term central
ortigns of claims uarantee by t preclude losses since IegaYor ove ent}secu |t|est the 25 percent
. Government qr U S. Gover ment operational problems could arise ate or This maturlt rea IS
a encres As noted below, claims on P fecting a bank’s control ove 0r access |nte e to reco(gnrie aneement of
over ment-spo gored agencles to unde?lymg colfatera[ Interest rate risK’in long-term
em OWZJ claim uarantees are only as ood as the overnmenﬁsecurttre as well as the
atera ze S, Government- gtren th of th gua?/anto(]]' thus exp||c|t uidity inherent in sho ttelr
SﬁOﬂSOl’e a encY debt; are assigned to reco n|t|0n ofe Larantees be on what UI‘I&[GS enal ng the development of a
reergg errcoe otscjlt Us ecT eanz(est e 'S contalned mthe pt’OﬁOS&ﬂ mor?oa‘crectoaansgecs r|]r11|0rg\r}eepaslllvlenterest
I’IS %thnP e? ects ofco(t?ateral In the eggﬁ“u%‘gen?eeﬁ% %onmﬁaearrntgrrvsrdual gt% rosk Nonethe?eséJ It has been
C%rsrﬂ]w of U.S. Government securities and ents that woulg appear {0 be ar g?n ntwhe%tt ssrgccuemoem Setz'fr cneong'r%IdIt
et af 1efL to the on-Site examination. ?rsk both short- and long-term securities

The framework does not explicitl
talﬁe account of any other t orp / F'“a'!;%n%gﬁ{%?atﬁ%%sv%tycgnng?t’}}ﬁn@trﬁg‘td should be assigned to 6he same risk

ma
collateral, guara tees orso canlld redit category, perhaps the 0 or 10 percent
e Lancemegnts 1hus, collatera emtch %ﬁﬂﬂr{wgtﬂ}ﬂgeprrget?%g:ﬁncPrgﬁvrt,%igntges catsgor). Wih |epthe Fiskobased catal
orm of orerrgg %vernment debt, ank All of these factors suadest that the ratiq Is Intended to focus dpnmanl yon
ebt, or oar ntees issued o)rer NOT  Bank exposure are moré ap ropnately Inappropriate in View of the fact th at
do not affect th assr%nment ofcalmsto SUDeT/ISory examination. involves some operational an mterest
risk cate orres In addition t errs he B yd ] 1988 | [ate risks. Onthe other hand, placin
based proposal does not explicitly ¢ doetar dS anuarﬁ ; VtOPOS?h 30 long-term Government ﬁecurréres in
reoog ize guarantees In the formkofthe assrgnet rﬁ 'qg accoTn asse 5(? €U 10 percent catertqor could understate the
sale 0f risK particip atrons in bankers ereen ”g ca 0 he revise pr% entjal form erest rate exposure.
accerptance orstandbg etters of credit, roposaﬁ\ OGt not Ijjcor orate 8 us, "ht e ahsence of a more
or credit en ancemené in the form o aIP roacn, ratner, all assets, Inclu '39 ehensive measure of interest rate
stan bny etttirs of credit ackm? da in accohunt asses, are aSﬁr%ne rrs A Boarg i proposing 0
outsta 0an rmvestmen This Irectly to t eapproprrate risk tategory mcorporate the maty |tg eak foHUS
atter treatment | fers to sone degree P ing upon th g lde tity of the Gove nment securrtres s set forth n the
fﬁm the Board’s J anua } gro osal ﬁora d aPP Icanle, t ematurrty Bro posed U.S,JUK. Agreement ThF
ich recognized explici zth sale 0 9'”3U Ugtnk wo the assets oard recognrzes the | ﬁortanceo
risk participations In ban current In bank trading accounts, such consrstent pgroac to Interest rate risk
acce tances. 1he main reasons for this ~ as U.S. ovErnment and a enc%/ and seeks public comment on this 1ssue.
chanae were to bring the ro 056 securities, short-term obligations of q
freat%]ent of these p trcu ar |t msinto banks, and Igenera obligat] on munrcrpal Category IV: 50 Percent
ine with the pro osa[ gerae f securrtresa TS%I ed werg nts of 25 or This categor includ £ a8 ets that
aggrgac to duara tees rceﬂt wel below. th J)r(feﬂt have more it risk than the ﬁets
rdinate the Federal Re?erves Et t that is implicit |nt ¢ Boar cate orrze a ove, but g(fne al }%ess _
Pro posal wrth the.views of the other eXis mgcaprta t0 total assets redit risk than the standar mercial
equlatory authorities. uidelipes Nonetheless the Board ak Joan portfolio, This cateqor
he reoulato authorities do not wish ~ [ecognizes that as bank m or anrzatrons Includes clalms on U.S. Govern ent
Iscoyrage értrmat arran ements €C0 ernvo ved in tradinig a wider . rr)onsore a?encls at |F] ([renc
%ﬂgneq t0 reri ce credit exposure. ran vernmentsecurrtlef * F ablished or chartere P(
oate el and guarantees are 95” LetO ecogmze explicitly  the'redera ov?rn ent to serve public
current will co t|nue tob dlf erent risks Innere |

g f tn traging gur 0ses specifie b the U.S. Congress

considered by examiners in evaluatin account assets that are read Iay hrise debt obli agrons are nfo

asset qua |tg and are taken into account, Marketable and marked to mdrket ma explrcrt Iy gutarantee the full faith

aon? with other relevant factors, in frerﬂuentbasrs Thus, the Board seeks and credit'of the U.S. Government. |t

mda gan overallassessment of capital ment on how the risks associated Blso includes claims fully collateralized
adequac

resence arantees Wlth trading account assets might be vernment-sponsored agenc

and coll tera ki rugent? %Hmmr}stered assessed and how such assets Ight be det an 8|rectc|a|mspon ultinationl
and controlled, ma e that an treated In a risk-based capital development banks in which the U.S,
or\oamzatron can o?ﬁrate with lower ramework. government 1S a shareholder or

evels 0 capltal ough still at or The inclusion in Category HI of local ontrrbutrng member. The latter would
ahove the minimums) t Hwould currency claims nforerﬂnc ntral mcu e.a onﬂ(ot er mstrtutrons the
otherwise pe required If the organization ?overnments to the extent a bank has World Ban e Inter-A merrca
had not taken steps to limit its Credit ocal currency liabilities booked in that Deve mentB n Cate org 1V also
exposure. foreign country recognizes that such sgenera (Hrgat laims on

