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BANKING CONTROL

N R | R January 2017
From : Saudi Arabian Monetary Agency
To : All Domestic Banks only and not applicable to Foreign Bank Branches
Attention : Managing Directors, Chief Executive Officers and General Managers
Subject Interest Rate Risk in the Banking Book (IRRBB)
Background

These standards revise the Basel Committee's 2004 Principles for the management and
supervision of interest rate risk, which set out supervisory expectations for banks' identification,
measurement, monitoring and control of IRRBB as well as guidance for its supervision. The key

enhancements to the 2004 Principles include:

« More extensive guidance on the expectations for a bank's IRRBB management process
in areas such as the development of interest rate shock scenparios, as well as key

behavioural and modelling assumptions;
. Enhanced disclosure requirements to promote greater consistency, transparency and

comparability in the measurement and management of IRRBB. This includes
guantitative disclosure requirements based on common interest rate shock scenarios;

« An updated standardised framework; and
. A stricter threshold for identifying outlier banks, which has been reduced from 20% of a

bank's total capital to 15% of a bank's Tier 1 capital.

The standard reflects changes in market and supervisory practices, which are particularly
pertinent in light of the current exceptionally low interest rates in many jurisdictions.

SAMA has conducted a consultation process with the Saudi Banks in the development of this
regulation and that has resulted in preparation of the following documents:

o Annexure 1: Regulatory returns based on Table A and Table B of the Basel document.
e Annexure 2: Frequently Asked Questions (FAQs) and answers including National
Discretions

Implementation date

These rules are applicable from 1 January 2018 as specified in the Basel document. However,
in 2018, the disclosures should be based on information as of 31 December 2017. The Banks
should also send pro forma disclosures to SAMA based on 30 September 2017 data by 31

October 2017.

~

Thamer M. AlEssa
Director General of Banking Control
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