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• Market risk

• Counterparty default risk

• CVA market risk

• Operational and other risks

Regulatory capital is equity reserve against losses due to
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• Capital = 8% (minimum capital requirement) * RWA (risk weighted assets)

• RWA  = RW * EAD

̶ RW: Risk Weight from standardized table or internal calculation

̶ EAD: CEM or IMM

• Basel III SA-CCR will replace CEM globally

̶ Better handling of netting and collateral

Counterparty Credit Risk Capital



SA-CCR at a glance
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• Russian adoption date has been postponed to 1 July 2020

• Scope: Local banks with a universal license and assets over 1 bn RUB

• SA-CCR formulas aligned with the original Basel III formulas

Standardised Approach for measuring Counterparty Credit Risk 
(SA-CCR)
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• EAD = 1.4 * (RC +PFE) Exposure At Default

• RC   = max(MTM - C, 0) Replacement Cost (un-margined)

• PFE = Multiplier * Add-On        Potential Future Exposure

SA-CCR un-margined swap portfolio example

Swap portfolio consists of: 20Y xccy swap, 4Y USD swap, 7Y RUB swap
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• Offsetting allowed within same Hedging Set, but not between Hedging Sets 

• Interest Rate products split into Hedging Sets by currency: RUB, EUR, USD, etc.

• Interest Rate Hedging Set further split into maturity buckets: 

− [0, 1Y),  [1Y, 5Y), [5Y, ∞)

Add-On aggregates Hedging Sets and Asset Classes
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Risk Weights

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

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

Bank 20% 30% 50% 100% 150%

Corporates 20% 50% 75% 100% 150% 100%

Source: “Basel III: Finalising post-crisis reforms” (2017), Bank for International Settlements
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• RWA = (Counterparty Risk Weight) *  (SA-CCR EAD)

̶ EAD = 364,259,257 RUB from SA-CCR example

̶ RW for BB Corporate = 100%

̶ 364,259,527  RUB =  100% * 364,259,527 RUB

• Capital (K) = (minimum capital requirement, e.g. 8%) * RWA

̶ 29,140,762  RUB =  8% * 364,259,527 RUB

• Portfolio PV = 220,290,675

̶ 29,140,762  =  13% equity financing

̶ 191,149,913 =  87%    debt financing

Capital requirements for one counterparty default



XVAs implications
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KVA: Price of target return on equity capital
Additional upfront charge needed to achieve REO target (12%)
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FVA: Price of funding cost / benefit
Additional upfront cost from not receiving collateral 

Premium must be paid to acquire derivative, increasing funding needs
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FCVA: Price of current default risk of counterparty 
Additional upfront charge needed to hedge counterparty risk
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• SA-CCR being introduced in 1 July 2020

• Capital charge will increase cost of business unless charged through a capital 

valuation adjustment (KVA)

• More costly capital to come in January 2022:  Basel III BA-CVA and SA-CVA

• The majority of credit losses during the credit crisis came not from actual defaults but 

from widening of credit spreads across all counterparties (CVA market to market 

losses)

Conclusions
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Questions?
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Assumptions

• Principal: World Bank USD funding OIS + 60bp, 40% recovery

• Counterparty: Airbus credit curve, 40% recovery

• Portfolio: 20Y RUB-USD xccy swap, 4Y USD swap, 7Y RUB swap

• Risk Weight: 100%

• KVA: reserve as debt

• ROE target: 12%