o}netheless there are several reasons  claims are delbit obligations of national omestrcstate and loca governments
for this very limited recognrtron of ?overnments that do'not Jnvolve transfer ~|fa clajm is secured bx (oforms of
collateral anqg uarantees. First, isk. All other claims on foreign collateral that re reo g a (e Plrcrtl
reco%ntron fo ol[ateral more broad| overnments are assigned to the 100 In }(he rtrro osal Ifferent
woufd significantly complicate the rdtio  percent category. risk categories, suc as US Government
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debt an L{)S Government %nsored rnstrume t®ghe Board helieves that the  contracts, ano co struFtroH bids. The
enc ebt the ¢ v¥ o(f credit equivalent ap i)ro G conversion.of trade-relate
ed to the i ero thet orrsk 106S SUpervis ?%eaterf ity ontin enrhes at the 50 percent level is
? tle orrﬁs pr? t at 1Ih im s or actoring new off-balance sheet ased on the view that the counterparty
? tera rze aim that I rn tuments into a risk-based capital Involved in such contrnoencr%s hasa
notful ysecure a [o dourrent strong incentive fo meet'its obli atrons if
elrket value, woul In the J)ro osed USJUK. Agreement It wishes to continue to con uct Its day-
r1S categor IrT)]proPrrat or an (grplre © OOPercentconver rfonf ctor to a}/ commercral business. Moreover,
unsecured clal he obligor. 0 br(ict cnrgroC|§ubagrtutegeg%nH rade-re atetcontrnﬁetnt
ations are often short-term, a
Kerce CategoryV( Standard R'Sk)- 100 standby Jetters o Cre ack " ban% e marntarneg that therrfoss
outsta rng frnaﬂcra Jaims of the record on these instruments is favorable.
Allassets notrncluded rnthe , account party. These direct cregit The cre it conversion factors
cate ories ahove are assigned to this upstitutes would include standpy pr r Hr mmitment
o posed for other co ents,
catedory. Itit appears that a claim could  [etters o credr\ or other equivalent inc dr verdraft facilities, rvo Vln
e ass ned to ore than ne cate%ory, Irrevocable ob rﬁratrons [ surety creét{rt tagc?rtres note 1ssuance acr rtre
-term cfal arrangement orguarantee Commerma ang consumer

or ex am o1
ere seeure repa ento?commercra r, fax

ovelgt 56&5 fg the caim 16 (Ptsgcurtles or e CEnmerCIa n?é?rﬂ?ltmgt‘t?reacrgntr'ﬁﬁtﬁ?emer(\’/rrét’r'rrtﬁly n

eassrgne tot ower of the orrn 1] oans r debt obligations.  this reqard is defined by the earliest

tWﬂ\ ﬁﬁte%he assetst ically foun ddition, sale an [P asg possrb?e oint in time { atﬁn ankcan

ég 5 é‘ areements an asset sales Wit at Its fon unc%ndrtrona cancel its

oan portfolio would be assigne rec use tot extent not alread
tﬂe 100 reent catePor Sets HP@[ nancra1l rnstréutro 'S Comﬂén?eponﬂotﬂ [;E,"vaeé. crislssron
Include: on%termcar sgn domestic alance s eet)aeconverte at 100 rrPaFturrt is eneral?y not a factor in
eROSIIO{yI strtutrons an forelg percent of thelr face amount. 10 Ioans to risk cateaories
banks; all'other claims on é)rerq Conversroln of these rtems at hhe 100 ﬁec use oncea direct | oan% een
central 0 ernments ncludin oca pergentl vel reflects the view that the .~ made the funds are d rsb rsed tot

currenc claims on fo er I]CE tral E
POVEI’H ents that exr1ee ocal currency roaq|

equi ento e risks
abrlrtresrnthat forelgn countr tat assoCigted with o the entire amount o te

an,
ance s et ifems
R‘as deterioration.of a loan Wltﬂ a %rort

i, claims op forejgn governments that Issuing s lnrnstrum 1, 2

enta?trans?er ok ﬂd a!l Olfer asels 1§ esamegcre 11k WA Teép o Isrt]aget(immatteUrrrt)é)eagsLnroeneotr Jess, Tesul
ncluding commertial and inoustral ™ customer hat tw uld Pave I it made a I gt X o e

oans ant lease fnancing teceivables,  direct extepsion ofcredi o e o mIent the Toner e term of the

esidential real estate and consumer ustomer. This treatment of standb
0ans. corgorate secyrities and fetterso crerﬁt rsaso Consistent with commrtmentt et the [1SK SInce
?ommercr I s or

paper ol Other claims on ihe actt ATk anbsrbe e t ere is a%reater ikelihood the
oreign privae Irgors and enera ycove ?P Rerrod

statutory limits on borrower’ financial circumstanc
rnr\éremtsngsents |g claxtg asse goarlr[%tclude7 oans toastrn e orrower, err nt the CO“d'“O” may change during ?‘ us
same credit réyiew a i
under the proposal, commitments
F d [gor i P z?turrt i iatieded ess

F ngov
oans to nondepository financial rocess as tradition

F the commitment rs oltstangin
Institutions, sith 2s surance Preate and anaﬁze% Ir?<e [oans by Vhank a0 o

wouldbe converted at 10 rcent; those
??rra] r?len Iceosmraa)ntrgggescr(r)vnejﬁaansl?rs)aﬁrs]%o exawrnersreae%e%tperr(\)/r%osress that trad Welgr anori Itnoat!an tﬁr%l%r rr‘otrle/re one%1 rs
e e D RS I By
b ok wrn mqanrrneg iS categor‘q Entren encies Inc de commercial letters 059 with an ori rnaj aturity of more
a0 inc gdomestrc Bix-exempistae  ofore tang ancesanr! than five years would be converted at 50
§ ocaF overnment revenuye a P ers of cr nLatterr cludes percent,
dustra evelopment bonds. }?atrons $a E<rn per ormtanceo The gtoeardos n%%q%l%fntlgg?]gmsg?sgg
I. Off-Balance Sheet ltems onena Icrr]laqso%gotﬁrmer e Et?@ %lrectf o fne Jpercent ass tr,sk

xtent permitted by
As noted aFove the oar]dsJanua raw or reauation iferjom]aﬁ)ce stanaby te%or Iowejr wer%Ht A sﬁo propsa

1986 Pro[Hp%a assrgned ss(ets and etters o P

certaln off-balance sheet items directly rrangements bac other e]rme late-term commitments and

to an aJ)proPrrate risk ¢ tegorgr ey %m S sub(;ontractorgi an 38 iers' er weight on | ong- term commrtments
contrast, this rogosa th perf%rmance [ahor and matertal han incor orated rnt e Bo rdsJanuary
treatment outlined in the progose u.S/ 1986 sal. Inad rtr&n t eBoa\r s

Agreement, that Is, a two-ste Janu r !l) roposal did not ex |crtI

credrtéJ urva%? Ea'o roacn to P thth%rree(gtg ue;cvr ;”Fegt“g%“.t‘ta%ﬂgt?%t g%a{tfsms rnclér blrﬂzﬁroﬁs In the form 0 cre] {1
determr n ances eet rISk The Ca?'lnCI %rGovernmen SOVOerlt’norpg al encresrinaerre gar (iCO sumer CPmmltm nts whic
face amou J an off-palance sheet item 95, ned, s with on-o s Cesj&eete e, 0 Include home eﬂurty ines and mortg ag

