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2¢% ST AT ST &gl FIC AR |

SI54e1 AT AGRTS wo Wi e Feife Fare 27 | ey wiee wo e 79 Jia w4 (TS A1 |
fafo=:

AT 83 TRIAN, (STl TTS AWIECSS WA AR {2era 2206 [reitst fafews etave 41 27 |
T ST AR (Fed IRERTSICS fefage o ae% ol fars 27 | fafexm siet A vo
e e =i e =1 | ReT e =iws wo e T i w41 @0 A |

&m-89 : I JieFR e oA, =l i s oF AfRifte yom a3 fees v
ole %8 FRA I8 e I Y FAC A2 BPE-6th,
T TP A SR @l @RS afede o Afeifis Jeaw a3 s (Rere)-aq
@B 2% (HAfo* *Io1ed) 15 B TG oo 1 41 TS A | @63 A’ Ay @3 A Tl
@I @ afede B-E F=fe AT 2 = |
Jfeer: B Rfface oy foe qrre:

o FUGIIMA CAIN-TRLR (TN AP, TRFA) T QTSI 7917 |

o TEMIA Yo TR STACH WS TG | (ST WA S, @R TfeetE 3 e

TNEE W liquidate 31 Rfer wca face =) |

orM-88: WifkS AP WIZA, Sobo AR (34 ARG Yt weifEw I “Af5ea 1% Fiz BPE-
6th,

Wil afed @iz, ssv9 (Financial Institutions Act, 1993)-93 wo [ (Section 30)
SR ARG oS SRAfE A AAREaR 1w @ s e et zeE:

Page |20



MetaMentor Center, Unlock Your Potential Here

if: A A S AT FIT IS TPFS (A4 AZEMA QR T 703 WA 53971 AAfGIeT1 50,
W2 AR 6T TR A (7R I B A, Ord ol e el R 2w

o TRME: TR YR () I ~E IRMY AL

o TN Wik 25 T (¢,00,000) BIF ARG WA S WA

o To Ma: gFE AN IR IR TRV TS NCeR NG F0S A |

&R-8¢: Y 4t SNFCS PAON F© B A T4t w2 BPE-6th
oL 4 AT T FAR FToN SLTeH XC+T—¢,00,000 (7A6 7TF) T |
sRrerd Tl @RI qR—

o Y WS SAIZH, 2000 ST

o (I AT A AT aAfoDi

o W (A GO IR ¢ &F GIFl A1 ©IF @ T SAne T AT,

o IR ET3 MG AW Ty AL Yt AT e S T |
e, ¢ T GIeE T WK 20 9L A SRS T S AW | GG GG WA q AR
&S TP FACO T |

sfiffes =0

Q-01. ABC Bank has the following financial data as of December 31st.
Tier-1 Capital : BDT 1500 crore
Tier-2 Capital : BDT 500 crore
Deductions from capital: BDT 200 crore
Total Risk Weighted Assets (RWA) : BDT 18000 crore
Calculate the Capital Adequacy Ratio (CAR) of the bank. Based on your calculation
assess whether ABC Bank complies with the minimum regulatory -capital
requirements including the capital conservation buffer as per Bangladesh Bank
guidelines. BPE-6"
Ans:
Given data:
e Tier-1 Capital = BDT 1,500 crore
e Tier-2 Capital = BDT 500 crore
e Deductions from Capital = BDT 200 crore
o Total Risk-Weighted Assets (RWA) = BDT 18,000 crore
Step-1: Calculate Total Eligible Capital
Total Eligible Capital
= Tier-1 Capital + Tier-2 Capital — Deductions
=1,500 + 500 — 200
= BDT 1,800 crore
Step-2: Calculate Capital Adequacy Ratio (CAR)
Formula:
CAR = (Total Eligible Capital + Risk-Weighted Assets) x 100
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Calculation:

CAR = (1,800 + 18,000) x 100
CAR=0.10 x 100

CAR =10%

Step-3: Regulatory Requirement (Bangladesh Bank — Basel I1I)

e  Minimum CAR =10%

e Capital Conservation Buffer = 2.5%

e Total Required CAR =12.5%
Assessment

ABC Bank’s CAR is 10%, which meets the minimum CAR requirement.

However, it does not meet the total regulatory requirement of 12.5% including the

capital conservation buffer.

