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Mepiexoueva

1. Tpatredikn eTaIpIKA dlAKUBEPVNON KAl XPNUATOTTIOTWTIKNA KPion
2. lkavoTtnTeC TOu dI0IKNTIKOU OUPBoUAiou (A)

3. ETipAewn diaxeipiong Kivouvwy o€ eTTiredo A

4. 20VTOHO OXOANIO OXETIKA UE TIC AMOIBEC EKTEAEOTIKWYV MEAWV

D. 2UuTTEpACUaTa
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1. Tpamnelikn StakuBEpvnon Ko N Kpion: TPELC CUCTEMLKEG
OLTLOTU)LEG

\

“There were systematic failures in the checks and balances in the
system, by boards of directors, by credit rating agencies, and by
government regulators. Our financial system operated with large gaps in
meaningful oversight, and without sufficient constraints to limit risk.”

Timothy Geithner, US Treasury Secretary

March 2009
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1. Tpanelikn StakuBEpvnon Kot N Kpion: AUCAELTOUPYIEG OE
eninedo AL

)
\ v

m [lpéowtra:
— T etaicl: xaunAn IkavotnTa Kal €g1dikeuon Tou AZ, Ox1 EAAEIYN avecapTnaoiag
m  ETrorrreia Kal opyavwTiki SounA:
— Kpion otpatnyikng kai ox1 EAAEIPNG TTANPOPOPNONG KAl EAEYXOU
— Aev uttdpxel “payikni ouvTayn” oOXETIKA JE TN dour Twv A2
— Tpeic aduvapieg oTnv €TTOTITEIO TOU CUVOAIKOU KIVOUVOoU (franchise risk):
*  YTEPUETPN XPNMATOOIKOVOMIKA HOXAEUON
* YTroTignon Kivduvou peucToTNTAG
 EoTtiaon otn diaxeipion TTapd OTOV EVTIOTTIONO TWV KIVOUVWYV
m  XpAuarta: Balovrag 10 AAoyo TTiow atrd To APAg);
— EuBuypdupion avwtatwy OTEAEXWYV PE TN HAKPOTTPOBECUN YETOXIKN agia

— Atmrolnuiwon Twv oNPAvTIKWYV «TTAPAYWYWV» KIVOUVOU
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1. Emontteiat Ktvduvou o€ enimedo AZ: H avénon otn OLKOVOULKN
HOXAguon

Deutsche Bank — Gross leverage rate vs.

UBS - Gross leverage rate vs. regulatory rates
regulatory rates

70 60
60 50
>0 40
40
30 30
20 20
10 = — —g— 10 — O = g
0
0

2003 2004 2005 2006 2007
2003 2004 2005 2006 2007

Barclays — Gross leverage rate vs. regulator
Y rategs 8 g HSBC — Gross leverage rate vs. regulatory rates

60 20
50 18
40 16 /
30 14
20 12
10 -—= - - = 10 =T
0 8
2003 2004 2005 2006 2007 . Crossleverage Rate 2003 2004 2005 2006 2007

Equity Tier 1 Regulatory Rate
—8—Tier 1 Regulatory Rate
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1. Tpane{ikn StakuBEpvnon Ko n Kpion: H untéppetpn e€aptnon os
deiktec amodoonc evaiocOnToug otn HOXAevon

| H peydAn TAciopn@ia Twv Tpatrefwyv oTo dgiyua XpnolpoTTrololoe deiKTeG OTTWS ROE, EPS Kal TSR—TTOU
dnuIoupyouV CNUAVTIKA KivnTpa JOXAEuong

Opol amrédoong yia Xopnynon HAaKpotrpoleoung HETABANTNG apoIfg (oToixEia atmrd Toug looAoyiopoug 2007)

Tpatrela AE&iKTNG XpNHUOTOOIKOVOUIKNG ATTOd00NG
Barclays Economic Profit and TSR

BBVA TSR

BNP Paribas Relative Share Price Performance

Commerzbank “Share Price Performance”

