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B
A
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onsultation paper on the draft regulatory 

standards on the m
ethod for the identification 

of the geographical 
location of the relevant 

credit exposures 

S
tandard 

C
hartered 

P
LC

 (the "G
roup") is an international 

banking group listed on the London, 
H

ong 
K

ong and B
om

bay stock exchanges. 
It operates in m

ore than 70 countries, 
principally 

in A
sia, 

A
frica 

and the M
iddle 

E
ast. 

W
e w

elcom
e 

the 
opportunity 

to com
m

ent 
on the above 

C
onsultation 

P
aper (C

P
) 

and our general 
com

m
ents 

are as follow
s: 

The G
roup recom

m
ends the use of 

a definition of geographic location 
that aligns w

ith that already 
proposed 

under C
om

m
on R

eporting (C
O

R
EP) for the 'country of residence 

of the ultim
ate 

obligor', 
as 

this w
ill ensure consistency 

of credit risk reporting 
to the E

B
A

 and reduce the reporting 
burden for 

institutions associated 
w

ith the calculation of the countercyclical 
capital buffer (C

C
B) requirem

ent. 

W
e w

ould also w
elcom

e further guidance 
from

 the E
B

A
 on the proposed m

echanism
 that w

ill be 
em

ployed w
ithin the E

U
 for the collection 

and dissem
ination 

of the C
C

B
 rates for each of the m

em
ber 

states and that of third countries. 
r 

O
ur responses 

to the specific 
questions raised in the C

P
, w

here applicable, 
are as follow

s: 

Q
1. D

o you agree w
ith using the obligor principle 

for the practical 
im

plem
entation 

of the C
C

B
? 

If not, could you provide specific exam
ples w

here this principle w
ould not w

ork in practice 
and 

explain w
hy an alternative option, for instance 

the guarantor 
principle, 

w
ould w

ork better? 

The G
roup agrees w

ith the use of the obligor 
principle for identifying the geographic 

location of the 
m

ajority of its credit risk exposures w
hich aligns w

ith the G
roup's approach 

to credit 
risk m

anagem
ent. 

The use of country 
of incorporation 

of the obligor also aligns w
ith credit risk reporting 

requirem
ents. 

H
ow

ever, 
consideration 

should 
also be given to the location of the guarantor or collateral provider 

w
here significant collateral 

or guarantors 
reside in 

a different geographic 
location to that of the original 

obligor. 
' 

The requirem
ents under C

O
R

E
P

 for the reporting of the geographic 
location of credit risk exposures 

(C
R

 G
B

) specifies 
the use of the 'residence 

of the obligor' 
but also requires that consideration 

is given 
to the effects of credit 

risk m
itigation 

(C
R

M
) w

hen reporting 
the 'country 

of residence of the ultim
ate 

obligor'. 
In other w

ords, 
both the 'residence 

of the obligor' and the 'country 
of residence of the ultim

ate 
obligor' 

is reported under C
O

R
E

P
, 

how
ever, the calculation 

of the C
C

B
 necessitates only one 

approach to be used. 

W
e, therefore, recom

m
end 

that the E
B

A
 align the principle for identifying 

the geographic 
location of 

credit risk exposures for the purpose of the C
C

B
 w

ith that of the 'country of residence 
of the ultim

ate 
obligor' 

in order to recognise the effects of C
R

M
 and provide consistency of reporting 

to the E
B

A
 w

ith 
the credit risk capital 

requirem
ent. 
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Q
2. D

o you agree w
ith using the place of incom

e for speciatised lending? 
T

he G
roup considers it m

ore appropriate 
to assess the country of obligor on the.basis 

that it is 
independent 

of the product provided. If the E
B

A
 aligns 

to the general 
principle for identifying the 

geographic location 
of credit 

risk exposures w
ith that proposed 

under C
O

R
E

P
 

as the 'country of 
residence 

of the ultim
ate obliqor', 

there should be no need to consider exceptions, 
such as 

specialised lending. 

Identifying 
exceptions for products 

like specialised 
lending w

ould require 
institutions to enhance 

their 

regulatory 
reporting infrastructure 

to capture 
the data points required in order to determ

ine 
the country 

of incom
e for specialised lending exposures, therefore, 

increasing 
the costs associated w

ith the 
E

B
A

's proposed 
m

ethodology for this asset class. 

W
e, therefore, 

w
ould not support the proposal for specialised 

lending for both of the above reasons. 

Q
3. S

hould other exposures, such as residential 
or com

m
ercial m

ortgages, also use the 
guarantor principle? 

If yes, please justify 
the answ

er. 
' 

Y
es, the G

roup considers 
in the m

ajority 
of cases that the prim

ary source of repaym
ent of residential 

and com
m

ercial 
m

ortgages is the original 
obligor, regardless 

of the collateral and guarantees ,in place. 
H

ow
ever, 

as m
entioned 

above, the guarantor 
principle 

in recognising 
the C

R
M

 aligns itself m
ost 

closely w
ith the C

O
R

E
P

 calculation of credit 
risk capital requirem

ent, including circum
stances 

w
here 

the bank considers 
the creditw

orthiness 
of the guarantor 

or collateral 
provider 

to be w
orse than that of 

the original 
obligor. 

A
s per our response 

to Q
2 above, the G

roup considers 
it m

ore appropriate 
to assess the country of 

obligor on a basis that is independent of the product provided. 
A

s already recom
m

ended, 
the E

B
A

 
should adopt 

a general principle 
for determ

ining 
the location 

of credit risk exposures 
that aligns w

ith 
the proposals 

under C
O

R
E

P
, and w

e recom
m

end that this should 
be on the basis of 'country of 

residence 
of the ultim

ate 
obligor'. 