Q-02. Based on the given information of 'A' bank, answer the following questions:

Paid-up Capital Tk. 1,392 Crore
Statutory Reserve Tk. 1,000 Crore
Retain Earnings Tk. | 420 Crore
Perpetual Bond Tk. 300 Crore
General Provisions Tk. 650 Crore
Subordinated Bond Tk. 360 Crore
Total Risk-Weighted Assets (RWA) Tk. 30,200 | Crore

a) Calculate 'A' bank's minimum capital requirements.

b) Calculate CET-1 and Tier-I capital ratios of the bank.
¢) Calculate Tier-II capital ratio of the bank.

d) Calculate total capital to Risk-Weighted Assets Ratio (CRAR) of the bank.
e) Interpret the results above against minimum regulatory requirements of

Bangladesh Bank.
Ans:
(a) Minimum Capital Requirement:

Minimum Capital Requirement = RWAX10%

=30,200%10%=3,020 Crore

(b) CET-1 and Tier-I Capital Ratios:

CET-1 Capital = Paid-up Capital + Statutory Reserve + Retained Earnings
Tier-1 Capital = CET-1 Capital + Perpetual Bond

CET-1 Ratio:

CET-1 Capital

CET-1 Ratio =

Tier-1 Ratio:

Tier-I Ratio =

Tier-T Capital
- P

= 100

100
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Inserting data:
CET-1 Capital = 1,392 + 1,000 + 420 = 2,812 Crore
Tier-1 Capital = 2,812 + 300 = 3,112 Crore

2812
3,112
Tier-I Ratio = ——— x 100 = 10.
ier-I Ratio 30,200 > 100 0.30%

(¢) Tier-1I Capital Ratio :
Tier-I1 Capital = Subordinated Bond + General Provisions

Tier-IT Capital
RWA

Tier-1I Ratio = = 100

Inserting data:
Tier-I1 Capital = 360 + 650 = 1,010 Crore

Calculation:
(d) Total Capital to RWA Ratio (CRAR):

Total Capital = Tier-I Capital + Tier-II Capital
Total Capital y

'RAR = 1
CR RWA 00
Calculation:
Total Capital = 3,112 + 1,010 = 4,122 Crore
4,122
CRAR = = 100 == 13.65%

30,200

e) Minimum capital requirement of BB is 10%

So, the company is maintaining minimum capital as per BB guideline.

As per BB guideline Minimum capital requirement is 10% + Capital conservation buffer
is 2.5%

So, Adequate capital requirement is 12.5%. So, company maintain adequate capital as per
BB guidelines

Q-03- From the following capital elements of XYZ Bank PLC, calculate CRAR, Tier-
1, Tier-2 and minimum capital requirement.

COMPONENT Amount (BDT in Crore)
i) Paid up capital 500
ii) Non-repayable share premium account 150
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iii) Statutory reserve 250
iv) General reserve 150
v) Perpetual Bond 400
vi) General Provision 100
vii) Retained earnings 200
viii) Minority interest in subsidiaries 100
ix) Subordinated debt 150
x) Total Risk Weighted Assets (RWA) 20,500

Ans:

Tier-1 and Tier-2 Capital Ratios are as follows:
Capital Components Amount
Paid-up Capital 500.00
Non-repayable share premium account 150.00
Statutory reserve 250.00
General reserve 150.00
Retained Earnings 200.00
Minority interest in subsidiaries 100.00
Perpetual Bond 400.00
Total Tier-1 Capital (Going Concern Capital) 1,750.00
Tier-1 capital ratio= (Tier-1 capital/ RWA) 8.54%
Capital Components Amount
General provision 100.00
Subordinated debt 150.00
Tier-2 Capital (Gone Concern Capital) 250.00
Tier-2 Capital ratio= (Tier-2 capital/ RWA) 1.22%
Tier 1 capital 1,750.00
Tier 2 Capital 250.00
Total Capital 2,000.00
CRAR (Capital to Risk Weighted Assets Ratio) 9.76%
= (2,000/20,500)

Minimum Regulatory Requirements and the performance of X bank are shown

below:
Ratio Regulatory Actual performance Fulfillment
Requirement of ABC bank
Minimum Tier 1 | 6.00% 8.54% Satisfied
capital ratio
CRAR 10.00% 9.76% Not Satisfied

Q-04. Scenario:

A bank has Total Demand and Time Liabilities (TDTL) of BDT 12,500 crore. The
Cash Reserve Ratio (CRR) is 4%.
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a) Calculate the amount of cash reserve that must be maintained with the central
bank.
b) If the CRR is reduced from 4% to 3.5%, calculate the new reserve requirement
and the amount of reduction.
ANS:
Scenario:
A bank has Total Demand and Time Liabilities (TDTL) of BDT 12,500 crore.
Cash Reserve Ratio (CRR) = 4%.
(a) Required CRR to be kept with the central bank
Formula:
CRR =TDTL x CRR rate
Calculation:
CRR =12,500 x 4%
CRR =12,500 x 0.04
CRR =BDT 500 crore
Answer:
The bank must keep BDT 500 crore as cash reserve with the central bank.
(b) New CRR at 3.5% and reduction amount
New CRR = 12,500 x 3.5%
=12,500 x 0.035
=BDT 437.5 crore
Reduction in CRR = 500 — 437.5
=BDT 62.5 crore
Answer:
New required reserve is BDT 437.5 crore and the reserve requirement is reduced by BDT
62.5 crore.

