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1- Guy Ford & Maike Sundmacher — ""Bank Credit Rating
Dynamics" — 2007 *
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Research Papers, Vol.3 No.4 October 2007
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2- Maike Sundmacher & Craig Ellis — ""Economic Capital,
Loan Pricing and Rating Arbitrage"* — 2007 *
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1- Sundmacher, Maike and Ellis, Craig. Economic Capital, Loan Pricing and Rating Arbitrage,
University of Western Sydney, School of Business, October 2, 2008.
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3- Alexis Derviz & Narcisa kadlcakova- Business cycle,
credit risk and economic capital determination by

commercial banks -2005 *
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1- Derviz, Alexis and Kadlcakova, Narcisa, " Business Cycle, Credit Risk, and Economic Capital
Determination by Commercial Banks, BIS Papers No22, 2005.
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4- Guy, Ford & Maike Sundmacher, The Impact of
Economic Capital on the Optimal Funding Equation for a
Bank -2004 *
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1- Ford, Guy and Sundmacher Maike, The Impact of Economic Capital on The Optimal Funding
Equation For a Bank, Macquarie University, Graduate School of Management, November 2004.
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5- Rafael, Repullo and Javer, Suarez, Loan Pricing Under

Basel Capital Requirements -2004 *
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Financial Intermediation, VVol. 13, No.4, October 2004.
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6- Michel Dietsch, Joel Pety- The Credit Risk in SME Loan
Portfolios: Modeling Issues, Pricing and Capital

Requirements- 2002"
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1- Michel Dietsch, Joel Pety, (The Credit Risk in SME Loan Portfolios: Modeling Issues, Pricing and
Capital Requirements), Journal Of Banking And Finance- 2002- VVolume 26- Pages 303- 322. Publisher
Elsevier Science B.V.
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! Matten. C. (2002). Managing Bank capital. Wilev. Chichster. He defines EC = risk capital + good will.

90



6 2ba®Y) (Jlal) (f, G

Economic Capital

leealsi A Adailly A8sulls Aslal) Lhlaal e leall s SalaS gola@®Y) JW Gy deny
e O (e %99) %100 e Ji A8 (4o (ypma (s5ise e B Jlal) (uly 2335 AL dsnsal
O Biay Cumy Lol 8 8l S5 8 ggine 5L 25 %100 (ssiue die aluial laa Gl
Cagail) (3aty cCapaall B Aleall 5855 cagu) Alea Jal e JWl Gy o dllad) 21l
gl ClaalS AR cld GahlaSU A& 85 Ly cCaagiosd) LY

Pl dadgsial) pe leall B Ciead) laling ) JU) Gul) (e 2SIl abai®) Ll Gl ol
OSars Jlad) (el Congiunal) Lyl Capail) o dlalaall (gl Lo 38 (g5l die Badae Ayl 35
}w\ewww\h@b&mmhd\&wm&

1 %0.3 Holasy Y1 oty dedldl) dadl P slawdl ae Jlisl 8 S&P s BB o 3l
BBB (ayuai lgild slial) 3ian S (uSlee JSs %97 2ie V) e saaiy o ey A8 (g5
%99.5 i sime v SV 1e%0.05 muad dandl axe Jlaal (miss ol caay

e 05 o duawsal e Al DA %99.5 33l e dkiladlly BBB caian (3ia3 8 4e )l ()
o3 Jlaialy ol A DA slaudl e Caal Jaine gliaw TsulS %0.05 e dsilaall GIS Jle i
Al Aysbe dawdl e g o) Al JeadU Agliid) Aedll (60 o ey L 5 DA %99.5

L lal DU ALl

91



Dwad b lally Mg Gadadl sleall oV 'Aaiadl e lall Gacady ala@yl Jl) G
oAl ilal liggall G5 die g A pad) (ilesdll) claisall

t sl JLl Ll sgiad Lgadatinls Lag)s Jalye saay Cijlaall iy

Goagl) e Ty yuedl) cdainal (Jlee ¥y iV s Lo -
Sl iy s Jldl Gy K ) Yeas Geediadiidl gsiee o o) Lalia -

W Gy Gl sl el U dialald)

g alai®y) Jlall () pggda —i

it gl vie Ct 2 tad) Jla) (uly il e t ol die clal5ills Jadld 48 su) dall Dt 5 At (K4

=1 Wl xe st =0 4l Ly xe

o Aldll glins Toud ladiad (il e 1D s A & apadll 5 Jeall o dpan] Nl culS 13
toaie Jea) dad sSin ((JW Gy IS Latie (e 48 ggiue 2ic C1 = 0 laxie f) L jaliadll (S
ropdll Aed daxd ol = ]

C1=0

Cr=Ap( +r4) (1 -L)=-Dg(l +rp

Shlaal sy Jaatl W (uly o0 daslhae dad J3l s ECO o s s

EC0=A0—00

L Englemann, Bernd. A Framework for Pricing and Risk Management of Loans with Embedded Options. Frankfort,
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! Saita, F (2003), Measuring risk-adjusted performances for credit risk. Working Paper 89/03, March.
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1- Alessandri, Piergiorgio & Drehmann, Mathias. An Economic Capital Model Integrating Credit and Market Risk in the
Banking Book. European Central Bank. Working Paper Series No 1041. April 2009.
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1 Rockey leraci, Model Validation A RAROC Case Study, Standard & Poor's Risk Solutions, February 27th, 2008.
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1- Rous, Philippe. The Expansion of Services in European Banking: implications for loan pricing and interest margins.
Journal of Banking and Finance, Vol 32, issue 11, Nov 2008, p 23-25.