:%Cnttu tl?ee i gz(lg%dol\t/(gOQVerSWn appr oHrrate [k category based Upon the nattire o %o{?mrlgmgsnz}f Oeg & risk Cateog?”eese a}n
resu(itr amouEt IS, assigned to the ba% é\rsbagges unrccehsaglelrse % rrskgﬁJ dapatéﬁns in comr% rPt r}te ro[rr)roseda nsrtfomg
g at rrtat catt%o b(i epen rrag ST AER emetang’ass I8 % i F]eatment ents, rt)artrcu ar
€ 1aentl W] In oropria eatreg%ry epending Upon the identity of ~ tNE INCusIon commitments to

rtarn cases, on t ematurr consumers In the form of credit card
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lines, home equity lines and mortgage
commitments.
Commrtmenés for A’rsk -based capital
urposes, are erne aﬁ ang
rr n%ements that legally obligate a
anki gor anrzatroné urchase Ioans
or Fecu ities, or extend.credif in the form
P oansgr eases, part crr% %ronls in
oans and leases, overdraft facilities,
Fevo ving credit ?run erwriting
aci |t|eﬂ or similar transactrons
Generally, commitments Involve a
written contract or agreement, ?
commitment fee or%me other orm of
COPSI eration. For t urIposeo
calcu atmq the risk asset ratio, the
definition‘includes, Sf noted ahove
commjtments that obligate the banking
orﬂanrzatron to extend (iredrt to
co snmer or Inglivi uasrn the form of
retal ch it car S, c eck credit and
overdra {acr Ities, h Htee urr
mort aeq ines, and other si
arrangément
Co mrtments are to be ncluc?ed in
tne risk esset ratio reqar ess of whether
they contain “materigl adverse change”
cla sg é)r othe ro |srons that are
}nte e gire leve the bank of its
P igation under &ertam
condrtons owever en
arran? ents that are unc ndrtrona g
can elaple at an time att eoptron
the an wotu ot pe eetme to be
commjtments for risk asset purposes
provided tHJ bank, |E fgép a esa
eparate credit decision s u onte
Frowersh Hrrent Inancial con |H
ore eac rawm% under the | en
K Arranneme ts under which a
organ za%tro agrees to extend
cre r a spec

erro even If
uncondrtronally cancelable ata]n y time,
oul COHS'[I{U'[E commr(lImens 0

b el L b

aPOH'[ £ OI‘I’OWEI’S fanancra} [e Itl'[OI?I'I

the time each exfenaron?
mﬂun er the end acllity 1s
ae salrea o} roposed
de mrtdon 1S.intende omc e the
un(n nnortrono credit car mg
[tments with material adverse
change clayses are included befause
uc commdtments are] nonet{h ess
Inding and may Involve yisk if a bank
unds the commitment before the
cu?tomers ondjtion.deteriorates, or
before the eterroratron 1S r cognrzed
MoLeove . While the Board not
to |scoura e the use of material
versec ange uses recent court
ecrsro 5S est atthe resence ofa
materra se c se cannot
necessarr ma cases to
relieve a banko |ts 0 ﬂatrons
ursugnt to ac?mmrtme t
In the, case of commitments structured
as syndications, the risk asset

framework includes only the bankrng
g nization’s pro ortron sh areo
mmifm n% Ition, only the
unuse gortﬁgno com |tmensare
treate bala ces eef 1tems.
Amounts_th ataearea rawn and
outstarL P racom |tment appear
on the ance sheet and such amounts,
there ore shoold not also be Included as
comm ments or. gurposes of computing

th asset rati

erfte definition of the maturltkl of
commrtments ) tcon[tectron with
revo vm% credrt acllities raises a
num eﬁ qt f ns. Such.arrangements
dvprca yen acommrtment erio
urmgw ich th orererh s access to
a revol

vin rﬂrt facility, an
converfro eoutsta din ba ance to
aterm oan ataspecr |ed futlre dlate.

Be turdt}/o such commitments
?td ?tne N

erms of the duration
ermg Ee\{oevrcn?nk rt é?acr?rtg 0 ?% orin

[evolvr gcre é cr?rsttp gaﬁt e term

gt b o

define, ﬂ?g gtunt orthesei% es of

commrtmen ? e broader
(ﬁe Inition of co

[ssue of the mitments
Incorporated In this proposal.

Administration of a Risk-Based Capital
Measure

Ahs the current Gurdelm hasrze
wit]

ect to |marZ J capital
ratron t e L|o sed risk-pase ratro
would be seoFasa uideling in th ?]e

assesgme to ca It SIZ%ua%[ '[L

Board wishes to rh
Intro uctrono arrs ased ca |ta ratio
would In no way lessen the need for
SUREervisors an exammers to make
gmentso capit B X
mentswdp re Iecta road mix of
cgal et}X%SHS quantitative
[ﬁte ro%osred U.S./U K Agreement
Hg é 0ard’s pro osakrs
ﬁed nbrovr es that b n |n uthorities
Wi hasize t errs ca Ita
ratro ever, the ?reement aves
each an tnga gency free to use ot er
e e
U

mte% lyouse the r%?( %ased ca |tz1
ratro m tandem. with current capital-to-
tota asset ratios. This means that
?Il\b uaL anking or anrzlatrons wauld
still be subject to an overall constraint
on fotal levera e(althou h the reyised
de nrtron of cd t | proposed m(tihe
r|s based capital measure woul aﬁ

Lh Ieverae ti0S a WeIL as to
s ase cap Lta ratio \trvrt tte
roposed risk-hase ital ratio used
g n addition r? de?ilne designed to
encourage hanking organizatio sto
make appropriate adjustments in either
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the risk composrtron of their EPortfolros
ortherrovera eveI of prim yca Ital.
ﬁin er the tand em operatiop of the
risk-nased capital and caprtﬁl -t0- totaI
assets éeveraqe ) ratios, ban q
% nizations nstron Lnancra ,
ition n with r| ased capital
ratros well above th errs ased
mrmum mroht he allowed to reduce
errratros prrmar and total capital
ro tota ssFts gha b mcreaset e|r
everage) closer to t eexrstm%

ercen %0 perce t super |sory

mrmums This' woul mrtte
only to the extent that suc anking
organizations did not fa e SIg nrfrcant
risks, such as excessrve oan
concentratrons or problem loans,
significant mteres rate exoosure or
other financ (a managerial or
0 eratrona etrcrencres and on¥to the

extent that recﬂuctrons In ratios 0
caprtal to total assets were carrieq out
In'a manner consistent with soun
hankin rfractrces Normally, as long as
the tot everage constraints are
Bace ? nizagions would not

ermitted to,requ cet elr capital-fo-
total assets ratios below the supervisory
minimums.

