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Credit risk is recognized as the most common type of risk that has a significant impact
on the stability of both individual commercial banks and the banking system as a
whole. The activity of commercial banks in modern conditions is associated with the
emergence of a large number of risks and the interrelation of various types of banking
risks within a separate commercial bank. The scale of risk throughout the banking sec-
tor has also become more intense. Due to the potentially dangerous effects of credit
risk, it is important to constantly conduct a comprehensive assessment.

The article describes the types of risks and describes the main goals and objectives of
the bank’s risk management system. Bringing banking risks into the system and ana-
lyzing coefficients and indicators of credit risk make it possible to better structure the
bank’s work to minimize risk.

Kuarouesnie ciosa: credit risk, credit risk management, monitoring credit risks, bank,
market, Basel committee.
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Abstract

KpenuTtHbIil puck mpuszHaeTcsi HanboJiee paclpoCTPAaHCHHBIM BUIOM PHUCKA, OKa3bl-
BAIOIIMM CYIIECTBEHHOE BIIUSIHUE HAa YCTOMYMBOCTH, KaK OTJEIbHBIX KOMMEPYECKUX
0aHKOB, TaK ¥ OAHKOBCKOM CHCTEMBI B I1€JI0M. [[eATeTbHOCTh KOMMEpUYECKHX 0aHKOB
B COBPEMEHHBIX YCIOBHUSX CBSi3aHA C BO3SHUKHOBEHHEM OOJIBIIIOTO KOJIUYECTBA PHC-
KOB M B3aWMOCBSI3bIO PA3JIMYHBIX BHJOB OAaHKOBCKHUX PHCKOB B paMKaX OTACIBHOTO
KOMMepuecKkoro 0anka. Macmrad pucKoB BO BceM OAaHKOBCKOM CEKTOPE TaKyKe CTajl
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0oJie€ MHTEHCUBHBIM. B CBSI3U ¢ MOTEHIMAIBHO ONACHBIMU IOCJIEICTBUSAMU KPEIUT-
HOT'O PUCKa BayKHO MOCTOSIHHO IPOBOJUTH KOMILJIEKCHYIO OLICHKY.

B crarbe paccMOTpeHbI BUbI PUCKOB M ONKMCAHBI OCHOBHBIE LIEJIH U 3a/1a4l CUCTEMBbI
ynpaBieHus puckamu 6anka. [lpuBenenue B cuctemy 0aHKOBCKMX PHCKOB U aHAIH3
KO3(QHUIMEHTOB 1 HMHIUKATOPOB KPEAUTHOTO PUCKA TMO3BOJISIOT JIYUIIE€ BHICTPOUTH
paboTy 6aHKa MO MUHUMHU3ALIUU PUCKA.

Key words: KpeauTtHblit prck, YmpaBieHHE KPEAUTHBIMH PHUCKAMH, MOHUTOPUHT

KPEIUTHBIX PUCKOB, PBIHOYHBIA PUCK, ba3enbCkuii KOMUTET.

BBeaenue

The purpose of this article is to study the
main causes of changes in the level of risk of
Sberbank, where the probability of risks in the
financial market in recent years has increased
significantly due to the unstable economic situ-
ation. The relevance and need to study the pro-
cess of occurrence of risks allows to take into
account the peculiarities of Sberbank, to make
changes in the management process in relation
to Finance, to make timely decisions on finan-
cial policy. Materials and methods of research.
The research methodology is based on the theo-
retical aspects and practices of Russian econo-
mists on the topic, which includes a number of
methods: statistical analysis, mathematical,
monographic, graphic.

The article analyzes the modern financial
market on the example of Sberbank in the con-
ditions of international sanctions, which identi-
fied the actual problems and identified the main
risks. This work is the result of studies based
on an analytical review of the risks of the Rus-
sian banking sector, as well as the calculations
of the authors, allowing to draw conclusions
and propose a set of measures to reduce their
regulatory nature. As a result of the conducted
research the actual directions of increasing the
competitiveness of domestic state-owned banks
in order to strengthen their positions in the in-

ternational financial markets are proposed
[Solovjeva N.E., 2018].

OcHoOBHasl 4acTh.

