[bookmark: _GoBack][image: AWG title box]

FINAL – 17 August 2016

Basel Data Exercise – Request Document

(prepared by Professor Vadim Linetsky, independent technical adviser to AWG)


The Aviation Working Group (AWG) has submitted two recent letters to the Basel Committee on Banking Supervision (Basel) relating to proposed changes to the system for regulatory capital requirements.  A meeting between AWG and Basel has been requested for 21/22 September 2016 by senior executives of Airbus and Boeing.  In these requests, AWG’s intent to provide substantiating data in support of its position was confirmed. 

To assist in providing such substantiating data, AWG has contracted with Dr. Vadim Linetsky, Orrington Lunt Professor of Industrial Engineering and Management Sciences, McCormick School of Engineering and Applied Science, Northwestern University, as AWG’s independent technical advisor.  He will conduct a ‘Basel Data Exercise’.

As part of the Basel Data Exercise, Dr. Linetsky has prepared the attached questionnaire, which is being sent to a number of international banks.  The data and other information provided to Dr. Linetsky in response, which is confidential,[footnoteRef:1]  will be used (on an aggregated and non-attributed basis) to assist in the provision of such substantiating data to Basel and in related consultations regarding regulatory capital requirements.  The data will be used for no other purpose. [1:  Any data provided to Dr. Linetsky shall be confidential.  That confidentiality has been set in an agreement between AWG and Dr. Linetsky, where the latter has agreed to (i) hold all such data confidential, (ii) synthesize and assess such data, and (iii) not to specifically attribute the source of data, unless explicitly authorised by the source of data and the AWG.  Any questions relating to confidentiality shall be pre-cleared by Dr. Linetsky and the AWG secretary general.] 


Participating banks are asked to reply to Dr. Linetsky, by email (linetskyv@gmail.com), by no later than 26 August 2016


Questionnaire -- AWG Basel Data Exercise
Questions (fill in the box below and add any attachments, as needed)
Participating Institution: [ -- ] Technical Notes: all references below to LGD (in percent) and RWA (in percent) are to your regulator-approved figures currently used in your A-IRB calculations for actual funded transactions. They are not references to (i) generic LGD assumptions, or (ii) historical LGDs following a default. ‘Aircraft-secured loans’ refer to loans with a first priority interest in aircraft. ‘RWA’ refers to transactional/credit risk only (not operational risk).


1. Approach. What methodology is currently in use at your institution?
F- IRB
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A- IRB
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2. LGD. If your institution currently uses A-IRB:

(2.1) what is the average (in percent) of your A-IRB LGD figures for aircraft-secured loans funded in 2015-2016? 
	
(2.2) what is the average (in percent) of your A-IRB LGD figures for your current portfolio of aircraft-secured loans? 

3. RWA. 
(3.1) what is the average (in percent) of your internal RWA calculations for aircraft-secured loans funded in 2015-2016? 

(3.2) what is the average (in percent) of your internal RWA calculations for aircraft-secured loans in your current portfolio? 

4. Impact on Funding Capacity. The BCBS Consultative Document of March 2016 proposes to remove IRB approaches for specialized lending, leaving only the SA with 120% RW and the supervisory slotting approach. For corporate exposures other than specialized lending, it proposes to remove IRB approaches for corporates with assets >EUR50bn, leaving only the SA with 120% RW, remove A-IRB for corporates with assets <EUR50bn and revenue > EUR200mn, leaving F-IRB with prescribed 25% LGD for secured exposures, and leave A-IRB for corporates with revenue <EUR200mn, but introduce the LGD floor of 20% for this category. If this proposal were to go into effect, then: 

(4.1) what would be the potential impact on your institution’s capacity to fund aircraft-secured loans? 

(4.2) what would be the potential impact on your institution’s profile of borrowers (in terms of credit rating) for aircraft-secured loans?
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