2- Jones, David & Mingo, Hohn. Credit Risk Modeling and Internal Capital Allocation Processes. Journal of Economics and
Business. 1999.V 51. P 79 - 108
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* Rockey leraci, Model Validation A RAROC Case Study, Standard & Poor's Risk Solutions, February 27th, 2008.
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* Rockey leraci, Model Validation A RAROC Case Study, Standard & Poor's Risk Solutions, February 27th, 2008.
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L. Derviz, Alexis and Kadlcakova, Narcisa, " Business Cycle, Credit Risk, and Economic Capital Determination by
Commercial Banks, BIS Papers No22, p307, 2005.
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H1.2 |-23.698- 48 .000 -1.17687- -1.2767- -1.0770-

il ey avgie Gn Afliaa] ANVS @3 God b o Gl dssall e Gty Adlan) Aallaall ax
Jial a5 (0.00) Lyswsall AV (s5ie dad Cialyy o(3) alidY) L) deds (1.82) dasill die
O i 3y Ay ity sl dill Jangiag cLiliaa) Jla 3l Ul (0.05) dplaill AV (gsine (e
b sl SV Jalal)l a5l Capaall Bpal Asbad) O g5 Aaa ) (s5ine (gl dial) A

sl Cipladl el s M)

3-1 il
as Al s ey LAl Hl) cabag il asaas (53 dnlaty) hlaall Gl bl IS

(24) A& Joa>
A Ayl Lol jil) e LAY Lo i) Auln)ill T- Student jLidl (ails

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean

H1.3 49 1.8214 .32676 .04668
One-Sample Test
Test Value = 3
Mean 95% Confidence Interval of
t df Sig. (2—tailed) _
Difference Lower Upper

H1.3 - 48 .000 -1.17857- -1.2724- -1.0847-

e il oy Janigia ( Lileaa] A1y g8 lia o Giladl Jgaal) e oy Aflas) Aalladll 2y
o sraal a5 (0.00) Lsuaadl YA s5ise dad Cirlyy o(3) ol LaaY) dads (1.82) )
oan Al Al Hhlaall Guld caslad o 555 A al) (i il (0.05) dpdadll AYAl (ggie

gl A A gl o Glldg g ) et Gahe Y LIS ) (K Y eyl
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(25) A ds2>

A iyl A il e Ayl A il Lpdajill T- Student s (aidle

One-Sample Statistics
N Mean Std. Deviation Std. Error Mean
H1.4 49 1.7551 43978 .06283
One-Sample Test
Test Value = 3
t . Sig. (2- Mean 95% Confidence Interval of the
tailed) Difference Lower Upper
H1.4 - 48 .000 -1.24490- | -1.3712- -1.1186-

due il Glays augie g Wilas) @y a8 dla o Bl Jgaad) e oy Adlan) dallaall ey
e yrual a5 (0.00) smaad) ANV (siise dad cilys o(3) oamli@y) HLEAY) dady (1.75) Ca)
QW ) aseial Llall 5aY1 Guai pae o SS535 Azl iy Ul (0.05) dphdl AV i
A Al o)l e @y el ahel gabaidY) Jldl Gy e slal) asgie i e i galaid)

Laad)
(1) Lzt
o e Bl Gl e g il s glul A8 e Byype 8 yaal) Jeall Bl A5 S5 Y
Lgahaﬁ‘i\ Jd)
(26) a2y Jox>
A Ayl A il T-Student HLad) (ails
One-Sample Statistics
N Mean Std. Deviation Std. Error Mean
H1 49 1.8085 .23507 .03358
One-Sample Test
Test Value = 3
df Sig. (2- Mean 95% Confidence Interval of the
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tailed) Difference Lower Upper

H1 - 48 .000 -1.19152- | -1.2590- -1.1240-

DLRY) dadis (1.8) Canal) de abil cilays Taegia (e Lilan) @ls 358 @lia o Gilud) Jsaall e oy
(005) gyl AVl (geiie (e ):..41 LY (OOO) LDgunal) AV gsiwe dad Caalyg c(3) Gm\).ﬁ‘}“
et bl a8 e 39 Apee (8 dadll Jeall Al A3 o) Syip Ayl min bl

Aaal) alal oY Ty iy gabai®y) Jlal Gl e bl (el e g )

1-2 dua il
AladY) gl mie die G AahaY) Shlaa) (n Capad) 8 adieall gl e aslad S

(27) 4 Jy
Ll Ayl L jdll (e SV A jdl) k)il T- Student jLid) eile

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean
H2.1 49 1.9082 .36334 .05191
One-Sample Test
Test Value = 3
t " Sig. (2- Mean 95% Confidence Interval of
tailed) Difference Lower Upper
H2.1 - 48 .000 -1.09184- | -1.1962- -.9875-

e A Clags busie gn Libas) Al 58 Gl o @Bl Jssall e ity Adleas)) dalladl) oy
o sl s (0.00) Lsunall AN (giine dad Cilys (3) bV LAY dady (1.9) G
Coipaall & adinall gyl e Coglad of SS535 dpajdll iy Sy (0.05) dpdaill VAl (55
s bl o el ALY Bl mia vie GALHN AabAY) Shalaall G Saer Y (sl 4 Jeny 53)

