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With more risk-sensitive capital charge to promote the safety and soundness of
financial system, local regulatory launches the Basel Il in 2007. Please answer the
following questions briefly about credit risk management under Basel Il requirements:

Banks must categorize their banking-book exposures into what kind of asset
classes with different underlying risk characteristics under IRB? 6

What is the risk weight of residential mortgage loan without CLTV(current
loan-to-value) under standardize approach? 4

What are the eligible credit risk mitigation techniques to reduce exposure under
standardize approach? 4

What is the definition of stress test? 2 and How to execute it? 4 and
What are possible strategies to reduce risk if projected loss is unacceptable
under IRB? 5

What is Operational Risk? Please elaborate the definition with respect to business
areas in a financial institution for capital allocation purposes. 15

For the measurement methodologies, please outline the methods for calculating
operational risk capital charges. 10



