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r\f)kescribe risk and risk management. Q:{
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Briefly discuss the four processes in risk management? \}
(5 marks)
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One of the\unique risk faced by Islamic banks is the shariah non-compliance risk. (LP\
Elaborgte’ how this risk can be arised? /\'Q)\
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List the THREE (3) components of #dlue at Risk (VAR) statistics.
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What are the basic of Shariah principles in Islamic finarigial transaction?
__i‘g (5 marks)
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Briefly explain the Displacement commercial risk (DCR) and how to mitigate?
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> Briefly explain the types of risk WhICb\@:ﬁ market risk, operational, credit and liq ﬁy risk.
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A. ABC Bank holds $900 million Sukuk murabaha with probability f(\tlifault (PD) = 5%. The

collateral backing the Sukuk is worth $300 million. The m ﬂty is10 years and already
have finished 3 years. Exposure at default (EAD) is $70¥I million. Answer the following

questions:
I.  Estimate the loss rate given default (LGD)
Q{ Q“l (3 marks)
CJ@I. Calculate the expectefj%lcﬁg (EL) of the facility? -
{% (\):L (3 marks)
?LQ‘ lll.  Differentiate bety{@én (EL) and (UL) and How to cover each type?
& N ~ (4 marks)
A IV.  Describe the best ways to manage credit risk? COQ
{@ marks)
&

B. ljarah contract between a bank and its customer is a “leasing” agfe&ﬁ\ent that involve
asset or properties. Subject matter must has a useful value whicﬁ the ownership still
remains fo the bank with the right to use transfer to lessee. Period df lease must be pre-

deZé&w\med. Explain TWO (2) situations that would trigger a probability of default (PD) in

ljakan contract.
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AUESTION 2

A. Liguidity is genqg\ally defined as the ability of a financial firm to meet its debt obligations

i
i

without inc unacceptably large losses. Please ex@-&in how to manage liquidity risk
if the bffﬂS facing excess and lack of liquidity? (}O
?‘Q-' -{ C (10 marks) ~
. | < R
B qé"é‘rate on the Shariah Compliance Paran}\gﬁa}. : C
V) " N
. \/\, (10 mq@&h)
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[TOTAL: 20 MARKS]

42 o
Bas@i‘ Il is a set of banking reguiations@ forth by the Basel Committee on Bank
@%pervision,' which regulates finance a@& anking internationally. It attem&ts to integrate
'Basel capital standards with national regulations, by setting the gﬂinimum capital
requirements of financial institutions with the goal of ensuring instituzifﬁbliquidity.
[®
P"\
a) Distinguish THREE (3) important pillars stated in Basel I&@% the objective of each pillar
to Islamic financial institutions. v

Q‘l (3 marks)
O qt
O
b) r\leil%ét are the major changes in Basel 11? Explain. o C
A ~
N O o

c) In order to maintain minimu/rﬂ(&pital requirement, Islamic financial institutibn/\'s may
quantify their risk by calcq{eﬁr}g their capital adequacy. Explain the consequence to the

financial institution if ti%%ir capital adequacy ratio falls below than the minimum
requirement by the regulator.
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\% Y
d) Accor@*g to Pillar 1, Basel Il, Islamic banking Enstjt\gkiéﬁs in Malaysia are required to

mq&ain at all times, Common Equity Tier 1(C ol % ratio, Tier 1 ratio and total capital OQ

\?a io at minimum level of 4.0%, 5.5 % and BMespectively. The following information

obtained from Malayan Banking Berhad’s Disclosure sheet as at 30.06.2014

 Expressedin
_RM (000) A Ty S
Total Capital 51,656,15 37,511,099 8,800,941
Credit RWA 276,967,811 199,113,732 50,455,726
1
Market R’j(VA 10,971,410 8,418,263" 419,214
8 C
Ope@%nal RWA 31,727,016 13,81 4,129 3,810,146
N : R
edit RWA (1,380,237)
n{absorbed by
(bn\" Maybank) )
S,
Y <
Calculate total capital ratio for Maybank Islamic Bank Berhad as at 30.0(‘3.2014@,\l
n\)@ (5 marks)
W
e) Comment on your findings in answer part D. Your answer shall include comparison with
minimum capital asset ratio requirement; whether Bank Negara Malay}sia shall intervene
in the qu(\AP and also the indication of the ratio to the depositors.
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QUESTION'4
A. With the help of diagram, explain the mode of operation in Parallel Salam and the
inherent risk associated with the contract.
R
10 marks
B. With the hequcdf diagram, explain the mode of operation in g/IL(caQahah to the purchase
order ;@Q&)) and the inherent risk associated with the /iqen/\%act
N BV
g \/\’ (10 marks) Q*\
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