LGl de il

2-2 dua il
sl AY) A Gaal Gl e % Y lalaal (el Gipemall 8 1810 23 gai sl
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AU Ayl A il cpa ALY due Al A it T-Student jLid) (el

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean
H2.2 49 1.7878 .32509 .04644

One-Sample Test

Test Value = 3
t o Sig. (2- Mean 95% Confidence Interval of the
tailed) Difference Lower Upper
H2.2 - 48 .000 -1.21224- -1.3056- -1.1189-

e I Clags busie gn Libas) s g5 @l o Gl Jsoall e Oty alaal) dallad) s
ol Capeadd) 8 Al zisas el of SSyip Lpuajdll Gmin s (0.05) Akl ANV e
il A 1 el o @llg ol S8 palY) Gl uld e i alad)

3-2 dadll
oY) allSs ald A Ads By 2 galaidy) JLall oy Zigad RN 8 Y
(29) ad) Jsaa
AUl dwdy)l) dda il cpe ALY A i) 4k il T- Student jLid) (aila

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean
H2.3 49 1.8571 .31358 .04480

One-Sample Test

Test Value = 3
¢ of Sig. (2- Mean 95% Confidence Interval of
tailed) Difference Lower Upper
H2.3 - 48 .000 -1.14286- -1.2329- -1.0528-

Ae A Gl Tacosie (o Uil A3 (358 llin of Gl Jpnl) (e Cpafs Ailaa) adlaal) 2ny
e sl a5 (0.00) el ANV (ggine dad il o(3) ol HLERY) dady (1.86) sl
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DAss ala®Y) JLall Gl z 35 oy o 555 Az dl) (i Il (0.05) dpdadll AYAl (g5
ol Ao A ol caea @iy (gl BY1 ol uld A ST sl

4-2 dua il
paa) O i) A5 uld b Cipead) Lilas e gola@y) JWl il gy i Y
(30) a8 Jya
AU Ayl dda il e dagl)ll due 8l A it T-Student jLid) (ailas

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean
H2.4 49 1.8531 .36234 .05176
One-Sample Test
Test Value = 3
t . Sig. (2- Mean 95% Confidence Interval of
tailed) Difference Lower Upper
H2.4 - 48 .000 -1.14694- | -1.2510- -1.0429-

e I Clags busie gn Lilas) Al g8 dllia o Bl Jssall e Gty Adlaa)) dallad) sy
o oal a5 (0.00) dsunall AN s5iue dad Cilys o(3) b)Y dads (1.85) Gl
Lilae o gobaid®y) JW Gy ang of 555 Ayl iy Jally (0.05) dplall AVl (ssie

il Ae b 6l e @llig A8y ST IS Callsall (uld 8 iy Cajeadd)

Al A Al
ady S 0 Qb)) allSs Clua 8 gabaidY) Jld) (Gl e diledl Jane aladinl s Y

(31) a8 Jya
Al dandy)l) dua il T-Student (aila

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean
H2 49 1.8485 20174 .02882

One-Sample Test

Test Value = 3
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Sig. (2- Mean 95% Confidence Interval of
t df
tailed) Difference Lower Upper
H2 - 48 .000 —-1.15145- -1.2094- -1.0935-

Al e baugie o dilas) Ay @il Gy dlia o Gl Jeaall e oy Ailaay) dallad) any
o i a5 (0.00) Lpmnall ANV (g5ine dad itlyy (3) (oaliY) LAY das (1.85) Canll dige
Wi Gy e ailal) Jiae sl of e 55y Al (edy Jallg (0.05) Akl ANV (g5

Al 3 gl ca iy A8y ST IS Gl BY) IS Gl o i G il Jad b galaiY)

1-3 4uadl
Sl ddasiyad) lalaadl 385 el b€ clball sasy LK ) dpadel) o)aY) anlie i

(32) & Jyaa
JANEY Al Al pdl) e AV Aedl) Aul il T-Student (ails

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean
H3.1 49 1.7296 .28338 .04048

One-Sample Test

Test Value = 3
t " Sig. (2- Mean 95% Confidence Interval of
tailed) Difference Lower Upper
H3.1 - 48 .000 -1.27041- | -1.3518- -1.1890-

Al ey bavgie o Ailan) Ay @l Gy dla ) Galdl Jsoal) e cpity dilasy) dalledl 2
e 8 25 (0.00) Lsunall AV (g5inn dad Cialys (3) (o) LAY dadis (1.73) Cad) e
LIS D) J<i Y Apadall o) Gaylie of 555 Al iy Ml (0.05) dpbaill AV (s5i

Aal) abal (o) G @l g Nlally Adagipall laliall (385 ueadl) cul))E el dasy

2-3 dpadl
ddy €I i dasY Juadl Ll gabaidy) JW) ) e el Jase 53 Y
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(33) ad) Joa>
QAN duwdy)) Auda Al (e Al A i) dud it T-Student L) (adla

One-Sample Statistics

N Mean
H3.2 49 1.9218

Std. Deviation
.28075

Std. Error Mean
.04011

One-Sample Test

Test Value = 3
t " Sig. (2- Mean 95% Confidence Interval of
tailed) Difference Lower Upper
H3.2 - 48 .000 -1.07823- | -1.1589- -.9976-

Al ey Lavgie o Ailas) Ay @il Gy dla o GLd) Jeaall e oy Ailaay) dallad) any
e BB a5 (0.00) Lgunall AV (g5iin dad Cialyy (3) (oalid¥) LAY dadis (1.92) Cand) die
Jhsy by Jld) Gy o ailad) Jiae of 2S5 dpapdll (i ks (0.05) Al AVl s