Credit Suisse

“Earnings Targets”; “Share Price Performance”

Deutsche Bank

TSR

Fortis “Share Price Performance”
HBOS TSR and EPS

HSBC EPS and TSR

Lloyds TSB TSR and EPS

NBG EPS

Nordea Risk Adjusted Profit Per Share and TSR
Raiffeisen ROE and TSR

RBS TSR, EPS

Banco Santander TSR and EPS

Société Générale TSR and ROE

Standard Chartered EPS, TSR

UniCredit ROE
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and the crisis risk management

Executive
remuneration

Conclusions

1. Tpanelikn StakuBEpvnon Ko n Kpion: H a&ia tnc dtakuBEpvnonc

ETaipikni
dlakuBépvnon
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2. 20vOeon AZ: TumRye otpafBa ota AZ Twv 6 HEYOAUTEPWYV
OLLEPLKAVIKWV EMEVOUTIKWYV Tpamelwv

Méoog 6pog OnTeiag MEM kai Méoog 6pog nAikiag MEM oTig 31 Aekeufpiou
pou oTa TEANn 2007 2007

\

Mécog 6pog nAwkiag MEM ApOp6¢ MEM nAwiog Gvw twv 72
i 74 6
JP ﬁ 7 r
Morgan
7 70 ® 5
Goldman 53
Sachs
66 4
Morgan
Stanley
i 62 3
Merrill
Lynch
58 2
Lehman
Brothers
i 54 1
Bear ﬁ
Sterns
50 0
Lehman Bear Merrill Morgan " Goldman ‘JPMorgan &
0 5 10 15 20 25 Brothers Stearns Lynch Stanley Sachs Chase Co.
E Onteia CEO-Chair
B Onteio tou CEO 0T0 A TipWv amd T0 SL0pLOUS Tou I Méoog 6pog nAkiag MEM ® AplOog MEM nAkiag avw twv 72

= Méoog 6pog Bnteiag MEM
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20vOeon Az :
HAwkia kat Onteia MEM otig 25 peyaAutepec Evpwnaikég tpamnelec

Mé£o0og 6poG nAtkiog Méoog 6pog Onteiag
Twv MEM Twv MEM (o€ xpovia)
59.8 1 r 5.2
®
59.6 - 5.0
59.4
4.8
59.2 ®
r 4.6
59.0
. r 4.4
58.8
58.6 - F 42
58.4 4.0
2008 2007 2006

I Méoog 6pog nAikiag Twv MEM @ Méoog 6pog Onteiag Twv MEM (o€ Xpovia)
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2. Mtwon TAG HETOXNG Ao TNV kopudn oto XaNAG yia Tpamnelec
Twv omoiwv ot MEM eixav Onteia peyaAltepn 1 HIKPOTEPN ATO 5
xpovia (2007)

100% -
90% -

80% -

70%

60%

50%

40%

30%

20% -

10% - 19.4% 16.4%
0% ‘

13 tpdneleg pe peoo opo Bntelag MEM 12 tpdmeleg pe péoo 0po Onteiag MEM
TIAvVW amo 5 xpovia KATw amod 5 xpovia

Méoog 6pog avaloyiag xapunAotepng npog uPnAdtepn T

I1 YynAdtepn Tun
E1 XopnAotepn TN
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2. Tpameleg Twv onoiwv o MPOESPOC NTAV XPNHUOATOOLKOVOULKOG

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

EUTIELPOYVWHLOVOLG
Bank 2006
NBG CEO — chairman
Dexia Former CEO
Commerzbank Former CEO
Lloyds TSB Non-FIE
KBC Former CEO
Barclays Former CEO
HBOS Non-FIE
Fortis Non-FIE
RBS Non FIE
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2007