The use of tne risk-based capital ratio
in tandem wit exrstmg supervisory
Purdelrnes would nat result in
nconsrste( t supervisory treatment since
most han gor ganizations h
caprta -to-total assets ratios a ovet e
cu rentsupervrso gmmrmums hus, the
Ero osed risk-pased Bﬁa ratio and
ur entsuHervrsoW elines wil,

fonr]rt)e Vevr(r)trek}eag\rlta er by provrdrng a

tmg ca |t

[ev%tlon s agrvrleenc 0&’ {r?ed in the

régtron o? ﬁe rrsk da ﬁtro the

|st C COQS'toe{oVb %ssets ratios

F Hgo |Pe(§ rpbasg out or

mateol Int |s nq[ar the Board
fonq . séb%‘tbr nanAnether, n the
on trarnt sl] E]e ret me&t dagvhat
ﬁ s shoyld econsr ered in making

etermination.
cut‘r%tt fe Sese undpr e Boars
S el
member hanks and bank oﬁda

anreéonaconsor dated asrs
ban ing companies with less than
150 Lllron g consoérda ed assets
would be exempt under the same terms
and condrtronf as provided in the
current Guide mes@ The risk asset
framework would ee boe to
evaluate the capital ot all hanking

organizations regardless of sjze since
thg rationale forgretatrng capital needs
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to rrsk agrhhes to both large and small Issues for Further Consideration Ca ItaI deflnetﬁ rimar ea ItaLpIUS

e pror S"]% the ssuance gf the. B?ards asses rm%[)ba (ing reanizations?
The rotrf]osed U.S/UK. Ag eement ementa uste capjtal pro osa(J 9

indicates erntentron to est plish a uar 1930 anr as rec d/ The U.S./U.K. Agreement proposes

mrnlrtn;irtn(t) taﬂﬁ gssae suti/teer h)te”d] %r/rrsk C%O meni(ont s ?sa i the ea htalnre g;ﬁ%r}entesnt%rtgont(nghtgt Cpetglt

%alp ang y eoncep 0 arr ase ca |a mea }o consumers in thne form o?credrt car

However as stated in the proposed

U.K. banking or anrzatrons. ne erve sta has
i, R R

eFDCand Ines, ome equity lines, mor a?e
Agreement most bankrntt; mstrtutrons C to maintain uniform ca |ta commitments, an overdra& Tthre
uld generally be expe ted to operate dards for all federally s e de

e ervised How should commitments for
ah ove %he minimum risk-based capital B |nqor anizations |nt eEJnrterf qud the

rrsk based cagrtal urposes? S

leve|. Supervisors would, be able 10 States na dition, the sta s of the Board consider co |tments to
estabhshprrsk based capital ratios or Federal Reserve, FDIC Cha Vﬁ COflt(SllmefS 10 bfed erent,.In terms of
?mdel nes ahove the mPnrmum standard ~ coordinated with the staffo t eBaH of TSk exposure, from commitments to
or Individual banking institutions. In England to develop, the agreementt at  commercial borrowers? What is the
addrtron the Board IS requesting rovrdes the basstort ised most a%roprratewa y to treat
comment on wheth rrts oul ado t roposal. Nevertheless, significant commitments to consumers in i ({ht of
zones or benchmarks above t stlons remain an hhe oarg Is the sui)ervrs(w ob ectrve 0 re Ing
minimy ace table rik based caprtft see ing comments in the speciti areas cagrta o IS as med
atio. Such zones or benchmarks wou f ﬁj Adoption o G(PJ? f]e US JUK.
e used to designate risk-based capita ﬁ Lo osed US/UK. Agreement %[eement wou the crrterra for
ratios thatwou?d be considered upon which the Board’s proposal is " InCluding certain non-co mone Ul%’
adequate, barring other significant bafed provides that barhkrng author\tres Instruments.in.primar cagrta Are the
frna(r]tcral mana %rral U %rvrsory or. will emphasize the risk-ased ca criteria for defining limited forms of
operatin rob 8ms| based’ratic  ratio. However, t eA?reement aves grrmar ﬁltal and the |m|tat|ons tha)t
Enes wgr to be esta hse d. such each bankrng agency free to use other vo ese mstruments reasonable
70N6s Wou? d replace t £ 70N6s I the ca ital ratio |n ass ssing capital Are the crr%erra consistent with the
Board’s current Guidelines for tota %uacv In this h %a(r the Board concepts ofloss absorptr% ca acrtv and
capltal.to total assets.in order to avoid |nte 0 use t err ased ca Ité\ Perm nence, two ma 0[ ara teristics
coRfusron an% eXCESSiVe compfexrty ratio in tandem wrt current capita hat etermrnet e UT IEYO capital
The proposed U.S,/U.K. Agreement ratios. ﬁBoal’< seek comment on |n%truments How WI such criteria
does not she lfd at his time the aciual  Whether the risk-based capital ratio affect the abrlrtg d%a Izations to
inimun Fisk- o 1AL, nor i the shouldeventuall reglace the exrstang L P o kaph (irg“ A
Board propasing ai s time any specific  GRIA-10- tOtﬁ adset ratios. Stateq r%faet rgdt ! r% tapB%E?Itgt% W%bt
benchrmarks or zanes above the kol Xoﬁstor%mtsog‘ ?et%ﬂ]”e v?/aat discount Pmrted Iife preferred stock

minimum. Instead, it would appear tobe.— 2cEhedg ol e considered in ma with an original maturltz of 25 years or

more appropriaje to encoyra
propriafe to encoly gnderyrn {his determrnatrgn'? In addition, should”  more for priidential purposes a

respon approaches maturity?
chonsrde tions an th g redefintion o éﬁilma[}([)the dg) The proposed S/U K. Agreement
Ines as

the
ropose e [a0ly, 4 5 1
He b&tsgtlnsr and framenork e?rﬁ]t 4 p J’lﬁ e It%f/cap s primer capifal fo include

r
as to a risk- easure eneral reservés for losse resultr
Eterryemum risk-based caprtal level should 5, sLou ] Phro D0sed rede nkﬁLon ; \gre?m %roanr %% etov%aonrlrl] ssis %tn |?0;E%
a on 0 the proposed risk-base
con SN ae”hs fps il el o o tah Xasure e i sy ﬁ@?“a N
gl? e]g osed ﬁoqreement (nwever atsH Jeser es.for
Ht ure in several ways, som hich statest tt ebr %u ator autharities ntified osse ?oul not e included
0 not re%urre rarsrng ew externa intend to establis |h|mum evel o rimar t sin esuc reserves
capital J: r exampl (a[trzatron Q[”“ar capital to weighted rrs assets ar not ner avare} absor
¢an moderate Its rowt an orrncrease though most InStI'[U'[BOHSWHbe estimat nv]te t le os es.
hts earnrndN retention, More imp ortahtv % ? too erate above the minimum.  Given't epractrca |cu
owever, within a risk-sensitive CaPIta hou [S)I entte |st|ngF|sh|n betweense fcand
framework, aborg nization can raisg Its Prqgose nrmumrP Ha eneral reserves, the propose
ca Ital ra% G %crnrg I£S 1S (Pro le.  Fatio wit teuseo zonesa ove reementProvr es that the bankin
s could be done eucrn gtrnrmu!n acceﬂtable ratio—similar to aenfreswrlseek commenton whether
ba ance sheet risk orb placin ut replacing the zones currentv 0an Joss reserves should be phased out
roportionately greate empha IS on |ncor rate | the Board’s existing ovrrfn caIpra
hose balance sheet ?ctrvrtres that cary Gurde Ines— orte purpose of aluation daserv E e(hIStO{ fally
ower risk weights, Itan individual ea urr p%rop riate or eq ate €en Inc tt]de H ﬁg
bgr(]krn orgamz fion B |redto rarse |s e JH% ec use are emed 10 8 av Lable
itional Capital in order ocom W ile the proposed U.SJUK, ated or ntICIPate ut
with the risk-based capital urde mes reementfoc ses on prrmarycagrtal it PO en F 5SS In { |
th orr{ranrzatron would be as ed |n icates éhatt erer%ulator r|t|es 0an ép { OWEVer, |
submit a plan, acceptable to the Ffederal consider other easur so ca |ta lll ?t stch reservéss
Reserve atrnflu es a Pro ram fo adequac Inaddrtron tothe B oar eﬁ rom rlmar}; gt F
ach |evrn% compliance with the required  proposed ratio of primary caprta f0 & al uc reae es cua ){reflect
ratios within a reasonable period of wei t]ted risk.assets, shquld_th eEioar P pﬂ{ I( Sle (% e]
time. establish a minimum ratio of tota extent that banks are reluctant o charge
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The Board of Governors of the Federal
Reserve System has adopted mimmsffia
capita! ratios and guidelines to provide a
framework for assessing the adequacy of th®
capital ©f bank holding compamieo and state
member banks (collectively “banking
organizafioas™). The guidelines generally
apply to all state member banks and bank