Aad) 2l gl o g A8y STl A Jaadl Lalia

3 Qi
£1 ) apil Jumdl Ll golai®¥) Jll uly e slad) Jane iy Y

(34) A& Jo
JAAY Ayl Aua il T-Student jLad) (aila

One-Sample Statistics

N Mean Std. Deviation Std. Error Mean

H3 49 1.8449 .22459 .03208
One-Sample Test
Test Value = 3
t y Sig. (2- Mean 95% Confidence Interval of the
tailed) Difference Lower Upper

H3 48 .000 -1.15510- | -1.2196- -1.0906-
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Conclusions And Recommendations
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Question 1

o2 Al et lee e i o ALY bl (ana Wiy g Al il 459080 Jalguin puia gy Ciyladll G ane

Frequency Percent Valid Percent Cumulative Percent
1 13 26.5 26.5 26.5
2 31 63.3 63.3 89.8
Valid
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

IS AT 315 ) pai o 3ok Gl e 1S Gruatioaddl (e 13 o Gl Jsaall (e Laadls
AlaY) olad (e 1S B (il e 1518 Cpniasdl (30 %89.9 das o (ol ilsa s

Question 2

bl a5 Aad sial) 8l gally A pomall Bl Jaggy et sl JLia) e 55 ) g€ e Auls d5mg a2e

olay) lalia 5ol (alad) 4o/ 4/93 LA

Frequency Percent | Valid Percent Cumulative Percent
1 12 24.5 24.5 24.5
2 35 71.4 71.4 95.9
Valid
3 2 4.1 4.1 100.0
Total 49 100.0 100.0

5 18IS AT 35 Jlsadl i e 3l cuilse e 1918 il e 12 o) ladl Jgaal) (g aadls

Ay olad cplae 1518 U cpiilsa e 1518 Gaindll (10 %95.9 Hans of (5T (s

Question 3
Blgall Jay)l (3 5all Capnall Angi ae 5 Ay i (gl ) o i Y gola®Y) Jld) () aseiad g il S aae
gz Aagpdl hladl
Frequency Percent | Valid Percent Cumulative Percent
1 9 18.4 18.4 18.4
2 38 77.6 77.6 95.9
Valid
3 2 4.1 4.1 100.0
Total 49 100.0 100.0
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Question 4
Dl 1 gl SV el sl gl e Aol 35 Sl (mid fady 38 al Cipaaall 2ol Ay
yladll 4
Frequency | Percent | Valid Percent Cumulative Percent
1 16 32.7 32.7 32.7
2 32 65.3 65.3 98.0
Valid
3 1 2.0 2.0 100.0
Total 49 100.0 100.0

IS AT 32 5 dhadl i o 5ol Gl e 18IS Cpuatiaal) (e 16 0 Galad) Jaall (e Laadls
ey ol Cpalae 1518 U Cpiilge e 151S Gauatiaad) (e %98 dans o (5] cpilge e

Question 5
Grn leaiay (Al (gl jaaid (B Cipaddl JE e i O Andliall aSay Cpliaall 4l (A jadll Ghala o)
leo ddaiiyal) Lhaladl)
Frequency | Percent | Valid Percent Cumulative Percent
1 10 20.4 20.4 20.4
2 35 71.4 71.4 91.8
Valid
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

IS AT 35 5 dhadl i o 50l Gl e 18IS i) e 10 0 Galad) Jgaall (e Laadls
ey ol Cpalae 1518 U Cpilge e 151S Gauatiaal) (e %98 dans o (5] cpilge e

Question 6
Cas Al s b hlaall 21y Gl 2 3se cilasie G5 Glo it o el aay el SUE Cipead) 05 o
Frequency | Percent | Valid Percent Cumulative Percent
1 10 20.4 20.4 20.4
2 34 69.4 69.4 89.8
Valid
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

SIS AT 34 5 dlad) i o 50l Gl g 1518 i) e 10 o Galid) Jganll (e Laadls
ALY olad Caulae 1S (W5 (ilse e 1S Opaniieaal) (e %89.8 dus of (sl (pilse e
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Question 7

395 1Al o 8pblaall Aslet) cDlgully Aagyall Halaall Z pasl) cilapdill s Sl sas gell Q) i ()

oad S AlaY) Hhlad) (uld e Ao of

Frequency Percent Valid Percent Cumulative Percent
1 11 22.4 22.4 22.4
2 35 71.4 71.4 93.9
Valid
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

1S 00AT 35 5 Jlpedl i e 30 Culilge i 1S cpntaddl o 11 ol Gl Jpoal) g Laads
ey ol cpalae 1518 U cpiilge e 18IS Gruatiaad) (e %93.9 s of (sl clilse e

Question §

V) sal e jslailly il halie Aslay) lalaall (536 Capadll e 3alall cilagyil aass
ALY COaleall (gsine o AnladV) Hhlad) Guld e s o) clalal

Frequency Percent Valid Percent Cumulative Percent
1 12 24.5 24.5 24.5
2 34 69.4 69.4 93.9
Valid
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

S Al 34 5 dladl i o sady cpilsn e 1S Cpuationad) (e 12 o Galadl Jsaall (e aadls
Al olad cpalae 1518 8L Cpiilse e 1S Gaaisal) (e %93.9 A o G Giilge e