PJSC Sberbank manages all significant
risks for the bank, which are determined as a
result of annual assessment of the significance
of risks and procedures for their identification.
In recent times, the following types of risks are
considered significant to the bank: credit risk,
market risk, operational risk, liquidity risk and
others (compliance risk, tax risk, strategic risk,
business risk, regulatory risk, model risk and
reputation risk). The main goals and objectives
of the risk management system of the bank are:

— providing a common understanding of
risks at the group level and strategic planning
taking into account the level of risks accepted.

— identification, assessment, aggregation
and forecasting of the level of significant risks
of the bank as well as control over their level,

— ensuring and maintaining an accepta-
ble level of risk and capital adequacy ratio to
cover significant risks;

— ensuring efficient allocation of re-
sources to optimize the risk factor or profitabil-
ity of the bank [Systematic approach to com-
prehensive monitoring of Bank risks, 2018].

The dynamics of the main types of risks
of Sberbank in 2015-2017 are presented in
table 1.

HAYYHBIH PE3YJIBTAT. 3KOHOMHWYECKHWE UCC/IEIOBAHUA
RESEARCH RESULT. ECONOMIC RESEARCH



AN

HAYY1H
PESVY/I

RESEARCH RESULT

o

I

._]
>

Alhassan A.-M., Solovjeva N.E., Bykanova N.I.
The analysis of the system of monitoring and forecasting of banking risks // Research
Result. Economic Research. - T.4, Vol.4, 2018

Table 1

The dynamics of the main types of risks of Sberbank of Russia in the years 2015-2017
In billion rubles

Taoauna 1
JAnHaMuka ocHOBHBIX BU10B puckoB Coepbanka Poccuu B 2015-2017 rogax B Mapa. pyoJiei
Period 2017/2016
Type of risk 2015 2017 | absolute | oth
deviation
rate,%
Credit risk 17929 16426 15739 -687 95,8
Operational risk 163 182 213 31 117,0
Market risk
including; 240 205 368 163 179,5
Interest risk 11,0 16,0 13,0 -3,0 81,3
Stock risk 0,0 0.3 0,0 -0,3 0,0
Currency risk 99,0 0,0 8,8 8,8 -
Commodity risk 0,0 0,5 7,0 6,5 1400,0

The Bank's credit risk decreased in
2016 and 2017 with a negative growth rate of
8.4% and 4.7% respectively. From the table
above, it is noticeable that the growth rate of
operational and interest risk declined in 2016

and 2017 (117.0% and 179% respectively at the
end of 2017). A clearer picture of the analysis
in the table above is illustrated in the chart be-
low [Public joint-stock company Sberbank,
2018].

Types of risks of PISC Sberbank 1 2017

2%

1%

Credit risk
B Operational risk

Marlket risk

Figure 1. Structure of the main types of risks of Sberbank in 2017
Pucynok 1. CTpykTypa 0CHOBHBIX BUA0B puckoB Coepoanka B 2017 roay

Referring to the figure illustrated above,
one can conclude that the Bank's risk structure
is quite simple. The main type of risk of Sher-
bank is credit risk, which accounts for 96.4% of

the Bank's risks. One can also conclude that
credit risk is the main type of risk in most
commercial banks. In light of this, we conduct-
ed a comprehensive analysis of credit risk of
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the bank for a 4 year period [Ynpasienue puc-
kamMu U 3¢G(HEKTUBHOCTh OM3HECAa B YCIOBUSAX
kpusuca, 2018]. The structure and Dynamics
Table 2
Dynamics of bank loans and credit risks of Sberbank Russia for the period
of 2014-2017 In millions
Taoaumna 2
JAnHamMuka 0AaHKOBCKHUX KPeJAUTOB M KpeauTHBHIX puckoB CoepOanka Poccum 3a mepuoj
B 2014-2017 muH.

At the end of the period Decline , +/-
Activities 2016k | 2017k
2014 2015 2016 2017 2015 2016
;%tli'd'i?g}s 16690583 | 17880623 | 17260343 | 18235656 | -620280 | 975313
Debts overdue (arrears) 700540 871424 | 626278 | 615071 | -245146 |-11207
hare of loans i o%
OS/Oare ot loans In assets, %, | 20 7000 | 78.70% | 79.50% | 78.70% | 0.01 -0.01
Loans to legal entities
including: 11648210 | 12248763 | 11327452 | 11769864 | -921311 | 442412
Overdue debts 442418 567974 | 331593 | 302500 | -236381 | -29093
- AT
in%?ﬂjitr?g'.”d'v'd“a > 4069937 | 4134771 | 4337385 | 4925822 | 202614 | 588437
Overdue debts 253007 303386 | 282275 | 257938 |-21111 |-24337
Loans to banks 072436 | 1497089 | 1595506 | 1539970 | 98417 | -55536
including:
Overdue debts 5315 64 12410 54633 12346 42223
Share of overdue debts, %
loans in total 472 49 3,6 3,4 -1,2 -0,3
loans to legal entities 38 46 29 26 17 0.4
loans to individuals 6.2 73 6.5 5.2 08 13
loans to banks 0,5 0 0,8 3,5 0,8 2,8
Provisions for possible loss-
es on loans 801204 | 1010819 |1038721 |1094186 |27902 | 55465
% to loans 4.80 5 65 6.02 6.00 0.36 20,02

