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11.  Disclosure of Securitization Transactions 

Bank Danamon does not have Securitization Exposures in June 2019 and June 2018. 
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d. Disclosure of Exposures causing Credit Risk due to Settlement Risk 

     There is no exposure that cause Credit Risk due to Settlement Risk in June 2019 and June 2018. 

 

e. Disclosure of Securitization Exposures 

          There is no exposure of Securitization in June 2019 and June 2018. 
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d. Disclosure of Exposures causing Credit Risk due to Settlement Risk 

     There is no exposure that cause Credit Risk due to Settlement Risk in June 2019 and June 2018. 

 

e. Disclosure of Securitization Exposures 

          There is no exposure of Securitization in June 2019 and June 2018. 
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2.a. Disclosure of Interest Rate Risk in Banking Book (IRRBB) Exposures – Bank Stand Alone 

 

Calculation of IRRB in Rupiah Currency 

In Million Rupiah ΔEVE ΔNII 
Period June 30, 2019 June 30, 2019 

Parallel Up                 (1,348,403)                    (401,218) 

Parallel Down                   1,588,248                     (396,195) 

Steepener                      (36,970)   

Flattener                    (290,749)   

Short Rate Up                    (827,371)   

Short Rate Down                      921,508    

Maximum Negative Value (Absolute)                   1,348,403                       401,218  

Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII)                 28,536,606                    8,104,326  

Maximum Value divided by Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII) 4.73% 4.95% 
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Calculation of IRRB in USD Currency 

In Million Rupiah ΔEVE ΔNII 

Period June 30, 2019 June 30, 2019 
Parallel Up                      (73,556)                      203,640  

Parallel Down                        63,911                     (102,082) 

Steepener                        22,902    

Flattener                      (28,533)   

Short Rate Up                      (55,865)   

Short Rate Down                        47,131    

Maximum Negative Value (Absolute)                        73,556                       102,082  

Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII)                 28,536,606                    8,104,326  

Maximum Value divided by Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII) 0.26% 1.26% 

 

Note: Calculation of IRRBB with ΔEVE dan ΔNII method based on new SE OJK applied for the position of end of June 2019. 

 

ANALISIS 
1. IRRBB Definition 

Interest Rate Risk in Banking Book (IRRBB) refers to the current or prospective risk to the Bank’s capital and earnings arising from adverse movements in 
interest rates that affect the Bank’s Banking Book positions.  

Included in the IRRBB exposure are any instruments or positions that are sensitive to interest rates but are not included in the Trading Book. In this case, 
including financial instruments or assets which are recorded as Available-for-Sale (AFS) and as Held-to-Maturity (HTM). 
 

2. Risk Management Strategy and Risk Mitigation for IRRBB 
IRRBB is managed for each exposure in a particular currency with material (major) exposures, ie those accounting for minimum 5% of either Banking Book 
assets or liabilities. The major currencies must be actively managed by Treasury and monitored by Risk Management independently.  

In relation to the above, BOD delegates the authority to Assets & Liabilities Committee (ALCO) to monitor and review the structure and trends of the 
balance sheet in terms of, inter alia, interest rate risk, including interest rate risk in Banking Book (IRRBB). Accordingly, ALCO should conduct regular 
meeting, including agenda related to IRRBB.  

In general, ALCO management of IRRBB is supported by the Treasury & Capital Market (TCM) Division and the Market & Liquidity Risk (MLR) Unit.  

TCM has an active role in managing the IRRBB exposure within the limits and parameters approved by ALCO, including managing the gap risk, repricing 
risk, and other risks associated with the IRRBB, as well as performing on necessary interest rate hedge. The management is performed based on the 
decisions and mandates given by ALCO as a senior management committee which is the apex body entrusted for interest rate risk management and as the 
owner of the IRRBB limit.  
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MLR is an independent function within the Bank that is responsible for managing market and liquidity risk. The responsibility of the MLR in relation to the 
management of the IRRBB includes:  
- Identifying, measuring, monitoring, and reporting the risk exposure in accordance with regulations, methods and policies related to IRRBB.  
- Developing and reviewing related policies, guidelines, methods and procedures in managing IRRBB.  
- Reviewing the limits associated with IRRBB in reguler basis to ensure they remain adequately set.  
 

3. Periodization of IRRBB Calculations and Measurements Used to Measure Sensitivity to IRRBB 

Internally, Bank measures and monitor IRRBB exposures through EVE and NII method on a monthly basis. 

4. Interest Rate Shock Scenario and Stress Scenario Being Used 

IRRBB exposure measurement through EVE is conducted based on 6 (six) interest rate shock scenarios as follow: 

 parallel shock up; 

 parallel shock down; 

 steepener shock with combination of short rates down and long rates up; 

 flattener shock with combinantion of short rates up and long rates down; 

 short rates shock up; and 

 short rates shock down. 

