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Chart 1

Relationship between PDI and Allocated Economic Capital

Probability Density Function
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FARF LA L REFEFTAKE A TEAD T bk B

EIR
e PIMEE2 L2 F* FTWAAER > EHF F > 30

(=) ® %2 (Outside-in)
FAFS MY ER T REAE N A KERTAKET T ¥
R aE 2 P A E R K (trigger ratio ) ~ ik 2 4T H e 2 3 A P Rt I (target ratio )

MG ARER AP R T2 EE

(=) 4 a7z (Top-down)

FORF R o b A T A R R T AT AR
2 GRS A m EREFTRY P32 G Y o 3 B 240 % & (Eaming
atRisk,EaR) 2. @4 &2 5 5 f b o FAA S L G B E o & 57 5 I3
Bho QR AIZE N F A EE 0 B AN AT BB AR RHE B 22 s FAUEE
L EELE M€ T FE Bl B ¢ T TR ok RA R

FER R R EFFEFE b RITE LT E - F4

E

e VFHAFATATHY LR AL RE R 4 R URBERF ST

E
P AT E IR
s
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B AT & AT ELRALT AT E R BRI A AT ARE P ARt L A
AR R 0 M E R INF £ S kAo BT KA T3 E AR R
s BV A AT E e, 2 PR R A R R PR R E A
FALSFRNLIEB G AR RAREZ LR A T Vo RNz g EE
PRI PEEY AR 7 K2 FATRE(L SR 12-15 THE)  hoit * &
REH > TRLFEFELLPFTLE ¥ AieRPF R LR R 7~ 7 i B ¥
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B Behe b ENBHRBRG NPT LA ZRL F AP B BRT 4o »
BEPEECERRaR i JHABPRABREL L PR G E T4 L2387

R M BT B e

Summary of Income by Business Unit Confidence Level : 95.00% Millions
Jan-04 Feb-04 Mar-04 ... Oct-05 Nov-05 Dec-05 Mean  SD A"”‘g'zed Multiplier  95% Corr. EAR
South 40 39 a . 45 43 45 423 181 6.25 1.64 1029 05728 5.9
North 31 30 33 .. 34 35 36 330 177 6.13 1.64 10.08  0.5863 5.9
East 13 14 13 .. 15 16 16 143 116 4.02 1.64 6.61 0.5129 34
Retail Banking 84 83 87 .. 94 94 97 89.6 420 14.55 1.64 2393 0.6348 15.2
Local 50 48 2 .. 47 54 53 513 355 12.31 1.64 2025  0.6487 131
Overseas 25 21 20 .. 26 29 20 238 286 9.92 1.64 1631 05486 8.9
Corporate Banking 75 69 62 73 83 73 750 492 17.03 1.64 28.02 0.7883 22.1
Corp Finance 4 6 1. 9 10 9 65 287 9.96 1.64 16.38  0.5465 8.9
FX Trading 6 @ @ .. 3 3 3 45 355 12.30 1.64 2023  0.1694 34
Rate Trading 12 11 7. 20 20 21 149 556 19.26 1.64 3167 0.6640 21.0
Investment Banking 22 15 7 . 32 33 33 258 6.68 23.13 1.64 38.04 0.8781 33.4
Institutional 5 4 4 .. 5 6 5 46 082 2.86 1.64 470 02722 13
Personal 4 5 4 .. 5 6 6 50 081 2.79 1.64 460 0.4516 2.1
Asset Management 9 9 8 ... 10 12 11 96 121 4.20 1.64 6.91 0.4853 3.4
ALM 19 20 18 .. 19 20 19 200 1.06 3.68 1.64 6.06 0.3548 2.1
Group 209 196 182 ... 228 242 233 2200 13.37 46.32 1.64 76.19  1.0000 76.2
T -} b pg P
IR RRRRGE T AT R M A F R 2 - LM PRL G E
4, ¥ AL EH 2o =R ’r Ie— = - N J Py ,
ﬁ%—‘f‘:’p: g‘m?\‘i\’iﬂbwfiiﬁak“ﬁﬁ“@ "i”%‘f&ﬁﬂﬁéﬁ?%m (;}? b *&
B ) s @AR % B 'fr' F 7}‘» i 4o T
;5 2.
S L L
2 M - PR
# R &5