Former CEO
Former CEO
Former CEO
Former CEO

FIE

CEO — chairman
FIE

CEO — chairman
Former CEO
Former CEO

FIE

CEO — chairman
Former CEO
Non-FIE
Former CEO

FIE

FIE

Former CEO
Former CEO
Non-FIE
Former CEO

FIE

Non-FIE
Non-FIE
Non-FIE

Background/ comment
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Insurance CEO
Banking CEO
Banking CEO
Banking CEO
Insurance CEO
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Banking CEO
Agius succeeded Barrett in Sept. 2006
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3. Emomrteia diaxeipiong kivduvwv: Opyavwon kat e€eldikevon ota
AZ €EN QUEPLKOAVIKWYV EMEVOUTIKWV TPANEI{WV

ZUVESPLACELG TNG EMLTPOTIG KLVOUVWV Kall TtocooTLaia avaloyla HEAWV XPNHOTOOLKOVO LKWV

EUNELPOYVWHOVWYV ota TEAN 2007

Avaloyia XE peAwv otnv
ApLOpoG cuvedpLdoswv €MLTPONN
14 T r 70%
12 1 ~ 60%
10 T 0% w1 50%| I 50%
8 1 - 40%
6 ~ 30%
A)
4 - —20% - 20%
- l l I I h
0 0%
F&R
Lehman Brothers Bear Stearns Merrill Lynch Morgan Stanley Goldman Sachs JPMorgan Chase

I AplBuog ouvedpldcswv = XpNUOTOOLKOVOLKOL EUTTELPOYVWOVEG O avaloyia PEAWY TNG EMLTPOMNAG

A: Audit, F: Finance, R: Risk, P: Policy
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3. Emomteia kivduvwv: Mocootd tov xpovou nou aplepwOdBnKe otn
Slaxeiplon Kivduvwy ano ta AZ twv 25 peyaAUTEPWYV
EUPWMAIKWV Tpanelwv

20%

20%

40% 20%

™ 0-5% tou Xpovou tou A ™ 5-10% tou xpovou Tou AZ
T 5-10% tou xpovou Tou A M 10-15% tou xpovou tou A
B 10-15% Tou XpAdvou Tou AX W 15-20% tou xpovou tou A
B 15-20% tou xpovou tou A B 20+% Tou XpOvou Tou AX
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3. Emnonteia kivduvou: Opyavwon tou AZ kot e€eldikevon otn dtaxeipion
KLvOUVWV oTLC 25 HEYOAUTEPEC EVPWTTALKEC TPATELEC

N
\k !

B 48% twv Tpanelwyv oTNV OpAda TwV EUPWTIATKWY OLOAOYWV TPATIE(WY £XOUV
ouoTNOEL eTLTpOTA Slaxeiplong KIVvOUVWV. 2TIC TIEPLOCOTEPEC TIEPLITTWOELS OLUTEC OL
ETILTPOTIEG Elxav cuoTaBel mMoAU poodata (i.e. Metafl Twv teAevtaiwy 4-5
XPOVWV) Kol auTto 0PEIAOTAV OTA TTAPAKATW:

—  2ZTnVv avaykn va HeElwBel o av€avopevog poptog epyaciag tou A Kal TNG EMLTPOTNG
eAEyxoU

— 2tnv emBupia va dnuoupynoouv eva «forum» yla e€eldikeupEVEG oulNTAOELG e BEpa
ToVv Kivduvo

—  2TnV embupia va ETILKEVTIPWOOUV TIEPLOCOTEPO TNV TTPOCOXH Tou A og Bépata
oTpaTNYLKOU Klvduvou og Baboc xpovou— o avtiBeon e Ta cuoTtApata EAEYXOU

m  Kotd péco 6po, mavw armod 54% Twv HEAWV OTLG EMLTPOTIEC KLVOUVOU ATav
XPNHUOTOOLKOVOLLLKOL EUTTELPOYVWLOVEC
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3. ZUvBeon tTNC emLtponn¢ Kwvduvou: NMooootiaia avaloyia
XPNULOTOOLKOVOULKWV EUTIELPOYVWHOVWYV Kata to 2008