Question 9

CDlgaiill e die Alaity) el ull LIS sl U< (g3 pall Cipemall 05y (531 A pumdl) UaaY) ol o)

dalay)
Frequency Percent Valid Percent Cumulative Percent
1 14 28.6 28.6 28.6
2 30 61.2 61.2 89.8
Valid
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

S Al 30 5 el i o sy cpilsn e 18IS Cpuatindl e 14 0 Gl Jsaall (e aadls
ALY olad Culae 1S (U5 (ilse e 1S Opaniieadd) (e %89.8 dus o (sl (pilse e
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Question 10

Al AeSae Gaplie o ol 4lei) cDlgasill mia v (i giall sl aie Jldia) ld e 538 Coyadl)

Sy Hhlae )1l ules s laiass (53S)all Cipeadl)

Frequency Percent Valid Percent Cumulative Percent
1 13 26.5 26.5 26.5
2 32 65.3 65.3 91.8
Valid
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

1S 00AT 32 5 Jlpedl i e 0 Culilge i 1S cpniaddl e 13 ol Gl Jpaal) 0 Laads
ey ol cpalae 1518 U cpiilge e 18IS Gruatiaad) e %918 s of (sl cpilsa e

Question 11

) Lalel aslasi) S o) oalaBY ) Jlall uly 3 sa lajigy 3l Lisall Lladl 5500y1 &yl
o u=_be X5 : Q) TRAsa WAs 0! D=l

Frequency Percent Valid Percent Cumulative Percent
1 20 40.8 40.8 40.8
2 27 55.1 55.1 95.9
Valid
3 2 4.1 4.1 100.0
Total 49 100.0 100.0

S Al 27 5 dladl i o ol cpilsn e 18IS Cpuationd) (g0 20 o Gl Jsaall (e Jaadls

ey ol Cpalaa 1518 U Cpiilge e 151S Gruatiaad) (e %95.9 s of (sl ciilsa e
Question 12
Blgally Slalaall (o gigall Tapll (38al hlaadly Ayl el z3la 3y)aY) padies
Frequency| Percent Valid Percent Cumulative Percent
1 14 28.6 28.6 28.6
2 30 61.2 61.2 89.8
Valid
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

SIS AT 30 5 dsad) i o 50l Gl g 18IS i) e 14 0 Galid) Jgaall (e Laadls
ALY st Culae 1S (W5 (ilse e 1S Opaniiaad) (e %89.8 dus o (sl (lilse e
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Question 13
Con 5y13Y) Galae llsese Camt LS (g jill Dipoall peill Culld 35y 48 jemall 48D el 5131 35e0
4o pf 390 LA

Frequency| Percent Valid Percent Cumulative Percent
1 14 28.6 28.6 28.6
2 30 61.2 61.2 89.8
Valid
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

168 AT 30 5 Jhsad) (i o sady cpiilee pe 16 Cpuatiadl G 14 o Gl Jsaal) e Jaadl
ALY olad Coulae 1S W5 (ilse e 1S Opaniaal) (e %89.8 A of (gl (plilse e

Question 14
Jaanlly Aagipall Aadgiall iluall Hhalia fals Copaall A adinall Gy sl juead zisad lus 8 Ay
Frequency Percent Valid Percent Cumulative Percent
1 11 22.4 22.4 22.4
2 34 69.4 69.4 91.8
Valid
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

S AT 34 5 dhad) pai o 50k Gl e 18IS Cpaiaal) e 11 0 Galad) Jaall (e a3l
Al olad cpalae 1518 8L Cpiilse e 1S Gaaisal) (e %91.8 A o f ilge

Question 15
i) Axdgiall e Laall Shlie (els Chyaall 8 adinall Qg Al e z3sal clua 3 JA
Jaanlly
Frequency | Percent Valid Cumulative Percent
1 11 22.4 22.4 22.4
2 30 61.2 61.2 83.7
Valid
3 8 16.3 16.3 100.0
Total 49 100.0 100.0

S AT 34 5 dlad) i o 50l Gl e 18IS i) e 11 o Galid) Jgandl (e Laadls
e olad Culae 1S W5 ilse e 1S Opaantiadd) (e %83.7 dus of (sl cplilga e
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Question 16

395 Ll culiliial Gy dglall Lalall JIsa¥) (e %25 = lgs zsamal) AalaiVl i<l i) aall
Crlinall (pn SEall Aal) hladll g e~ A O/

Frequency | Percent Valid Cumulative Percent
1 9 18.4 18.4 18.4
2 37 75.5 75.5 93.9
Valid
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

0 18IS AT 37 5 Jlsadl i o 3y (plge e 1508 Grntioaad) 50 9 o Gilad) Jsaall (g Jaadls
ALY ol cpalae 1518 U cpiilge e 151S i) (e %93.9 daws of (5l (dlse

Question 17

Oo Alla Tsud L) i die zam A 3K 8yl Glad axe Capaall J (e dagiall el G

Frequency | Percent Valid Cumulative Percent
1 8 16.3 16.3 16.3
2 35 71.4 71.4 87.8
Valid
3 6 12.2 12.2 100.0
Total 49 100.0 100.0

o 18IS AT 35 5 Jlsadl i o 3oy (pilge e 1518 i) e 8 o Gild) Jsaall (g aadls
e olas calae 158 AL Gilge ye 150 Canntadll (g0 %878 s o (sl s

CALAYL Al ISl (S 5 35 Y Cieae IS A1 i)