LR T R RS Y RE 2 G

AT EHFAL GBS L AL E PR BT R R PEP Y Sdpie
H &

b
\8
o
T
=4
R
R
b

T FHRRAEED > FFREREY B 2 tand b oa TR

Appgatygite? f2H RITZ gL;eﬁgf;;,’;.] o
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(2) 4 @+ ;x (Bottom-up)

Ml T A b2 2 RGERRG AR S EN L REE R G LR A
KRB T AR TARLEFHECE PR GT A D T n 2EFEHMT A RS ED
Pohtw G2 RARRE  RFETE -

[ L= > o U HT R % ¥ p *%
b B &
F A AEH AR 4 D
SURTE A
B 4 o
FAP IR
e 4F 4 8+
— | gE LYt
TR % 1A 4 BT 4
[d Ta 27 W]

JLagES fﬁ‘#ﬁ;}' l% BERBARRE B2 ?j& s AR 2 BeINA S bk
EARNR A W ‘E\’%Eiﬁ\?@é CREHAFAEMT A LS 2 bRV A
R o

FrPRTVAAFAALSANF2Zh'GE > FRENERARETE TR -

SRR R N RS EE ) P TRy P RN R N

P g R LT R AR o T EM R REAT AT L R
EaRd ba ToEAw s Bougskizp (RGI0L 4 1 ¥R E% T B * 60%
B 10% £ 20% ## 10%) £ d PRERE LN FARE  RE N RT
AR RGN FAAFRZAR o

e AT g RT A 0 LAET A2 fhiE S b 07
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R EEEFE C BIFLE 2 EITSR LR B PR 0 BT 2 G

PoGsRTRE T2 FAFGTREFL ) GMP 3

ﬁ;”%%éﬁﬁ:%ﬁu’ﬁ%a*eaﬁﬁmaﬂﬂm
(FAIA)o 2B P HEEAAD FFHRPSF o F 205 F Y > PERARLH E
SAEH o RN N o §AUTIET A% DT MR RIFRRE 7 0l

PP AR o - F P T AT AP RIS
B S F4F adE R B

B 7 AF A3 #03] (Capital-Asset Pricing Model, # % CAPM)

B = & #3] (Dividend Growth Model, & # DGM )
PREAL G EAPM IS T BB o dofe 1 2L R SR X 0 BB B 2 RS

AU R R o e B R s AR Y £ R

FZBHBY > ARG RETARISEBEDS HAARR G AT RYE REAT A
SRS T P RERE TP G T ARG U c B R FARGFRATG VT ARE T
LED BT PRBEBR G EEMELS £ 50 (RAPM) > B d BCMF A K547

FE 2 BorGE AT AR S AR L UFL - o

Fhde el AL En

125 125
A 100 100 20%
]ﬁa‘ 10% 20%
PX 75 25% 75 25%
+ 50 | 50 |

25 |

0

55 A ¥+ B *£ix A ¥+ B
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Blid T B R GBI (40%) 5 2 H Eois 25%nE A B AR 5 10% (% 2L Epe
TN IRHCAIE > A2 T HCA]) S Y - 2 0 B EARR T R EEEM20% 0 F 0 B
B BEFEAH S MIBHAEBRDT ALY 25083 B E ARk EF 10%3F S 0
R AL BiEA- EFFIRG FIRNp T FAT BfE o
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pinm 7 b TR DT ARE LT TR LA KT & o
b &3 FF AdRF S (risk-adjusted return on capital - RAROC) £ b " 34 B 1 4 »c g

72 (risk based performance management) :F4p b PL& &2 0] /i B 548 Fah X %2 % i)

Rb—F TG -FF A GG N2 E o
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Z 0 FRRELTR
FIRBD4FTH it Hirh2 Fith'aF+ 28Rl d §7 973 o
EREEEARGECHA LT > AR a- EFAFRELBI O HreRB 2R
FR*GPRBECHT AT ROPEEFE RS o
Bl dm > 37 B E 2 AET RS- LA KT AR Red £ RT S kA
B4 A b 'eaE A2 b %R & (4o B 975 2 building block approach ) » 72 i & & % %_
Ji.