The tendency to improve the quality of
assets and minimize risks has become one of
the main tasks of the Bank. The financial and
economic sanctions in 2014 led to an increase
in credit risks hence an increase in the share of
overdue debt in this period. The Bank is forced

to significantly increase reserves for possible
loan losses, which negatively affected the fi-
nancial results of their activities. Since 2015,
there has been an increase in credit risks and a
fall in the share of the Bank's overdue debt.
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An asset Is recognized as overdue in full
in case of violation of the terms established by
the Agreement on payment of at least one pay-
ment on the principal debt and (or) interest. As
of the end of 2017, the share of overdue loans
in total assets amounted to 2.7% (as of January
1, 2017 — 2.9%) [Risk management and busi-
ness performance in crisis, 2018].

Restructuring — is making changes to the
original essential conditions of the loan agree-
ment concluded with the debtor in a more fa-
vorable way for him not provided by the origi-
nal essential terms of the loan agreement.

In the course of settlement of problematic
or overdue debts of legal entities and individu-
als, the Bank sells assets previously taken to the
Bank's balance sheet as collateral. During 2017,
property was sold for 707 million rubles, in
2016 — for about 569 million rubles. The vast
majority of realized objects are in the real es-
tate sector (apartments, land plots, non-
residential premises).

In 2015, the volume of restructured loans
of legal entities amounted to 2,907. 5 billion
rubles, their share in assets was 12.8% (2014 —
2,212.0 billion rubles and 10.2%, respectively).
As of January 1, 2018, the amount of restruc-
tured loans to legal entities amounted to 3 402
584,0 million rubles, their share in the assets of
the balance sheet was 14.7% (January 1, 2017:
3 285 711,8 million RUB and 15.1%, respec-
tively).

At the beginning of 2016, the volume of
restructured loans to individuals in the loan
portfolio amounted to 149.2 billion rubles, their
share in assets — 0.7% (January 1, 2015 — 72.5
billion rubles and 0.3%, respectively). As of
January 1, 2018, the volume of restructured
loans of individuals in the loan portfolio
amounted to 277 943.0 million rubles, their
share in assets — 1.19% (as of January 1, 2017:
204 042.9 million rubles and 0.9%, respective-
ly). Typical options for restructuring involve an
increase in the term of use of credit, change in
the order of repayment of debt on a loan, re-

fusal of charging penalties in whole or in part,
change of the currency of credit.

The bank pays close attention to control-
ling the concentration of large credit risks. In
accordance with internal regulatory documents,
the Bank has implemented the procedure for
monitoring of major credit risks and forecasting
compliance with the requirements set forth in
the standards of H6 "maximum risk amount per
borrower or Group of related borrowers "and
H7" maximum size of major credit risks". For
this purpose the list of the bank's large and re-
lated borrowers is monitored.

We will calculate the main coefficients
(key ratios), which allow us to determine the
degree of risk activity of the bank in 2015-2017
(table 3). Calculations used in the process of
determining the degree of credit risk of the
Bank include;

- Reserve ratio- allows you to determine
the degree of protection of the Bank from non-
repayment (return) of loans.

- Risk ratio- allows you to assess the
quality of the bank’s loan portfolio in terms of
credit risk.

- Ratio of default or overdue debt- shows
the share of problematic loans in the total
amount of debt owed the bank.