holding companies regardless of size and are
to be used in the examination and
supervisory process aswell asin the d’anﬁlysis
of applications acted upoa by the FE(El
Reserve. The Board of Governess will review
the gpMdelfegs fern time to time fofr] ossible
adjustmeate asmsaensurmte with C gnges is
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the economy, financial markets, and banking
practices.

The guidelines include aratio that relates'
adjusted primary capital to assets and.certain
off-balance sheet items weighted for risk
consideration® (risk-based capital ratio) and
ratios that relate adjusted primary capital
and total capital to total assets. The
definitions of adjusted primary capital and
total capital and the procedures for
calculating the risk-based capital ratio and
the adjusted primary and total capital-to-total
assets ratios (primary capital and total
capital ratios) are set forth in the definitional
sections of these guidelines.

|. Appropriate Capital Levels

The Board has established minimum levels
of capital for bank holding companies and
state member banks, including a minimum
risk-based capital ratio of — percent, a
minimum primary capital ratio of 55 percent
and ©minimum total capital ratio 0f 8.0
percent Since no capital ratio takes account
of all risk factors, banking organizations are
generally expected to operate above these
minimum capital levels and maintain capital
positions that are consistent with- the
organizations’,overall risk exposure.

In addition, the Board has established the
following three zones for total capital for
banking organizations of all sizes:

Total capital rafo

(percent)
Zon® 1. — Above 7.0
ons - 6.0to 7.0
Zon®© 3... — Below sS®

The capital guidelines apply to both banks
and bank holding companies on a
consolidated basis.1 Some banking
organizations are engaged in significant
nonbanking activities that typically require
capital ratios higher than those of commercial
banks alone. The Board believes that, as a
matter of both safety and soundness and
competitive equity, the degree of leverage
common in banking, should not automatically
extend to rionbanking activities. Thus,
nonbank subsidiaries of a banking
organization should maintain levels of capital
consistent with fee levels that have been
established by industry norms or standards,
by Federal or state regulatory agencies for
similar finno that are not affiliated with
banking organizations, or that may be
established by the Board after taking into
account risk factors ©fa particular industry.
The assessment of aa organization's '

IThe guidelines w ill apply to bank holding
companies with lees then ISO million ia
consolidated assets {M a tsaak- -ooly basis unless (t|
the hdding ©sespasy M any aeafeaBk subsidiary is
engaged directly ©rindirectly in any nonbank
activity involving significant leverage or (2) the
holding cratpany e?any sasntsask subsidiary h@o
eatstaading signsfieoist dafet fesM b Ithe faaerel
public. DebtkeM by the general pu)f) ICis defined to
mean debtheld by forties other than financial
institutions, officers, directora, and principal
shareksSdsffs ® & s teskiE g osfosigafea €?tfesk-
related interests.
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during the tastemseBt's lasi five years before
maturity. The amount of_outstandmg limited-
ije_Pre erred stock that is not included jst
[imited P,rlmary capital as a result of this
discounting process would be included in
secondary capital, provided it meets the
eneral criteria for inclusion in secondary

ga iwal o . .
f. Crlter|?f0r mcludlnﬁ debtinstruments in

primary capital. The Board Ras established
criteria for including debt instruments in
anary capital These criteria are designed
0 ensute that such debt instruments (a% am
permanent: (b) provide strength and l0sp
absorption capacity and, when serious losses
occur, permit the organization to continue to
operate as a,tqnomg concern; and (c) provide
the issuer with the option, under certain
conditions, to defer interest payments during
periods of serigus financial adversn%.

The criteria for state member banks and
hank hoId_m% companies are: ,

((Ij) The instruments must be subordinated
to deposits or, if issued by bank holding
companies, unsecured.

, (||5JThe instruments can only be converted
into.or redeemed with equn)( or equity
equivalents. This means that (a) the =~
instruments cannot provide the holder with
any right to demand repayment of principal
(even In the event of non-payment of
Interest), except in the event of bankruptcy,
insolvency or reorganization; and (b) the
Issuer cannat voluntarily redeem the
securities without the approval of the Federal
Reserve, except that securities may be
simultaneously replaced by a like amount of
capital instruments that qualify as primary

capita

Fm) The instruments must be available £0
absorb losses when necessary to allow the,
organization to continue to operate as a going
concern. Thus, the instruments must convert
automatically to common or preferred stock
that qualifies as primary capital in the event
that the issuer's retained earnings and
surplus accounts become negative.

Iv) The instruments must provide the

OP ion for the Issuer to defer (they may also
allow the issuer to_reduce or eliminate) cash
interest payments if the issuer does not report
a profit in the preceding period (defined as
combined profits for the most recent four
gua,rtersg and/or the issuer eliminates cash

Ividends,cm common and preferred stock.
This provision is intended o provide the
issuer with the option of mitigating the
burden associated with interest payments
during a period of severe financial stress,

Any debt instrument meeting these criteria,
s0 long as the debt instrument'does not,
contain other provisions inconsistent with
safe and sound banking practices, would
qualify as primary capital. Mandatory
convertible securities, formerly defined as
capital by the Federal Reserve, are not
included’in primary capital if issued after the
date of adoption of the risk-based capital .
measure, unless such instruments also satisfy
the criteria set forth above. Mandator
convertible instruments that provide for
conversion to equity and_deferment of
interest in accordance with the criteria
specified above qualify as primary capital
Moreover, iaaffidatory convertible’securities
issued before the date that the risk-based

capital ratio waa adopted by the Board and
that qualified for inclusion in
would be “grandfathered” as limited primary
capital under the risk-based capital
guidelines. However, only the amount of such
mandatory convertible sécurities that were
included in primary capital under the
previous limitations would be grandfathered.
B. Adjustments to Primary Capital