NFAFEF P TP PR R EATRIRDL & Flics TS g 2 pK

MTREN G EAFNKEN T AIE A TS T A LR

Settlement risk
Residual risk ;
Credit risk Other risks assaciated %‘.’”e'a.';ogt?”‘j
with securitisation and pEEUICaLE N
conceniration risk

Interest rate risk %ﬂ ﬂ Supesviony
arising from non- Silcnmas
Market risk trading activities
|:> Internal Peer group EJ Prudential measures
Legal and Caplta] Comparison ~Provisioning
: = stems & controds
compliance risk Lttt
“Reduction of inhersnt risk
Operational Liquidity risk
risk
Economic and For'.lvlard _capltal
regulatory pianning
Enmn e *Business risks
Key: {eamings and costs)
=Strategy
|:| |:| |:| *Stress test
Block 1 Block2&3 Block 4

[ICAAP T % Bl ]
%+ % & : Consultation Paper ”Application of the Supervisory Review Process

under Pillar 2 June 2005 by Committee of European Banking Supervisors

(-) FAuLERHE:
AET TSR LR R T AR
BEHREF G 2 8 dpfhde™

« RBGEYR

\}\
;'S
R

C AR o
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. FTEHEML D

o IR A gEAL K

SR AR TEE R ik Tl AT BRI R M B R R

%J‘l’fﬁ"{fj‘iijgp\ FRATIT R 2 F A ’i’f“—}—’?@—f{%‘\ s VIFE R A 41?;\ e

AFET R EamTe s SIS FATREE 2 R ¢ 3 7 R

( Qualitative standards ) :

o HFEMEEEZ FIFFEMA LTFRFAEPNATRIEZL LRG> T f A
Wh'g 122 S8 FiEo

e [TPETFCEZFERGEEILE FERAE > FFERTHRGE o

o W'RAMFR IR 2 DIEG AR R BN G ooni g B AR

o MR REIL kDB RS B o
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ERYEFTED
ICAAP g il 2 328 o & - b 7 %4007 L3 5 # # 22 P30T 8 00 A
Y RN ERYEILF IV TR A T A AR B RV NN ELF L s s
P
- R
= EBp R

1P 2 ERugd2 IR E3 LEBRTAZE (&) er dBFTAZ (&) £

Eo A Earn 2 2 E b4oT

¥

Bl

PR EDFEFEARHT AR LBP  RiL s
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HFPHREFET A O F RSN R ST AR R
E 4
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@
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’
i °

=gy
=g

o MASHHIRHNIG FAE LD ARG EF FHELBE

o FRAIBEDNFORGHTAREDRE R FEMTL LA
SN RAR AT FAr2 £ < b & (material risks)

o HHARERFE HTVELSEATEE HT A REAP L
fenikdp 2 R B

o HHEF S FENFHFIBRRETANEF LT A

o TEIMITHB R G(R RS BERG S ARG E) G LT AL
E'TMf #:i3h

o AFHF AT RArie * 2 ik (correlation and diversification or asset
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valuation assumption)

S PHERA  AFEBREY B R P I RRE LR REIAY

FAREAHEFRLF A A IR H VR -
I

1. =& &47

2. T AT

3. IS A4
2 Fe 4

ERD BT P R B F 2 A KT B A4

1.
2. AP EAIRIAZ PAET B2 AEH L K
3. 74

o LRT R EERSEMR
>ORPAK- ERNALESRE S B R ERIP L RRE R
Z A&

PP A KBS Hg ik k Rk R

A\

o B
o R
o FHR KW
K ML AVAR
LORp b 2 R 447
2. AL EH A5
3. SWOT 4 45
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B4 RIEES 2 ¥ A L BB 4 F7(scenario analysis) ¥ a7 g B 4 17 (sensitive analysis) -
1 FBAITH#- Bh T+ TR EAFE > AFABRFRT R4 2
VAR e I U
o iy H1 A f7(historical scenario):#-iE 2 £ - P HEF A E A F 2 =
FHRF PFAEELEAL PREE
o B 8 4 7 (hypothetical scenario): %+ ¢ F 2 & ¥ Bk =* B F]F 7
i A A

R E o

2. AR B~ 17(sensitive analysis) © ¢t = 2 A X - FEh & F)F - EBR g T
F o TS 121“*3(‘ fﬂ—&”Tp.ui’fﬁf«%% i [ P ik brgde llé}‘ffrﬁfﬁ»*"*\ﬁi R