Based on the data in table 3, all credit risk
ratios of Sherbank are within acceptable limits
for the entire period under review. The decreas-
ing reserve ratio in 2017 means that the Bank's
degree of protection against possible loan de-
faults has decreased at the reporting date. In
terms of repayment, the quality of the loan
portfolio is closer to the optimal in 2017 — this
shows a risk factor of 0.94. The ratio of prob-
lematic loans decreased in 2017, which indi-
cates a decrease in the share of problematic
loans in the total amount of debt. In general, the
structure of the loan portfolio does not exceed
the permissible level of default loans [System-
atic approach to comprehensive monitoring of
Bank risks, 2018].
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Credit risk ratios of Sberbank of Russia for 2015-2017
Taoauna 3
Kosdpuumnentnl kpeautTHoro pucka Coepoanka Poccuu na 2015-2017 roast
Significance
Coefficient Corresponc_jence
2015 2016 2017 Optimal to the optimal
Reserve ratio 5,75 6,14 6,13 1N50t higher than Correspond
Risk ratio 0,94 0,93 0,94 Should - ~strive Correspond
towards 1
dR(;';ltt)lto of default or overdue 5,62 4,38 421 ngt higher than Correspond

One of the main methods of market risk
assessment in recent times is the Value at Risk
(VaR) method. This method is an estimate of
the maximum portfolio loss over a given period
of time with a given probability (confidence
level) in a "normal” market. "Normal" market
IS recognized as the dynamics of market factors
(interest rates and currency quotations) in the
absence of a systemic crisis in the banking sec-
tor or the economy of the country or a group of
countries or negative facts that can cause a sig-
nificant change in market factors, and, as a
consequence, the value of positions in financial
instruments.

The Bank uses the Value at Risk (VaR)
method to calculate interest rate risk on trading
positions, stock and currency risks. This tech-
nique allows us to estimate the maximum
amount of expected financial losses for a cer-
tain period of time with a given level of confi-
dence [Frolova, N.E., 2009]. The Bank esti-
mates VaR with a confidence level of 99%, the
holding period is assumed to be equal to 10
working days.

It should be noted that the Basel Commit-
tee on banking supervision (within the frame-
work of the internal models approach) does not
allow banks to use models with a short-term
(less than 250 days) observation period to cal-
culate capital adequacy. Based on the covari-
ance method, the VaR calculation model (in
accordance with the criteria of the Basel Com-
mittee on banking supervision) is insufficient to
estimate the expected losses in the conditions
of sustainable market development and in the
periods of crisis. Another advantage of the new
approaches to risk assessment (especially oper-
ational risk) is their ability to provide accurate
probabilistic estimates even in the absence of
statistical data.

Taking into account the shortcomings of
the VaR method, in order to obtain more com-
plete and accurate information on the amount of
market risk, the Bank supplements the calculation
of VaR with market risk assessments using sce-
nario analysis and stress testing methodology.

The results of calculations by types of
risk using the VaR method at the end of 2015-
2017 are given in the table below:
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Market risk indicators using the VaR method from 2015 to 2017

Nuaukaroppl ppiHOYHOT0 pucka nmo meroay VaR ¢ 2015 no 2017 rog

72

Table 4

Taoauua 4

The value of Market risk,

Effect on net profit, %

Types of risks In billion rubles

2015 2016 2017 2015 2016 | 2017
Interest risk on debt securi- | 85 37,5 24,8 36,00% | 6,90% | 3,30%
ties
Stock risk 0,3 0,1 0,2 0,10% | 0,00% | 0,00%
Currency risk 11,7 3,3 5,8 4,90% | 0,60% | 0,80%
Commodity risk 0,2 0,1 0,2 0,10% | 0,00% | 0,00%
Market risk (taking into ac- | 96,4 40,1 29,6 40,80% | 7,60% | 4,00%
count diversification)
The effect of diversification | 0,6 0,9 1,4 0,20% | 0,20% | 0,20%

The table above shows that in 2015 the
Bank’s net profit was strongly affected by the
level of interest and market risk. Subsequently,
the effect on the bank’s net profit reduced in
2016 and 2017. The most dangerous type of
risk for the Bank in terms of its impact on the
Bank's net profit are interest and market risks.
In its risk management strategy, the Bank
should pay special attention to their minimiza-
tion, of course, along with other risks, because
each of them worsens the financial condition of
the Bank upon occurrence.

3akjaouyeHue

Thus, feature of development of a banking
system of the Russian Federation is recently the
increased instability which is followed by sanc-
tions regimes which significantly influence devel-
opment of economy in certain directions of mini-
mization of risks of a banking system of Russia

and in its stable functioning and regulation.
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