Adjusted primary capital is calculated by
rimary capital and limited
[, and then deducting all
intangible assets (except “grandfathered”
ible assets as discusSed below), equity
ments In unconsolidated subsidiaries
and associated companies, and investments
in certain consolidated subsidiaries as
discussed below. Amounts deducted from
rimary capital are also to be excluded from
hted risk assets in the

rimary capital

tal assets and wei

e assets. In considering the

ible assets for the purpose
of assessing capital adequacy, the Federal
Reserve recognizes that the determination of
the future benefits ami useful lives of

ible assets may involve a degree of
ainty that is not normally asSociated
with otherbanking assets. Supervisory
concern over intangible assets derjves from
this uncertainty and from the possipility that,
In the event an grganization experiences
financial difficulties, such assets may not
provide the degree of support generally
associated with other assets. For this reason,
the Federal Reserye intends to deduct all
intangible assets from primary capital for the
purpose of assessing capital dde
except that intangibles acquired
date of the adoption of the risk-based capital
ratio will be “grandfathered” to the extent
the intangibles were included in primary
capital under previous supervisory

treatment of Intan

and intangibles excepting goodwill for state
member banks, are gran
limited perjod of time, not to exceed the
assets” useful lives. Intangible assets
acquired after the date offinal adoption of
the risk-based ratio are to be deducted from
primary capital It should be noted that
ecific intangible assets are to he
andfathered; existing dollar amounts of
intangibles are not grandfathered. Moreover,
while'goodwill along with all other.
intangibles acquired after the ratio is
adopted, would be deducted from primary
urpose of assessing capital
oard may on a.case-by-case
basis exémpt from this deduction goodwill
and other intangibles acquired in ¢onnection
with a supervisory merger with ©failing

2. Unconsolidated subsidiaries andjoint
ventures, Equity investments inall
unconsolidated subsidiaries and associated
companies, including joint ventures,4%are to

be deducted from primary capital, the
numerator, as well as from the denominator
of the risk-based ratio and both of the
capital-to-total assets ratios. The assets of
unconsolidated subsidiaries and associated
companies are not fully reflected in a banking
organization’s consolidated total assets, and
such assets, therefore, are the equivalent of
off-balance sheet assets. Although such
assets are not explicitly taken into account in
calculating a banking drganization's capital
ratio, they nonetheless expose the
organizafion to risk. For this reason, it as
appropriate to view the equity capital
invested in these entities as primarily
supportln% the risks inherent in thesé off-
balance sheet assets, and not generally
available to support risks elsewhere in the
organization. Thus, the equjty capital
supporting these activities is'to be deducted
from an organization's consolidated primary
capital The Federal Reserve, however, will
continue to evaluate on a case-b¥_-case basis
the_capital adequacy of these entities and
their potential impatt on the consolidated
orgamzanon. _ L ,

. Certain consolidated subsidiaries. Hie
Board will evaluate the activities of
consolidated subsidiaries in.order to
determine whether such activities Present
such significant additional risk as to warrant
the protection of additional capital or
whether the Board should deduct investments
in such activities from primary capital The
Board reserves the right to require additional
capital protection through amendments to
these Guidelines (or other regulatmn_s?, for all
subsidiaries engaged in certain activities, csr
on a case-by-case basis in light of prudential
considerations. The Board may also deduct
investments in other consolidated ,
subsidiaries if such a step_is warranted in
light of the nature of die risks involved or the
re%u[a'[_ory framework to which the
subsidiaries are subjected. In,general, if
investments In certain consolidated
subsidiaries are deducted from primar
capital, their assets will also_be excluded to
the cglcu]atllon ofcagltal r?tl%s. .

4, _agna Instruments otother banking
organizations, The Federal Reserve will
monitor banking organizations’ holdings of
capital instruménts issued by qther
commercial banking organizations and may,
as set forth below, Fequire the deduction from
primary capital of holdings of primary capital
Instruments issued by other banking
organizations. Such deductions would
generally be made in the case of rem?rocal or
other formal or informal arrangements in
which banking or?anlzatlons swap primary
capital instruments in order to raise their
capital ratios without in reallty{ raising new
capital funds. Deductions would not be made
in the case of Ie%mmate interstate “stake out™
investments that comply with the Board’s
Policy Statement on Nonvoting Equity
Investments, 12 CFR 225.143; nor would they
he made in the case of capital instruments
taken in satisfaction of debts previously
contracted.

C. Secondary Capital Components
The components of secondary capital am
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orer banksO rneludr forer n central ercent) secured hy.U.S, Government deht factor seeTabIeZabo 8) andthe resulting
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articipations rnloans nd leases, overdraft I) The components of the primar There are no limits on the amounts of
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. Primary Capta U dentaossee o ) e er

eommltments Ir1S asset UTDOSS
capjtal represents the highest
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William W. Wiles, bank premises and ﬁ . aval %lllt o ?Weveli]l |Shn0 always
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%an on Primary Capital and Capital  ca|culated. The supervisory authoritie k com entfrom hanks, the
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that sorttern claims on some e e T et o z% rPscusse the Barll of
commercra frro ers mayrnvolve Iﬁss carmso loca aut orrtres IS an asoarea apphe a weight of
risk than similar claims on Eome banks th esamea 2ims on H ovemment ercent to the n tO en forel

It s considered, however, that since 2 dbeheves that they exc e osition ) aorcien

n
degosrto%ln?tn]ut onﬁ are sy ?kgewlsed noulg be |nc“rng |n the 25 percent maintain this. The %s aut oriltlleﬁ are

igh, qualit
A & P A qt (Fcarms committed t introducing a cap
il ment bR Proa EO%TSG OJflﬁe of 5;16 apuallr ofthe Curtency— requirement for exc ange rate rﬂ<

ratron %Be e[tasa regalwrnh Ehttrn such ¢) Off-Bal Sh
éeasgsq%re”tﬂpt - tgrrgrgarlgggrdg i SHUNTEs oy to ety vch o) (¢) Off-Balance Sheet

PO AR e s e () Ceeral
cl oser? %ugp P{ to claims o r\(S ex%osure ton eresf ol ok Bec hc assets, The US.and UK. b arh []g
commerl rqors ang these will be tereevgt A0 Dok necgesarty.ex Osgtan re?ects w) ISor ahuthorltres eljeye that all
gssianed awel t of 100 percent. | he [pLerept rate Hoc ratner, tereet %e o alance s get items IVIHH rise o
rea OI tat ne ear s admrtted |nt rest ratest uctureotthas fs an |t|es redit risk (an ma [tion, In time,

r |tr ut capgures most genul Isojatln asrn%e asset on a bank’s balance sheet relan exc an?e and mteretrate rISkS)
ortte m, Inte [)ank money marra( maKing a maturity distinction i orcer to d in principle be incluged | the
ac Vi Incor Orat Interest rate |SF Into '.J;\e capital raPO |S rls asse ratl Tﬁe Obp tlonss Oud

