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Supervisory Reyiew g
» Supervisor validation of internal models key to IRB

« narrow focus’on individual bank models could allow “too much”,J
variation in-ratings over the cycle, exacerbating pro-cyclicality

» Should supervisors consider aggregate effect of IRB? 10
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g exposure concentration and macro-prudential risk
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- Require all banks to report under standardized approa /}&

- More{disclosure so data are comparable under approaclli




(e.g./Spanish dynamic provisioning model)

- Clarify’how capital ratios should be adjusted to limit *;
macre-prudential risks from Basel II (e.g. risk transfer)
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