Question 18

Frequency | Percent Valid Cumulative Percent
1 13 26.5 26.5 26.5
Valid 2 36 73.5 73.5 100.0
Total 49 100.0 100.0

SIS AT 36 5 dhad) i o 50l Gl g 18IS i) (e 13 0 Galid) Jganll (pe Laadls
il e 1S ntdl e % 100 Ao of (o e
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Question

19

o3 bl e L) sl ol J3b ) sie canen %8 0 dasally b allal) Jaxdll

Valid
Frequency | Percent Cumulative Percent
Percent
1 15 30.6 30.6 30.6
2 29 59.2 59.2 89.8
Valid

3 5 10.2 10.2 100.0

Total 49 100.0 100.0

S GpAT 29 5 dhadl i o 50k Gitlse e 18IS sl (e 15 0 Galad) Jaall (e Laadls
sy olad calae 158 LI Cpiilsa e 1S Gamaiasall (30 %89.8 Lus of (5 cpilse s

Question

20

ol e 5 o) Gipeaall cilily e Taldiel =08 Jle— GleiV) jhlae Guldl 3l z3ge oy )
Shalaal edgs ddagipall ddal) Caglsal)

Frequenc | Percent Valid Cumulative Percent
1 10 20.4 20.4 20.4
2 36 73.5 73.5 93.9
Valid
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

S (AT 36 5 dhadl i o 50l Gl e 18IS Cpaiaal) (e 10 0 Galad) Jgaall (e Jaadls
Al olad cpalae 1518 8L Cplilse e 1S Gaaisal) (e %93.9 A o f Giilse e

Question

21

hlie 5l Aalall ladaill s a0y JSIdland) ade Jame cuding Copaall 3 Jlaglaal) aUsil)

o)
Frequenc | Percent Valid Cumulative Percent
1 14 28.6 28.6 28.6
2 32 65.3 65.3 93.9
Valid
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

S Al 32 5 el i e 3oy cplilsn e 18IS Cpuationd) e 14 0 Giladl Jsaall (e Jaadls
ALY olad Coulae 1S (W5 (ilse e 1S Gpaniieaad) e %93.9 Ras of (gl (pilse e
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Question 22
sy Ami jhaliall ol da ae Jpendly Adagipall lalaall d5ylie o5 Jpeell 450V CDlguill e xie
Llal)
Frequenc | Percent |Valid Percent Cumulative Percent
1 14 28.6 28.6 28.6
2 32 65.3 65.3 93.9
Valid
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

S AT 32 5 dhadl i o 50l Gl e 18IS Cpuaiaal) (e 14 0 Galad) Jaall (e Laadls
ey ol cpalae 1518 8L cpiflge e 1818 Cpuatioaal) (e % 93.9 duns o (g1 Cpiflge e
Question 23
ddagiyal) i) cusil diapads iy @A galaB®Y) JUl ul) lua & i o bl aas )

ol

Frequenc | Percent | Valid Percent Cumulative Percent
1 6 12.2 12.2 12.2
2 39 79.6 79.6 91.8
Valid
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

5 158 0paT 39 5 Jlsadl i o 3%y Cplilga e 1518 antiadl) (50 6 o Gilad) Jsaall (e Jaadls

AaY) olat Cpulae 1518 8L Gl e 1518 Ganiall (e %91.8 A of (5l s se
Question 24

S5 Y 4Dy 597 A cans sl Gyt plai lajdgy Al Ul (e cantinall sland) ase Jaxa )

Gl S Cilaa b

Frequenc | Percent | Valid Percent Cumulative Percent
1 10 20.4 20.4 20.4
Valid 2 36 73.5 73.5 93.9
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

SIS AT 36 5 dlad) i o 50l Gl g 18IS i) e 10 o Galid) Jganll (e Laadls
ALY olad Coulae 1S (W5 (ilse e 1S Opaniiaad) e %93.9 Aas of (gl (plilse e
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Question 25

597 AN Can ¢ppaal) Caiaa allas Wiy A Bl (pe ndinall Ayl cililacall (pe Bubasall cansi )
CRlEY) GRS a5 Y 4adlaxt

Frequenc | Percent Valid Cumulative Percent
1 12 24.5 24.5 24.5
Valid 2 35 71.4 71.4 95.9
3 2 4.1 4.1 100.0
Total 49 100.0 100.0

168 Al 35 5 dhsadl (i o sady cpiilee pe 16 Cpmatiadl G 12 o Golad) Jsaal) e Jaadls
ALY olad Coulae 1S W5 (ilse e 1S Opaniaad) e %95.9 Ras o (gl (pilse e

Question 26

RS L8 i i 0 Bl e Sl Akl llaall il Tl prnly s e

o=LBU Agsal)
Frequenc | Percent | Valid Percent Cumulative Percent
1 13 26.5 26.5 26.5
Valid 2 32 65.3 65.3 91.8
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

S Al 32 5 sl i Sl ok cpilse e 151S il e 13 0 Galad) Jgaall e Jaadls
Al olad cpalae 1518 8L Cpiilse e 1S Gaaisal) (e %91.8 A o f ilge e

Question 27

IS8 Gl BY) S s e i Y g il e die e cpm Sliggally cilaadall 31 ¢

ng
Frequenc | Percent | Valid Percent Cumulative Percent
1 11 22.4 22.4 22.4
Valid 2 34 69.4 69.4 91.8
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