NBG

BBVA

Credit Suisse
UBS
Commerzbank
Barclays
Banco Santander
Deutsche Bank
Fortis*
Danske Bank
Lloyds TSB
Erste Bank
BNP Paribas** 3

0% 20% 40% 60% 80% 100%

B ExteAeoTkO= MEM

* AUon g etatplog ota téAn tou 2008
** JupmepAaUBAVEL ONAVTIKEC AELTOUPYIEC ECWTEPLKOU EAEYXOU
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3. Emomnteia KwvdUvou:
2uvedpLaoelg emLtporig dlaxeiptong Kvdéuvwy

ApPLONAG CUVESPLACEWV TNG EMLTPOTING KLVOUVWV

NBG

Barclays

BNP Paribas

Credit Suisse

Deutsche

BBVA

Commerzbank

Fortis

Lloyds TSB

UBS

[
]
1
0

Banco Santander e
]
[
|
e
—

Erste Bank
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Santander
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3. EmumpooOetn apoBn yia ta pEAN tTNC enttponnig Kwvduvwyv (Evpw)

2006 2007

115,500 147,000

BBVA

97,200 106,920

Commerzbank

23,000 37,500

Barclays

20,815 20,815

Lloyds TSB

20,815 20,815

BNP Paribas
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Enomnteia KivdUvou o€ entinedo AZ: To opyavwTtiko €L6LKO BApo¢ Tou
CRO kat tnG dteBuvaong daxeipong KvdLVwWV

B Outpamnelec oTnNV HEAETN HOG ELXOV CUVELONTOTIOLAOEL TNV OVAYKN YLo BeATiwon
Tou npodiA Kal Tou opyavwtikoU e8lkol Bdapoug tou CRO

— Goldman vs. Lehman

B O apOuoc twv tpamnelwv otic omoiec o CRO dev tav pEAOC TNG EKTEAEOTIKAC
Ertitponic pewwBnke amo €€n tpamelec to 2006 og povo dvo to 2008

B MéypL ta téAn tou 2008 povo oe pia tpamnela (Santander) o CRO fitav péAog tou
A2

B ApKeTol armo TouG CUVOUIANTEC O CUVEOTNOAV OTL oKEDTOVTAL VAL
avoBaBuioouy TIc eMayyeAUATIKEC TIPOOTTIKEC O0WV SoUAeVoUV oTn Slaxeiplon
TOU KLvOUVWV
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4. JuvoAwkeg amoAapec CEO to 2007 (Evpw)

€16
13.83
€14 12.82
€12
€10 8.88
s 7.73
sy 607 639
€6 4.97 | | | |
(7] wv v X
s =2 £ B 2 2 g3 O c T3 QK 2 < @ a T <
o] o Re) » © ) QO - o © o = - © o %2} o O T ©
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o 3 © 2 25 & 3 s 5
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ATT6d00N TIUAG HETOXNG ATTO TV KOPUQI) — XAUNAS
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4. ‘EkOeon otov Kivduvo o€ MPOooWTLKO emninedo twv Apepikavoug CEO

(blokTnoia peToXwV WG % TOU HECOU OPOU GUVOALKWYV artoAafwv TpLETiaG
Kata ta £tn 2004-2006)

30
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0 |
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5. MpoyvwoeLC yia To LEAAOV TNC EUPWTIAIKAC TPATTEUKNAG
SdtakuBEpvnonc [1]

m  OAo kal meploootepa AZ Ba dSnpLloupyrioouV eLOLKEC ETLTPOTIEC SLaXelpLlong
Ko UVWV

B Ta A Ba avaldpouv mio evepyd poAo oTo OXESLAOUO TWV TTAPAUETPWY QOKAOEWV
Tipocopolwong akpailwv Kataotdoewy (stress testing)

B Ta A Ba avaldPouv mio evepyo polo otnv enomnteia TG olALKAG StakuBEpvnong
(group governance)

