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Costs consisting of the amounts added to the bad debt provisions and charged to the profit 

and loss account. Bad debt costs represent the balance of addition, release and earnings after 

write-offs. Bad debt costs are generally expressed in basis points of average lending.

Regulatory capital divided by risk-weighted assets.

BPV represents the absolute loss of the market value of equity if the yield curve as a whole 

changes in parallel by one basis point.

Inflows and outflows of cash and cash equivalents.

This capital is determined based on the regulator’s requirements. For Rabobank, this constitutes 

the sum of retained earnings, Rabobank Certificates, share of non-controlling interests, reserves 

and transitional provisions, less estimated dividends and deductions.

Common equity tier 1 capital related to the risk-weighted assets.

The system of rules, practices and processes by which a company is directed and controlled. 

The term refers to how a company is to be managed effectively, efficiently and soundly and to 

the management’s responsibility to account for its policies to its stakeholders.

With respect to country risk, a distinction is drawn between transfer risk and collective debtor 

risk. Transfer risk relates to the possibility of foreign governments placing restrictions on funds 

transfers from debtors in their own country to creditors in other countries. Collective debtor risk 

is the risk that a large number of debtors in a particular country will all be unable to fulfil their 

obligations owing to the same cause.

The risk of loss if the bank’s counterparties are unable to meet their loan obligations to the bank.

The bank’s expected exposure in the event and at the time of a counterparty’s default.

Measure indicating the percentage by which the market value of equity will decrease if the 

yield curve increases (in parallel) by one percentage point.

This refers to the minimum capital buffer required in order to offset all unexpected losses 

caused by the various risks to which a bank is exposed during a specific time period (one year), 

assuming a specific reliability interval.

Operating expenses related to income.

Retained earnings and Rabobank Certificates related to risk-weighted assets.

Funds used by the bank to finance its lending operations.

Bad debt costs:

BIS ratio or capital ratio:

BPV (basis point value):

Cash flow:

Common equity tier 1 capital:

Common equity tier 1 ratio:

Corporate governance:

Country risk:

Credit risk:

EAD (Exposure At Default):

EatR (Equity at Risk):

Economic capital or internal capital 
requirement:

Efficiency ratio:

Equity capital ratio:

Funding:
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Capital including components of equity and liabilities, forming part of the bank’s tier 1 capital.

This measure indicates, with some degree of reliability, the maximum loss of interest profit 

caused by a sharp increase or decline in money market interest rates over the next 12 months.

Reduction in a company’s stated capital.

Loans for which a provision has been made.

The risk that the bank’s financial performance and/or economic value, based on the balance 

sheet structure, is negatively affected by trends in the money market.

Estimate of economic loss in the event of default on the part of the debtor. The LGD is expressed 

as a percentage of the EAD.

The risk that a bank will not be able to fulfil all its payment and repayment obligations on time, 

as well as the risk that it will at some time be unable to fund increases in assets at a reasonable 

price, if at all.

Ratio of lending due to customers.

Risk related to value changes in the trading portfolio due to price changes in the market which 

affect factors such as interest rates, shares, credit spreads, currencies and certain types of goods.

The probability of loss caused by inadequate or deficient internal processes, people or systems, 

or by external events.

The likelihood that a counterparty will default within one year.

Capital determined based on the regulator’s requirements. For Rabobank, this represents the 

sum of the tier 1 capital, subordinated debts and share of non-controlling interests less 

transitional provisions.

Risk-based profitability measurement framework which ensures that earnings and risks can be 

consistently weighted against each other.

The total capital classified by the regulator as risk-bearing capital, consisting of the tier 1 and 

tier 2 capital.

Net profit related to the tier 1 capital as at 31 December of the previous financial year.

The assets of a financial institution multiplied by a weighting factor, set by the regulatory 

authorities, reflecting the relative risk related to these assets. The minimum capital requirement 

is calculated based on the risk-weighted assets.

A company’s ability to meet its financial obligations.

This capital is determined based on the regulator’s requirements. For Rabobank, this represents 

the sum of the common equity tier 1 capital, grandfathered instruments and share of non-

controlling interests less transitional provisions and deductions.

Hybrid capital:

IatR (Income at Risk):

Impairment:

Impaired loans:

Interest rate risk:

LGD (Loss Given Default):

Liquidity risk:

Loan-to-deposit ratio:

Market risk:

Operational risk:

PD (Probability of Default):

Qualifying capital:

RAROC (Risk Adjusted Return On 
Capital):

Regulatory capital or external 
capital requirement:

Return on tier 1 capital:

Risk-weighted assets:

Solvency:

Tier 1 capital:
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Tier 1 capital as related to the risk-weighted assets.

Transfer risk relates to the possibility of foreign governments placing restrictions on funds 

transfers from debtors in their own country to creditors in other countries.

Value at Risk (VaR) is used in calculating market risk, indicating the maximum loss to be incurred 

for a given confidence level and horizon and based on ‘normal’ market conditions and on one 

year of historical market trends. For day-to-day control, a confidence level of 97.5% and 1-day 

horizon are applied.

Tier 1 ratio:

Transfer risk:

Value at Risk (VaR):


