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Material impact on capital treatment of Trading Book… 

Incremental Market Risk capital charges being 

implemented from Q1 2012 

Regulatory capital will 

become a constraining 

factor for trading book 

activities 

Stressed VaR 
 Charge for market risk based on stressed market 

conditions i.e. greater focus on tail events 

Incremental  

Risk Charge 

 Additional charge covering potential default risk 

and rating migration risk in trading book positions; 

99.9% confidence level, 1 year time horizon 

 

Trading Book 

Securitisations 

 Revised charge for default risk mirroring banking 

book risk charges 

Correlation Trading 

Portfolio 

 More comprehensive modelling of all correlation 

risks including basis risk, directional risk, and price 

risk; 99.9% confidence over 1 year time horizon 

Credit Valuation 

Adjustment 

 Increased capital requirement against counterparty 

credit risk / potential credit valuation adjustments 
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…new funding & capital charges will create winners & 
losers 

Impact of capital requirements on products 
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Increased audits & oversight Increase physical presence & queries 

More supervisory visits with cross examinations 

instead of less frequent formal audits  

More frequent reports/disclosures 

   Regular stress tests with more automated and 

granular requirements 

   Increased oversight of risk management 

capabilities/practices incl. IT infrastructure 

Increased onsite presence of regulators 

Increased regulators‘ requests* increase y-o-y 
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Source: McKinsey 

Retail 

Corp & 

Trans. 

Bank 
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Trading 
Reasoning Regulatory requirements 
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…enabling portfolio impact analysis – i.e. allocation of 
capital versus historical performance 
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-Illustrative- 
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…overlaying future growth plans ensures capital is 
allocated to the most profitable businesses 
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-Illustrative- 
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Strategic decision tree approach - “value-engine” 

7/11/2011 2010 DB Blue template 

14 



Risk  

Deutsche Bank 

7/11/2011 2010 DB Blue template 

15 

Agenda 

Impact of regulatory requirements    1 

 Interface between Risk Management and Businesses 

   2  Management action plan 

   3 

 Conclusion    4 



Risk  

Deutsche Bank 

7/11/2011 2010 DB Blue template 

16 

Risk methods – analytics and 

modelling 

Risk infrastructure, processes and 

policies 

Risk 

management by 

major risk 

category 

Risk  

Governance 

and Strategy  Overarching ERM division 

 Dedicated risk management 

divisions responsible for 

identifying and managing 

concentrations of major risks 

 Regulatory and Internal capital 

adequacy quantified by risk type 

 Top-down comprehensive limits 

 Regular stress testing 

 Skilled and dedicated teams 

 Models regularly validated 

 Established infrastructure 

and operational support 

 Principles, policies and 

procedures in place 

 Extensive, top-down MI 

monitors risk exposures 

and process 

Sound principles and processes are the foundation of an effective 
enterprise-wide risk management and ICAAP compliant framework 

Risk Management at DB 

 Integrated strategic planning process resulting in 

Risk & Capital Plan; updates presented monthly 

 Strong risk culture and robust governance to 

oversee and manage risk profile 

 Independent function identifies, assesses, manages 

and reports material risks 
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Risk Appetite Framework Overview 
Risk Strategy forms starting point of the annual planning process 

Risk Appetite 
 

 Maximum level of risk DB Group is 

prepared to accept to deliver its 

business objectives 

 Consists of qualitative statements 

and tolerance levels 

 Determined on various levels 

under approval of Management 

Board 

 Set as input into the annual 

strategic planning process and 

reviewed annually 

Pr

e 

Po

st 

Risk Strategy 
 

 Established during the annual 

strategic planning process in 

alignment with business strategy 

 Contains qualitative statements 

and risk & capital targets 

 Determined on various level under 

approval of the GEC and 

Management Board 

Actual Risk Profile 
 

 Ongoing process to ensure 

adherence to the approved risk 

appetite levels and risk strategy 

targets (including use of Group-

wide stress tests) 

 Initiate appropriate action when 

indicated by early warning system 

 Quarterly QRM: Management 

Board/GEC review risk strategy 

 Monthly monitoring by CaR, Risk 

ExCo, Management Board through 

the Monthly DB Risk & Capital 

Profile Report 

 

Risk Bearing Capacity 
 

 Capital Supply according to 

ICAAP at DB Group is defined as 

adjusted active book equity 

representing  Risk bearing 

Capacity in a gone concern 

scenario. 

 Monthly monitoring by CaR, Risk 

ExCo, Management Board 

through the Monthly DB Risk & 

Capital Profile Report 

Business Liquidity Market Credit Operational 

Enterprise-wide Risk Management 

Reputational 

Risk Strategy 

Risk Appetite 
Actual Risk 

Profile 

Risk & Capital  

Management 

Process 

Risk Bearing  

 Capacity  
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Risk & Capital Planning 
Working in partnership with Finance and the Business 

Risk & 

Capital 

Planning 

 

Parties involved 

• Risk Managers 

• Business COOs 

• Business CFOs 

• Strategy and HR, 

etc. 

Coverage 

• Group level 

• By Business Division 

• By Business Unit 

• By risk types 

 

Scope 

• Strategic initiatives 

• Risk, capital & 

balance sheets 

Approach 

• Top-down 

• Bottom-up 

Capital & Risk Committee and Management Board 

• Basel II TCD / RWA 

• Risk Bearing Capacity 

• (Core) Tier 1 Ratios 

• Leverage Ratio 

• Basel II RWA 

• (Core) Tier 1 Ratios 

• Economic Capital 

• VaR 

• LLPs, etc 

Overview 

 Overview of capital 

demand and supply 

forecast 

 Meet capital demand 

increases from regulatory 

changes 

 Changes in risk-bearing 

capacity due to de-risking, 

capital creation, etc 

 

Process & Governance 

 Overall annual planning 

and preparation process 

sits with Risk 

 Monthly Risk & Capital 

Profile is produced by 

Business divisions 

 Key Metrics 
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■ Significant impact of new regulatory environment, particularly on Trading 

Book: 

■ Increased capital 

■ Infrastructure investments 

■ More comprehensive approach required for capital planning 

■ Top down portfolio analysis 

■ Bottom up business line impact studies 

■ Close interaction between Risk Management and the Business key to 

optimising risk – reward balance 
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