SIS AT 34 5 dlad) i o sads Gl e IS il e 11 o Galid) Jganl) (e Jaadls
A olad Culae 1S W5 ilse e 1S Opantiadd) (e %918 Fus of (sl cplilga e
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A e ) Glua o 5ig Y dnle) ddaiae JS) bl Laial)l 23 G Guly asads ()

Question 28

faaal
Frequency | Percent Valid Cumulative Percent
1 13 26.5 26.5 26.5
Valid 2 31 63.3 63.3 89.8
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

IS AT 31 5 Ul g e 538 Gyflse 158 Ganiondll (a 13 o il Jpandl (e Jaadls

ALY olad Coulae 1S U5 (ilse e 1S Gpanieaad) (e %89.8 dus o (sl lilse e

vie Hhlad A< Guld o Sn Y Al pe bl alaidl b J Qe el all S aae

Question

29

o Al
Frequency | Percent Valid Cumulative Percent
1 11 22.4 22.4 22.4
Valid 2 34 69.4 69.4 91.8
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

S Al 34 5 dladl i e sady ol e 18IS Cpuatind) e 11 o Galadl Jsaall (e Jaadls

AaY) olad Caulae 1S W5 ilse e 1S i) 0o %91.8 dus of (sl clilse e

bl dpagad Jiv o 4l Gl A8l ) ) dghad) ad J8 e golamy) Jl) () 5508 )

Question 30

ol a ) L asy slasal)

Frequenc | Percent Valid Cumulative Percent
1 15 30.6 30.6 30.6
Valid 2 30 61.2 61.2 91.8
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

SIS AT 30 5 dsad) i o 50l Gl g 18IS i) (e 15 0 Galad) Jgaall e Jaadls

e olad Ceulae 1S (U (ilse e 1S i) e %91.8 Fus of (sl cplilse e
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Question 31

Cadlall Ll o S5 Y Al Wied s Aaiad) lud Gl b alaidV) Jl) () 33 o

Ll 35l g vie ileal) 22l ) Ll e Lage

Frequenc | Percent Valid Cumulative Percent
1 14 28.6 28.6 28.6
Valid 2 29 59.2 59.2 87.8
3 6 12.2 12.2 100.0
Total 49 100.0 100.0

S Al 29 5 el i e sady cpilsn e VIS Cpuationdl e 14 0 Gilall Jsaall (e aadls
ALY olad Coulae 1S (B (ilse e 1S Cpniaad) e %87.8 A of (sl (lilse e

Question 32
L s ) agad) cullal it alasiuly Cijlaall mans Y saba®Y) JU) () zdgat sladial o
A2 L e ol A gy Al B Al 050 i DA e (g5l il
slasall
Frequenc | Percent Valid Cumulative Percent

1 7 14.3 14.3 14.3
Valid 2 37 75.5 75.5 89.8

3 5 10.2 10.2 100.0

Total 49 100.0 100.0

o 188 AT 37 5 Jlsadl i o 3%y (plilgn e 1518 Gaatiaal) (0 7 o Gild) Jsaall (g Jaadls

Ay olad cplae 1518 L cpiilsa e 1518 il (10 %89-8 Hans of (5T (s
Question 33

lgally Hlalaall Jayy & halaall )y Gaaa e i Jsadl o dilal) Jaee A e o123 ald ()

Frequenc | Percent Valid Cumulative Percent
1 10 20.4 20.4 20.4
Valid 2 37 75.5 75.5 95.9
3 2 4.1 4.1 100.0
Total 49 100.0 100.0

SIS AT 37 5 dhad) i o 30l Gl g 18IS i) (e 10 o Galid) Jgand) (pe Jaadls
ALY olad Coulae 1S (AW (ilse e 1S Opaniiadd) e %95.9 Aas of (gl (ilse e
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ey olad calae 158 L Cpiilsa gt 1S Gaiasdll (30 % 100 L of (5 cilse s

Question 34
Jsmadld Aaliadll ¢ 1581 HlaeV) a3l Jeal) e el A G oY1 Gl )
Frequenc | Percent Valid Cumulative Percent
1 10 20.4 20.4 20.4
Valid 2 39 79.6 79.6 100.0
Total 49 100.0 100.0
S AT 39 5 dhadl ai o 50k Gl e 18IS Cpuaial) (e 10 0 Galad) Jaall (e Jaadls

Question 35
Joadld datiad) Shlad) i) 3L Joa¥) e bl PR o o)) Wl o)
Frequenc Percent Valid Cumulative Percent
1 17 34.7 34.7 34.7
Valid 2 32 65.3 65.3 100.0
Total 49 100.0 100.0

158 AT 32 5 Jisad) e e sl Gflse e 1S Cpmatidl o 17 o Giladl Jgaal) (e L
Ay ola cplae 1518 L cpiilsa e 1S Gl (30 %0 100 s of (s ciblsa

Question 36

hliall dalial ¢ 11 laeVl Ge 32k AL Ggia e Siladl DA e o3V Gl )

Frequenc Percent Valid Cumulative Percent
1 18 36.7 36.7 36.7
Valid 2 31 63.3 63.3 100.0
Total 49 100.0 100.0

S AT 31 5 dhad) i o 50l Gilse e 18IS Cpaiuaal) (e 18 0 Galad) Jgaall (pe Laadls
Ay olad calae 158 LI cpiilsa e 1S Gl (g0 %0 100 Lo of (5 cilse
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Question 37

Dhlaally Jgadl Asliadl g 15 Hlae¥l e 330 Y golai@y) Jld) ) e silad) i o

Frequenc Percent |Valid Percent| Cumulative Percent
1 13 26.5 26.5 26.5
Valid 2 31 63.3 63.3 89.8
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