) Lo erm Clims on O PR O e o vefining
onger-term Claims on Own
U |t|es off- ances activities, an ropriate to the individual obligor.
{:OWS%C) Governments and Analogous fla% htyé eI g he ht otthlgconcern the |%rees however, an jmportant and
laims Cre Ommenﬁe nat banks exposures —gfficult question relating to the sjze of
F USb k th ht fl tomterestrate IS be evaluated case by case h q h | b h d
errr(r)rclar s%rr]rt el ewe ovlp Oent)ng ggrtt eX mmat'ogh f(t WO onrggsessln t eexpos%gcth agsof?u a ar(rec\r’aveslhgeette
3vTre sury ?nd forUK nh Itgrltle Crega ﬁ csur(;ﬂéesepnearelg tﬂqu [glcled . items hasb en éevrseg tlh t endeavors
rtrlrn egt 8% Ster(ntt rce IenC]'[S grn I-CIMdIt Pemem Hisk Cate%O,Y 2 Ot SUpANVISory. to convert ff eeredrtars 0 eac| )
auLhor tl? %ree with 0 Ic thaPnters rate mstrument Into a cre |te Ivalent that
rrsk ut |stdesr gned, asate{npo ary ris s erir I b a%setr Sgesrs (hrévoe'? artaﬂnetftshuac ?an be in rpo ate |nt erlsk asset
meas re tO td tro tor »? te risk risk can be monitored and mcue In capital rameword OUt ne ISp er Itis
t in |n qu UI | |
In eren 0 SO longer-term . fashion, the.proposed maturity split represents a 0 ed W| gar sl
P R Ip ty split rep
government securfties. It iS the intention  reasonable ihterim step. ap roxrmate tprov sa ogrcal
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and consrstent basis for the caI uIatron
of aratrot atenc%mpasses hoth on- and
ances heet business
ts Inctions are made betwe At
con | r%]g CIeS, commltments and interest
g ﬂ1 orelgn exchange rate contracts
ese are tliscussed-separately

pr) Contingencies/Contingent ltems

Oblroatrons in the fo[m of financial
uarantees an equrva ent?f
xamp e standby letters of credit
avrn the ¢ aractgro

Ie?f%c%rver]lted Krn% from the date of
ssump an (\f h ? atronth same
Ee gree of cre rrs a8 outstan |n%I e

uarantees an
ccegtances
he

oans (Il 41( ere is no action t
E cam take tq avol tefu credit
risk. Th eﬁupg Yrsory aut ﬁrrtres
Bcor In erevBt at these

Qqatro should Legarde as drrect
cre tsttrtutes and g e%
their full amount, that Is, the Cre n
converS\on factor |s 100 Eercent of the
R/rrn rt) amount he risk

Ing Is. then determme rY

cate or of the counter arty and, where
ago iate, the maturi
0 econﬁrn?encres | 25), notably
mercial letters of credit
Pe ormance bonds an Performance
elated standoy letters of credit involve

essercre It Tisk. The key elements In

this Aud?ment are that the Counterparty
hﬁf strong gncentn/e to meet it®

| atro itwishes to remain in

ST
busine sr( us giving these clam® a
somewha H ﬁt%l‘ ra% mg |nt
counterpart s [ist of pri |t|es than
some other dajms): teo gations are
often bet mo nv rrab short-ter
matur sas rtt It e oss
eco savora e. To make allowance
ort ese avora efactors Itis
gro posed o scale down the nom fn
>F osure b acre it conversron actor
ercet hefore th ex osure |s
vher% ]e accor mgtot ategor
bligor (and w erf re evan
mat rrt orexa rt)e the deemed
fre it risk equivalen ofac?mmercra(!
etter% credit of US$1® million wou
be US$5 million which in turn would be

\évaerghted accordrng to obligor and, some

o e h"”@%@hfﬂ%“%@ B j{nmtles for

e orsementsw e exclu dlfro(rg the
tamewor as heyotonot involve
significant cre tris

(M) Commitments

Whereas ontn encies as described

abov mvov |mme

assu trono acre rrs

comm ents genera r%sent[n
rta to soonm trisk la
eter IS resognteed t at this
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distinction is somewhat drffrcult to make
t th marc];rn and that 1t 1s th enﬁtur of
the obligation which matters rather than
the name given to the facility.

Some transactions, for example, sale
and repurchase agreements an asset
sales with recourse, ma%/ involve
balance sheet entries and as such will
attract a werrt;htrng for the full face
value. Any other ¢bligation or
transaction effectrvel(t)/ mvolvrngD
Immedjate credit exposure will
treated as if it were on the balance
sheet Where an oblrgatron or
transaction dearly has the same effect
as a finanda! gquarantee (as, for
examele certain asset sales with
r%cou se) it will be treated a§ such (HI

or all other commitments (HI 27), it is
g oposed, to take account of maturity in

termining the credit conversion
factors. In $o doing, maturity to some
extent serves as a proxy fo mstrument
type. The category of exposure here
?rvrn? rise to the greatest concern is the
ong-term contrac that IS equivalent in
effect to an insurance arrangement in it®
underlying nature, most notably
revolving Underwriting facilities. Even if
material adverse change clauses are
included—and the supervisory
authorities do n?t wish to take an
action which will discourage their use—
the reality s that the bank s assuming a
long-term oblrgatron to provide creditIf
other Senders are unwilli n%; t0 do 0. At
the other end of the maturity s%ectrum
Itis,accepted that commitment
revie a Ie an? uncondrtronallru
cancella t east annua ©y vo%vs
ess rrsk an atthe credrt Oaverefoal
actor should muc lower. While a
hank is at rrsk rom an m&oaa@mcre it
exposures as a result of e than
averape utilization of yndrawn lines, the
ow credit conversion factor reflects the
historical stabrlrﬁy of the undrawn
amount of these lines.

The conversion factors to be applied
to these commitments will, therefor®, fes
set as follows In terms of their original
magurity gfor these purposes maturity I®
defined’as the earliest possihle time at
which the bank may unconditionally
cancel the commitment):

One year or less—1®percent
Over on©year to five year©—2i percent
Over five years—5® percent

For contingencies and commrtm nts
th® principal amount s multiplied by the
conversion factor and the resultrnP
exposure will cany the aPProprra
weight for the cate(t;ory 0
counterparty (and the maturity).

Ezv)t Interest Rate and Foreign Exchange
ate Related Transactions

It is the firm |Htent|on of the U.S.
supervisory. authorities and the Bank of
England to’include the credit e%urvalent
ex osure on mterest ate and foreign

hange rate relate transactrons Lr]
21 e rrsk a se> ra 10 &S soon aﬂPossr

etrmrn 0F this step Is
epenélent %a | agree ent

rea
on a method ofcﬁculgtm the credit
er off- alance

exposure. As wit
sheet transactions, this will mvoIvF
estrmatrn a deeme credrtequrvaent

for these |ns runﬁntst at vao
mcorporate in the genera ramework
on an ohl |gor gand Wwhere appropriate,
maturity) basi

AssIeMEQﬁfﬂ% Capitol to Weighted Sisk

The U. K. authorrtres intend
to set an purhqrsLh an agree mrmmum

eve| of this ratio to be app toa
Lan ks sup ervrsedtb tﬁarpn qf%
countrie most Insti utronswr e

expecte tom mtarntherr ratio ata
hi her eve rTcrse figure set for
Individual d; [ remain

will be determrned in

f Hfrdentr
to Setgrc1 ersns{(rtrugron S ?artbcu ara ity
anéu versr?rcatron 01‘a asEets O‘Lé
mana ement| internal control szste S
relevant factors. Th

ndo
?vels wrtl be determined as part otqn
0ngoing SUPErvisory process.