IRRBB exposure measurement through NII is conducted based on 2 (two) interest rate shock scenarios as follow: 

 parallel shock up; 

 parallel shock down; 

The amount of interest rate shock used by the Bank in calculating EVE and NII follows the scenario set by OJK, which is as follows: 
 

(in bps) IDR USD 

Parallel 400  200 

Short 500 300 

Long 350 150 

 
5. Modeling Assumptions that Are Different from the Standardize Approach 

For the purpose of IRRBB disclosure, the Bank uses the standardize approach as stipulated in the OJK Circular Letter. 

As a complement in managing interest rate risk, the Bank also applies the same parameters but has different coverage, which includes all components of 
the Bank's balance sheet, both in the Banking Book and in the Trading Book. 

This is done with the consideration that the Bank wants to monitor interest rate risk as a whole. 

In managing interest rate risk as a whole, the Bank uses an interest rate shock scenario that differs from the standard approach, which only uses a parallel 
shock scenario with a range of interest rates of 100 - 600 bps. 
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6. Heging of IRRBB and Related Accounting Treatment 
In the event that an activity uses hedge accounting, the activity is taken into account in the measurement of IRRBB. 

As of the June 2019 report, Bank’s subsidiary has hedge accounting activity which are included in the scope of the consolidated IRRBB calculation. 

7. Main Modelling Assumptions and Parametrics Used in EVE and NII Calculation 
a. In calculating cash flows and discounts on the EVE calculation, the Bank does not include commercial margin components and other spread 

components. EVE calculation will be notional cash flow multiplied by the base rate when the transaction was performed, then discounted with the 
risk-free rate at the reporting date;  

b. Determination of repricing maturities for NMD is conductetd based on a behavioral analysis of NMD using sufficient historical data. The behavioral 
analysis produces core and non-core portions. The core portion is assumed to have longer repricing maturities while the non-core portionn is assumed 
to have shorter repricing maturities. 

c. The methodology used to estimate loan prepayment rate and TD early withdrawal rates is the maximum value of prepayment rates and early 
withdrawal rates based on historical data. 

d. At present there are no other assumptions that have a material impact on ∆EVE and ∆NII that were excluded from the calculation. 
e. The method of aggregation between currencies is as follows: 

- For the purpose of measurement on a consolidated basis, the calculation is performed by combining the results of ΔEVE and ∆NII value of each 
entity based on the same interest rate scenario category and the same currency type.  

- For the purpose of measurement in aggregation between significant currencies, the calculation is performed by summing up the worst ΔEVE and 
∆NII for each type of significant currencies.  

 

Quantitative Analysis 
1. Average repricing maturity for NMD as of end of June 2019 is as follow: 

IDR USD 

269 days 65 days 

 
2. Maximum repricing maturity for NMD as of end of June 2019 is as follow: 

IDR USD 

1 year 3 months 
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2.b. Disclosure of Interest Rate Risk in Banking Book (IRRBB) Exposures – Consolidated 

 

Calculation Report of IRRBB in Rupiah Currency 

In Million Rupiah ΔEVE ΔNII 

Period June 30,2019 June 30,2019 

Parallel Up                 (1,589,909)                    (382,241) 

Parallel Down                   1,848,101                     (416,315) 

Steepener                        80,035    

Flattener                    (453,177)   

Short Rate Up                 (1,061,995)   

Short Rate Down                   1,176,554    

Maximum Negative Value (Absolute)                   1,589,909                       416,315  

Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII)                 35,290,761                  16,894,167  

Maximum Value divided by Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII) 4.51% 2.46% 

 

Calculation Report of IRRBB in Rupiah USD Currency 

In Million Rupiah ΔEVE ΔNII 

Period June 30,2019 June 30,2019 

Parallel Up                      (73,556)                      203,640  

Parallel Down                        63,911                     (102,082) 

Steepener                        22,902    

Flattener                      (28,533)   

Short Rate Up                      (55,865)   

Short Rate Down                        47,131    

Maximum Negative Value (Absolute)                        73,556                       102,082  

Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII)                 35,290,761                  16,894,167  

Maximum Value divided by Tier 1 of Capital (for ΔEVE) or Projected Income (for ΔNII) 0.21% 0.60% 

 

Note: Calculation of IRRBB with ΔEVE dan ΔNII method based on new SE OJK applied for the position of end of June 2019. 

 

ANALISIS 
1. IRRBB Definition 

Interest Rate Risk in Banking Book (IRRBB) refers to the current or prospective risk to the Bank’s capital and earnings arising from adverse movements in 
interest rates that affect the Bank’s Banking Book positions.  

Included in the IRRBB exposure are any instruments or positions that are sensitive to interest rates but are not included in the Trading Book. In this case, 
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including financial instruments or assets which are recorded as Available-for-Sale (AFS) and as Held-to-Maturity (HTM). 
 

2. Risk Management Strategy and Risk Mitigation for IRRBB 
IRRBB is managed for each exposure in a particular currency with material (major) exposures, ie those accounting for minimum 5% of either Banking Book 
assets or liabilities. The major currencies must be actively managed by Treasury and monitored by Risk Management independently.  

In relation to the above, BOD delegates the authority to Assets & Liabilities Committee (ALCO) to monitor and review the structure and trends of the 
balance sheet in terms of, inter alia, interest rate risk, including interest rate risk in Banking Book (IRRBB). Accordingly, ALCO should conduct regular 
meeting, including agenda related to IRRBB.  