S Al 31 5 el i o 3oy cpilsn e VIS Cpuatinddl e 13 0 Gl Jsaall (e Jaadls
ALY olad Coulae 1S W5 (ilse e 1S Gpaniaal) (e %89.8 dus o (sl (plilse e

Question 38
slina) Aol 38y Gulie elhae) A 55 Y Jseadld & sud) aill DA (g oY) Gl o)
Frequency | Percent | Valid Percent | Cumulative Percent
1 11 22.4 22.4 22.4
Valid 2 34 69.4 69.4 91.8
3 4 8.2 8.2 100.0
Total 49 100.0 100.0

IS AT 34 5 dhadl pai o 5ol Gl e LIS il e 11 o Galad) Jsaall (e Jaadls
Al olad cpalae 1518 8L Cpiilse e 198 Gaatisal) (e %91.8 A o f ilge

Question 39
Usind) sasa e Asdlad) 8 5y Y saba@V) JU) Guly e ilad) Gulial Tag el 3as) o)
Al
Frequency | Percent | Valid Percent | Cumulative Percent
2 42 85.7 85.7 85.7
Valid 3 7 14.3 14.3 100.0
Total 49 100.0 100.0

5 VIS GpaT 7 5 ) i e Bady Gailsa e 1S il (ge 42 o Gilud) Jsaall (ga Jaadls
AaY) olat cpulae 1518 Uy il e 15 Grniall (e %85.7 A of (gl il se
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Question 40

ALl Gl iy A3 LS LU i

Y hladly Jsal) g sl IS8 gabai@y) Jll Guly e silad) e ¢1aY) (eliie LDy il o

Frequency | Percent | Valid Percent | Cumulative Percent
1 12 24.5 24.5 24.5
Valid 2 32 65.3 65.3 89.8
3 5 10.2 10.2 100.0
Total 49 100.0 100.0

168 Al 32 5 Jhsadl (i o sady cpiilee pe 16 Cpmatiadl e 12 ¢ Gl Jsaal) e Jaadls
ALY olad Coulae 1S U5 (ilse e 1S Gpanieaal) (e %89.8 dus o (gl (pilse e

Question 41

Gl 33l aey b llaall sty Ajlies agdl aba@yl Ul ) alasinl S5 Y

Frequency | Percent | Valid Percent | Cumulative Percent
1 5 10.2 10.2 10.2
Valid 2 35 71.4 71.4 81.6
3 9 18.4 18.4 100.0
Total 49 100.0 100.0

0 198 AT 35 5 Jlsadl pai e sady Gailge e 151S anaiedll e 5 o Gilad) Jsaall e Jaadls
Ay olad e 151 AU ol e 9IS minall (g0 %816 dui o sl cpilse

Question 42
Andiye A4S V) Cgllaall Nlall Jame 383 Y Al (a8l by A aclan Y Jaaal) pladin) o
Frequenc | Percent | Valid Percent | Cumulative Percent
1 15 30.6 30.6 30.6
Valid 2 31 63.3 63.3 93.9
3 3 6.1 6.1 100.0
Total 49 100.0 100.0

S Al 31 5 dhsad) i o 32 Giiilsa e 1518 Gruatindll g 15 0 ladl Jandl (g Laadls
ALY st Coulae 1S AW (ilse e 1S Gpaniieadd) e %93.9 Aas of (gl (lilse e
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Applied loan pricing methods In banks differ according to working environments, costs
measurements ways and pricing equation entries. This study explored loan pricing
method according to return on economic capital by limiting the scope to three points.
First, the effect of legal environment of banking industry in adopting the method for
pricing purpose. Second, the effect of using the method in measuring the costs
accurately. Third, the effect of using the method in making decisions according to
quantity measures.

To complete the study, a questionnaire was designed and distributed to a sample of the
study society; which is presented by ALCO members and credit officers in working
banks in Syrian Arab Republic. 49 questionnaires were replied by the precipitants from
the distributed ones.
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A financial data report was also designed and distributed to the sample to apply the
pricing method to real data. One bank reported the required data while the other banks
apologized due to safety rules.

After conducting a statistical analysis on the collected data, we have come up with the
following conclusions:

1- The legal environment that regulates banking industry in Syria has an effect on
adopting return on economic capital method for pricing proposes. Regulations,
monetary policy, competitive prices, risk measures specified in regulations and
lawmaker recognition of the method; all these factors that makes the working
environment affects the adoption of the method.

2- The method computes the costs more accurately than the traditional methods used in
banks. The method contributes the capital into portfolios and asses the return according
to risk associated with the portfolio.

3- Return on economic capital method gives a better performance measurement than
traditional performance measurements for the purpose of making decisions.

This study end with many recommendations as follows;

1- The necessity to incorporate sufficient mechanisms and instructions in the legislative
decree, which will ensure a fair application and implementation for this kind of decree.
2- To make a double revision for making strict rules for loan pricing process according
to advanced quantitative methods.

3- Motivate commercial banks to adopt new pricing methods that prices assets in
relation to risks associated with transactions.

4- The central bank should provide historical, quantitative and accumulated data base
about risks that faces the banking industry in Syria and that will motivate banks to use
this data which may costs individual banks huge amounts.

5- Encourage bank's management to develop internal risk measurement methods
depends on its data, and these methods provide loan pricing equation's entries.
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