HC®mp@ffisats @f {Primary Capital
A Funds Included Without Limit
1. Common stock/equity and premium

gUnrted t{nngdom su%ll X (aUnrtlgdﬁ

2. Retarned earnrngs (including current
year earnrn[q

% Inority interest in consolidated
subsidiaries;

<I_Gﬁneral reserves for losses resulting
from charges to earnrng
den reserves (comprising
undrsclofed retained earni g{}—not

R icable In United States, 10 be
phased out in United Kingdom.

B. Fugds |nc|u}ded With Limits—Items

Incu edIn This CateﬁorerustNot
ceedgo ercent of otal ltems

Inscseugle n A Above Less Intangible

.Preferred shares that
a) Do not mature; or
b Matyre on a fixe date and have
n original maturrtY of at [east 25.years.
Amount Included nr%rrmary caor al
would be drs%ounted orRruden ial
Pﬂurgoses as the Iinstrument approaches

tlrity.)
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ubord'n ted debt thaf: gwkers nd Stock Exghang oney 20. The customer li dab|||t
| aran on ty |% Sct?[}veerﬁ% into okers?Umted Kingdom only). acce ta Cr?sskoo ?Itagrs? mtVe(gVSl?a o
p 3/ avlable ala timeés to absorh 20 percent o !

Cash items in prgcess of 21" Domestic state and local

c Prowdes thaj interest pa ments co?[ect|on—ore| n and domestic.
may be eerre fthe |ssue|? 08s, ng 1. Short-ferm (%ne year orlessg claims ?ﬁ&ﬁ&”ﬂ;?’htervee SB%%R?%%%SQ?UMM
ma ea fne Jarecedm erio on domestic depository institutions and States only).
?JQT%(eJtru ?éreﬂel gg Sioocr%com on and fO%el rl]lbc?g rﬁs on domes clocal 2. All other assets.

| |
Is 15 intended to include perpetual authonnes United Kinadom on 23. Net open position in forelgn
Lon te(rm (over o e creglms o exchange (United Kingdom only).

fggluortﬁle Fcﬂsémﬂor?%]edeatt?rg gﬁ?evreerlulgle ﬂnqestl n?tloq(_J overﬁ o OffBalance Sheet Items

fi 3 The face amount of these items would
Bevgﬁua Preaﬁ TRy Aot rclnd] and of ol

?m this  factors shown

i nationa %vernment be multiplie geIoSvcraen&tt%%nrvees{fllt?rqg

oldin 0 anies in the aences orteUmted Kin
Um?edsrtates erp et (ﬂ? nigs

tlSUEb Cuesa Cal SonUK amountWOU 6806 Int
parert com 21 nbéd 101 be Subor mgte It CortﬁorathnS and on the FGS? the B rele}t err1|tslt 0} %orgbdle oerngr%?j hhe
ust owever,’be unsecured. IC sector.
10. Al claims (inc dm e rchase matunt of the mstrumentwhere
H. Adsjustments to Capital for Prudential  ;resmentel Tl e B auz% appropriate.
Urposes mestic national aovern eXt and 4, leectcredltsubst|tutes”
A, Dedyction %fall |ntannq|ble assets ort e Unite Sta([}es‘ de to US fmanm %uarantees and standby
Emstmamta 8 les currently allowed overnment agencles. etters of creajt serving t esame
ﬂ authoritie WI|| be Also ail claims collateralized by cash  purpose and, in the Uniited Kingdom,
ran 3 ered.” on deposit In the lending Institution. acceptances OUtSt?ndI 100 percent
Deduction of n gstments in 11 Eederal Reserve Bank stock credit conversion factor:
unconsoll ated subsidiaries and (United States OHF 25. ‘Traquncontmqenues gfor
l’:]SSOCI te comﬁanle Inc udlng but not 12, Portions 0f|8/ ns quaranteed b Exgmrliﬂe {n ercial etterso CI’EdIt
mited to, ncenso soliat gom domestic national ove?nmento fof the rmance bonds and
venwres For the United 5 Ies tgm United States) do est|cnat|0na[ ggr ormance séan by letters ?fcredlt}
Jocl lude ce ttam consolicate goyerent agencies ercent credit contversion factor
su Lﬂ tlgrnesu%% relteeyfgrtheyUm 3. All loca currenc claims on 0 Sale ar\d rs\;n“chasea reg ents
[ GOyt 0|jnc1udes relatetti fore| ncen rgl ernfents to the P asset sa recourse, | n
om th %e t unded by loca currencly already included on the aan?es heet—
|a ilities in tha foreign country. actor.

% %“%sug%] a%e ?kholdb %s

100 pe 7p cent credit conversion
caglta |nstruments of other 0

50 percent ther comfmtmenté for example,

verdra s, revo

organizations, (In the Unifed e 14, All claims on domestic national ~ faci i mole. erW”“”%
acylities, (for exam
on 3ec¥¥s°e“Edy%ceas”é°“$E?£3 33 dSUCted pvernment. sgonsored agencies (U.S. underwnt commitments, commercial
gvernment-sponsored a%enmes are and consum%r credit lines. The credit
Category of Risk Blnggoanssa eenﬁgfts Vuvaroasntee Lot conversion factors are
B/\I;;??etn?lven ?ull?anh a £ oL uaraneed by . %g“ Plet)r/cen:—one year an? less original
i Al dalins (including repurchase EICENT—OVRr ONE 10 TIVE years
} Xﬂ%t fach-<damestic and foreen g rgementsi rﬂat arel% Vo atera?ued original maturity. ¢ |
domestic Centraf omestic national ao emm nt- ercent—over five years Orlglna
:Enr Er?tme t|§( narttlonna(! go}/em erlﬁ s?sore agency debit (United States glatgtny s
?é‘aan;‘l Ueﬁueed E’é’.ngﬁom OHR/) J 100 All gseneral (gH gca ion claims on Dgeer'm?ﬁe” ersion Factor To Be
10 omesélc tate and [oCal governments
percent United States Onﬁ 28, Interest rate swaps and other
4, For the United States, short-ter 17. Claims on mUltinational interest rate contracts.
rg%aslnaﬂ matuntéo ene n?/eer?tr or less) gg\r/]elegﬂrcneg\tl gpﬁﬂ]téjnt{olrslsa@hvgpé %It e 29, Foreign exchange rate contracts.
lal ver
Treasury).and on U,S. Government contibuting member. e iy s defined e e arlies
encies (for the United States, national P !
gverrllme o enmeé : (5 }e o] asl 100 Percent unconditionally cancel the commitment.
?hose a enmeg Wose ﬁiebt Obligations 18 Longterm (over one year) laims oy oft baange sheet oiigatons for
re backed by the full faith and’credit of o domestic depository institutions and p
qh ov rnment) For the United ?orelgn Ean?(s certificates and bill endorsements, or

Kln%%iom S ort term one ear or Iess) ﬂ%gr%ll cla|m1 on foreign Povernments nQ?'éjeeﬁc'Fuﬂgﬁ ?ﬁ‘éﬁsﬁ.ta‘ib&{ e%lljoanci/ would

ca|tsronn tre an (Lfovern om end fore eniral OVETATAS funded py  requirements
%r ﬁort term %one (? Sn? Lalms ocagcurrency ebiies |nthat?ore|g¥1 FR Doc. 87-3300 Filed 2-18-87; 8:45 am]
o discount NOUSES edged narket ~ country. oS