In general, ALCO management of IRRBB is supported by the Treasury & Capital Market (TCM) Division and the Market & Liquidity Risk (MLR) Unit.  

TCM has an active role in managing the IRRBB exposure within the limits and parameters approved by ALCO, including managing the gap risk, repricing 
risk, and other risks associated with the IRRBB, as well as performing on necessary interest rate hedge. The management is performed based on the 
decisions and mandates given by ALCO as a senior management committee which is the apex body entrusted for interest rate risk management and as the 
owner of the IRRBB limit.  

MLR is an independent function within the Bank that is responsible for managing market and liquidity risk. The responsibility of the MLR in relation to the 
management of the IRRBB includes:  
- Identifying, measuring, monitoring, and reporting the risk exposure in accordance with regulations, methods and policies related to IRRBB.  
- Developing and reviewing related policies, guidelines, methods and procedures in managing IRRBB.  
- Reviewing the limits associated with IRRBB in reguler basis to ensure they remain adequately set.  
 

3. Periodization of IRRBB Calculations and Measurements Used to Measure Sensitivity to IRRBB 

Internally, Bank measures and monitor IRRBB exposures through EVE and NII method on a monthly basis. 

4. Interest Rate Shock Scenario and Stress Scenario Being Used 

IRRBB exposure measurement through EVE is conducted based on 6 (six) interest rate shock scenarios as follow: 

 parallel shock up; 

 parallel shock down; 

 steepener shock with combination of short rates down and long rates up; 

 flattener shock with combinantion of short rates up and long rates down; 

 short rates shock up; and 

 short rates shock down. 

IRRBB exposure measurement through NII is conducted based on 2 (two) interest rate shock scenarios as follow: 

 parallel shock up; 

 parallel shock down; 

The amount of interest rate shock used by the Bank in calculating EVE and NII follows the scenario set by OJK, which is as follows: 
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(in bps) IDR USD 

Parallel 400  200 

Short 500 300 

Long 350 150 

 
5. Modeling Assumptions that Are Different from the Standardize Approach 

For the purpose of IRRBB disclosure, the Bank uses the standardize approach as stipulated in the OJK Circular Letter. 

As a complement in managing interest rate risk, the Bank also applies the same parameters but has different coverage, which includes all components of 
the Bank's balance sheet, both in the Banking Book and in the Trading Book. 

This is done with the consideration that the Bank wants to monitor interest rate risk as a whole. 

In managing interest rate risk as a whole, the Bank uses an interest rate shock scenario that differs from the standard approach, which only uses a parallel 
shock scenario with a range of interest rates of 100 - 600 bps. 

6. Heging of IRRBB and Related Accounting Treatment 
In the event that an activity uses hedge accounting, the activity is taken into account in the measurement of IRRBB. 

As of the June 2019 report, Bank’s subsidiary has hedge accounting activity which are included in the scope of the consolidated IRRBB calculation. 

7. Main Modelling Assumptions and Parametrics Used in EVE and NII Calculation 
f. In calculating cash flows and discounts on the EVE calculation, the Bank does not include commercial margin components and other spread 

components. EVE calculation will be notional cash flow multiplied by the base rate when the transaction was performed, then discounted with the 
risk-free rate at the reporting date;  

g. Determination of repricing maturities for NMD is conductetd based on a behavioral analysis of NMD using sufficient historical data. The behavioral 
analysis produces core and non-core portions. The core portion is assumed to have longer repricing maturities while the non-core portionn is assumed 
to have shorter repricing maturities. 

h. The methodology used to estimate loan prepayment rate and TD early withdrawal rates is the maximum value of prepayment rates and early 
withdrawal rates based on historical data. 

i. At present there are no other assumptions that have a material impact on ∆EVE and ∆NII that were excluded from the calculation. 
j. The method of aggregation between currencies is as follows: 

- For the purpose of measurement on a consolidated basis, the calculation is performed by combining the results of ΔEVE and ∆NII value of each 
entity based on the same interest rate scenario category and the same currency type.  

- For the purpose of measurement in aggregation between significant currencies, the calculation is performed by summing up the worst ΔEVE and 
∆NII for each type of significant currencies.  

 

Quantitative Analysis 
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3. Average repricing maturity for NMD as of end of June 2019 is as follow: 
IDR USD 

269 days 65 days 

 
4. Maximum repricing maturity for NMD as of end of June 2019 is as follow: 

IDR USD 

1 year 3 months 
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Note: 

Based on Otoritas Jasa Keuangan approval No.10/KDK.03/2019 dated 25 April 2019, PT Bank Nusantara Parahyangan Tbk. has legally merged into PT Bank 

Danamon Indonesia Tbk. at 1 May 2019. Meanwhile, operational merger will be conducted at 2 September 2019. Therefore, until operational merger 

become effective, the Disclosure of Quantitative Risk Exposure is published by each bank, except for the LCR Ratio that calculated in combine basis. 