TOEIEE R RO BR R > BT p T
THRERGFF  NFAEE RTRFE S ARSI DR S R (bl4ck
- HA ARG e ) i FIF RN PEL R B RS
12 BRI R A T A M BT R T AL L SRS Kb R A BT

j&ﬁﬂ:}ﬂ—ﬁ’?@(zﬂj DGR TR T ARE )

A EEe TSR P BRI Y 23 2 0 YTREARPIEE S o PIREERY B3
IR et o AR AT R S R b R 0 T oA B E TR
FIE o i L MIRRY AR B GE R SEERE  UEER

i A FOH % o

THEBEEEAFRPBEZIRAFR NIRRT R PIESE HERFLE
BRNE - A A NE AT AG LS REL L GF c DHHAFT A L

Bowi® - Az i dF ol F LR R ML GG R AER
FEGB B F AV RAAFERLS - AR K2R PIBIPE NS
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FEMRGERRAMe 322" R ~Z 2 LR R'GFIES L cnEs - kGG
/b & EH/h wEE ~ (F¥ 4 F (operation control ) 2 b & 32k KL/ (system)

TEE LI R EFRP o

- R RERRG
1L BB ARAEMR IR bSF T - FEE2RF iz FEBLGH

#ﬁ’i@éé%%aﬁ&%’Mwﬁ%&%\aw&%\ﬁ%&%\m@ﬁ

R R R %ﬁﬁ&ﬂfg&;ﬁ}k%aﬁ FERE R G H IL Jr#ﬁ;)

FRACFFEREIAMAAFLEE PRI AR #ifgﬁwo&

G IR S MR R SV LR R R R o

THFEAPER G E LR ~ e L2 AT h ey MFLR -

3 I M FFEAAHAGFTHIZ TR MBF AL TR MBI RLE AT 2§ &
BEpEe > FF € EFERAFTRIRITT R DR LGS b
P IR F I ke

4 b HEE e ET AN BB NFLR R EF o RGP ILE L
FEZRFAR G IEAR A ARt e e F A E B R chizdlin

¥ m

=

rno
{

A2 o
R 2R G5B /R e RIRRm 8,7 T2 Ry 8l
WmAHEENRSR ) 2 TR L F A G -h & F I (strategy) ~ 52 R (policy) 2 A% 5

(procedure) % % i 2 @ F T Ko -h &5 o

o FZERGERM N NE
L R{ZEr AR BFE L E b e § 29 2WMFRY > miEgdiLh
MR ILERE A A RN N EAF -
2. HELUPRGFRIERT > aEG EBEBBOR G o R E LR
R IR
3. PR LBRGE AR S F T S BHERE
o WP RERGEIEGEE, PEZ 2FRGEEY L

o LR -RpGTE  MNEZEFDRGEFD
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o LINPUEMGHHIATR R ERFER

o NELEFAPR'GHEEEHIRTEES o

2 RBFER/AGER/A AL
Lo FEIRGF LB MR GRS R IR ERE RN ARy
TR, cR'GERG - BRSO - AR ETERL
y 7% F RN S
Fiopminiz REFEEAFEEN AR LATR O NEFER MR G

d + @ T ;% (top-down approach) > ¢t 5 B & B

2. REFRELERFEH Y- RIFGanyifz ) 87 Fenh %5~ 2 &5
B FAEA AR fRE AT TRt RIER G 0 MADRR G R G ARE B E AT RE o
R - HITLREFPEFEIGFRET AL ik -

3. RERFPFTIAPMA G ELTFWBF > WEFEE €2 FIFF AT 5%

BTN EFRMTRARE FARE -

i

ESRC X X ez x) WY @T’:{i/}k T FR R G R ] P ;%‘%jﬁﬁ@ TR ?g? 5
FARHAH 2 T4 R F AR o BEARGL wiIth'GHE ~R'GEIE RGAE
ARP] > TER AR R LA -

r ~ E¥4E (operation control)
1. BAfrwE>E2Fm ~ ¢ ‘19"]%’ ‘E'ﬁ\« f?“’ i ZKFFA"\E"CJ 1;"]%’ ﬁ-":’
FEBRHREI A G IR b R T

‘%‘“

2. RHU(s pERECE FRABEC)REREGEERE 2O FEL G E R
ARE ARR > MFEEH TR E AR L E LA R R o

I~ R'%EFEER/4 (system)
HEREZFFLRGFRTAFE > N2 H B SR PTG WEEERFE

LHEE R EROFEE Y E R e R
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