Q-05.ABC Bank PLC has provided the following financial information in BDT crore
for the year ended December 31, 2025:

Serial | Description Amount
1 Common Equity Tier 1 (CET 1) 1250

2 Additional Tier (AT1) 350

3 General Provisions 360

4 Subordinated Debt (Meeting qualifying criteria) | 500

5 Credit Risk Weighted Asset (RWA) 26000

6 Market Risk Weighted Asset 2500

7 Operational Risk Weighted Asset 7000

Additional Information:

(i) Capital requirement is 12.5% of total RWA (with MCR of 10% of total RWA);
(i1)) General provision cannot exceed 1.25% of the credit RWA;
(iii) Total Tier 2 capital is limited to 100% of total Tier 1 capital.

Based on the given information, calculate the followings (Please show all calculations
clearly):

(a) Calculate total RWA of ABC Bank PLC.
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(b) Calculate eligible Tier 1 capital and eligible Tier 2 capital of the bank.
(c) Calculate total eligible capital of the bank.

(d) Calculate Capital Adequacy Ratio of the bank and make comment on it.
Ans:

Given Data,

Common Equity Tier 1 (CET 1) =Tk. 1,250 crore
Additional Tier 1 (AT 1) = Tk. 350 crore

General Provision = Tk. 360 crore

Subordinated Debt = Tk. 500 crore

Credit Risk Weighted Asset = Tk. 26,000 crore
Market Risk Weighted Asset = Tk. 2,500 crore
Operational Risk Weighted Asset = Tk. 7,000 crore
Required CAR = 12.5%

(a) Total RWA

Total RWA

= Credit RWA + Market RWA + Operational RWA
=Tk. 35,500 crore

Therefore, total RWA = Tk. 35,500 crore.

(b) Eligible Tier 1 Capital and Tier 2 Capital
Tier 1 Capital =CET 1 + AT 1

=Tk. 1,600 crore

Therefore, eligible Tier 1 Capital = Tk. 1,600 crore.

Eligible General Provision

=Tk. 325 crore

Tier 2 Capital

= Eligible General Provision + Subordinated Debt
=Tk. 825 crore

Therefore, eligible Tier 2 Capital = Tk. 825 crore.

(c) Total Eligible Capital

Total Eligible Capital = Tier 1 Capital + Tier 2 Capital
=Tk. 2,425 crore

Therefore, total eligible capital = Tk. 2,425 crore.

(d) Capital Adequacy Ratio (CAR)

_ Total Eligible Capital

CAR
Total RWA

100

CAR
=6.83%
Therefore, Capital Adequacy Ratio (CAR) = 6.83%.

Comment: Required CAR is 12.5%, but the bank has only 6.83% CAR. Therefore, ABC
Bank PLC failed to maintain the required capital adequacy ratio and has capital shortfall.
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Page |27



MetaMentor Center, Unlock Your Potential Here

SRCAIN AfSTIN AT A (FICAT HAY PRGN S(G© ] |

Q-03. SrEpPTee AeTEIHMR &) wFod AfRefe @R, AF T ITECR:

T N AT effopitTa g TIg @ |

FEie Fife Jremie i et e |

SREATS T T TS A T L FLIR S TR 2@l |

@T5 ZfoR @feans eem, 7 eRare wie afsraes! f2 w0 |

AT FICFA @6 e Jeal (CIB)-co wifereief®, a wifs Rupares
e I |

Q-04. I, oI FIRFA fAfcbres =fivEme Ffereens wift (personally liable) Tt Tf6® |
CERAER GG

FRA O TR A O fon TS T @R ©=® (siphoning) FRIF e O
iR |

T IR AT S, a2 2fReTeee [N A1 Gifes A FIee Aee weed
TR B, O ARG JfFereeig w2 |

SITVR AR TRIFS Spwibaet s 3, afb @I IS wberet 1 seif<dt 797 |
Jfeere nEmel SRACS @ AT TG @4 T GR WAL JI=H e Thro
I |

ARG A9 @R, ARDE 6w A @R THEs FREm TetaeeR Tow [fafhmy
A RO AN |

el BT TR (@ Ol SIVe FAolH A#RIITN FCA0A, T Jfeae saRfmie oo
TANS AN A |

End of Chapter
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