Q
4. D

o you agree w
ith the inclusion of a threshold for credit risk exposures? W

ould this 
threshold 

lead to any substantial 
reduction 

in the burden for institutions? 
S

hould guidance be 
provided 

on the re-calculation frequency? 

G
iven the m

arkets in w
hich the G

roup operates, the threshold 
level 

is such that w
e do not expect to 

benefit from
 these 

proposals and are, therefore, 
not expecting 

any reduction 
in our reporting 

burden. 
W

e w
ould, how

ever, 
expect to assess the threshold 

level 
at each reporting period and w

ould w
elcom

e 
further guidance from

 the E
B

A
 on the re-calculation 

frequency. 

Q
5. D

o you agree w
ith approach chosen 

and is the approach sufficiently 
clear? If not, please 

describe 
the best m

ethod for allocating 
the total specific 

and IR
C

 capital 
charges and describe 

its rationale 
and practical 

im
plem

entation. 

W
e agree w

ith the proposed approach as this w
ould ensure consistency 

in the application 
of the 

requirem
ents 

across institutions. 
H

ow
ever, 

institutions m
ay have separate reporting processes 

and 
system

s associated w
ith their assessm

ent 
of ow

n funds requirem
ents for credit and m

arket risks, 
therefore, 

a requirem
ent to assess these risks side-by-side for the purposes 

of the C
C

B
 could 

increase 
the costs of reporting. 

Q
6. D

o you agree w
ith the inclusion of a proportionality threshold for trading 

book exposures? 

The G
roup agrees 

that 
a threshold test for the inclusion 

of trading book exposures 
provides an 

, 

opportunity for institutions 
to reduce the reporting 

burden for im
m

aterial 
trading book portfolios. 

It also 
reduces the reporting 

burden for those institutions 
that have approval from

 their com
petent 

authorities 
for the use of internal 

m
odels for specific 

risks and an im
m

aterial 
trading book portfolio. 

Q
7. D

o you agree w
ith the application 

of a look-through approach 
for securitisation 

exposures? 
C

an the approach proposed 
be im

plem
ented for re-securitisation 

exposures? 
S

hould other exposures such as C
IU

s also use the look-trough 
approach? If yes, please justify 

the answ
er. 



For securitisation instrum
ents 

originated 
by the G

roup, 
w

e w
ould not support the principfe 

of a look- 
through approach 

to determ
ine 

the geographic location 
of the underlying 

obligors for program
m

es, 
w

here w
e have been able to dem

onstrate 
to the satisfaction 

of the com
petent authority that the 

structure passes the significant 
risk transfer test. 

In these cases the ultim
ate risk for the G

roup no 
longer lies w

ith the underlying 
obligors. T

his w
ould 

also apply to re-securltisation 
exposures 

if 
originated by institutions. 

For securitisation 
instrum

ents 
purchased, w

here 
the G

roup 
increases 

its credit risk, the 
E

B
A

's 
proposal 

w
ould provide 

a consistent and relatively straight-forw
ard 

approach 
in determ

ining the 
geographic 

location of exposures and, therefore, 
w

e w
ould support the proposal. 

A
 look-through approach for the purposes of C

IU
 exposures should only be used at the discretion 

of 
the reporting 

institution, given that A
rticle 

132 of the C
apital R

equirem
ents R

egulation (C
R

R
) perm

its 
institutions to look-through 

a C
IU

 to the underlying 
exposures for the purposes 

of calculating 
its ow

n 
funds requirem

ents for credit risk w
here the inform

ation 
is available. W

e w
ould, therefore, 

not support 
the proposal to require the use of a look-through approach for C

IU
 exposures 

but rather propose that 
the E

B
A

 align the requirem
ent to look-through 

to underlying exposures as w
ith A

rticle 132 of C
R

R
. 

08. D
o you agree that the geographical 

location of exposures 
should 

be the location w
ith the 

highest proportion 
of the underlying exposures? W

ould it be difficult 
to locate all underlying 

exposures 
geographically? 

A
s stated in our response 

to Q
7 above, for securitisation 

instrum
ents 

originated 
by the G

roup, w
e 

w
ould 

not support 
the principle 

of a look-through approach, 
to determ

ine 
the geographic location 

of 
the underlying obligors for program

m
es, 

w
here the G

roup has been able to dem
onstrate, 

to the 
satisfaction 

of the com
petent 

authority, that the structure 
passes the significant risk transfer 

test. 
In 

these cases the ultim
ate 

risk for the G
roup no longer lies w

ith the underlying 
obligors. This w

ould also 
apply to re-securitisation 

exposures if originated by institutions. 

For asset-backed 
securities 

purchased 
by the G

roup, 
it w

ould be acceptable 
to use the geographic 

location 
associated 

w
ith the m

ajority of the obligors, 
on 

a w
eighted-average basis. 

For those 
securitisations 

backed 
by obligations relating to m

ovable 
assets, 

there could be difficulty 
in 

determ
ining 

the geographic 
location. 

H
ow

ever, 
for such m

ovable 
assets 

associated 
w

ith lease 
obligations w

e w
ould 

norm
ally 

look to the country of incorporation 
of the relevant counterparties. 

W
e w

ould 
be pleased to discuss or expand 

on these points further at your request. 

 t:y 
. 

peterJ  
H

ead, 
G

roup R
egulatory 

R
eporting 
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