B Oudeiktec embooewv Ba apxiocouv oAoEva Kal TEPLOCOTEPO VAL AVTOVAKAOUV TO
KOoto¢ kedbaAaiou kKol va armoBappUvouv TNV XPNHUATOOLKOVOULKH HOXAELUON

B OLouvdedepéveg pe tnv anodoon apolPéc (bonus) Twv «mapaywywvy» Kvduvou
Ba Bplokovtal ekteOeléveC oTNV HaKPOXpOovVN armodoon yLa LEYAAUTEPO XPOVLKO
dtaotnua

B To mpodiA kat to kUpog tou CRO Ba evioxuBolv onUavTLKA

Ne
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5. MPOoyvwoELG yLat TO HEAAOV TNG EUPWTIOLKNG TPATTETLKAG
SdtakuBEpvnonc [2]

Auvavouevoc “enayyeApatiopnoc” twv MEM

—  NeploocOTEPOL XPNUATOTILOTWTLKOL EUTMELPOYVWHOVEG, ELOLIKA oTNnV epimtwon Twv Mpoédpwv A kot
TWV LEAWV TNG EMLTPOTTNC KLVOUVOU

— e BabBog eloaywylkn PoEToLHacia Twv HeEAwY Tou A
—  Xe BabBog aflohoynon tou AZ mou Ba Sie€ayetal amo eEwteplkoug cUuBoUAOUG

—  Ba anatteital ano toa MEM meploooTtepog XpOvog Kal HeEyaAUTEPN adOoCiwan OTNV EKTEAECN TWV
KaONKOVTWVY TOUG

e  ..TO OTOlO CUVETIAYETAL OTL (OWG XPELAOTEL va TPEMEL Ta AZ va TANPWOOUV TIEPLOCOTEPO YLA TA
MEM toug

AladopeTikol kavoveg SlakuBépvnong yla tparmneleg: Aladopormoinon petal Twv
XPNUATOTILOTWTLKWY KAl LN XPNHOTOTILOTWTLKWY ETALPLWY O0TNV EPapuoyn KWOIKwWY ETALPLKAG
StakuBEpvnonc.

MBavr vopoBetikn emépuPfaon tng Emttponng o Bepata tpaneltknc EA: appodiotnteg A os
BEpata Slaxeiplong Kivduvwy, Em.Ki, apolBEc
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Annex: framing biases in risk oversight




Ne

£ _ hestor
i

Framing biases: Formulation effects

B The formulation of events and probabilities determines our willingness to take risks

m  When doctors are told that a particular operation results in 90% of lives being saved, they are
more likely to recommend the operation than if they are told that it results in 10% of lives
being lost

m  We found it interesting, therefore, that — without exception — all the banks in our study used
a variant of the following to describe VaR:

“The absolute maximum daily loss on 98 out of 100 days”

B Instead of this formulation:

“The absolute minimum daily loss that is likely to occur on 5 occasions over the coming
year”
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Framing biases: “Scale Compression”

Risk representations are not neutral. They may influence risk taking even when we are
conscious (or partially conscious of “scale compression” and other image distortions

The standard representation of a bank’s daily trading gains and losses

60

50

40

30

20

Number of days

10
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Framing biases: “Scale Compression”

B The previous graph makes it easy to imagine that the chances of a daily loss in excess of 50

million Euros are decidedly slim. The graph below (which shows the length of the “tail”)
makes that mental “slip” much harder

The same data (but without the scale-compression)
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Framing biases: “Availability Bias”

Historical stress events cited by the banks and securities firms surveyed by the BIS in 2004

Terrorist attack in Madrid in March 2004

Event cited No. of tests Event cited No. of tests
Terrorist attacks in the United States in September 2001 30 German unification in 1990 1
Black Monday, October 1987 23 Nikkei stock price correction in 1990 in Japan 1
1997 Asian crisis (currency devaluation & credit deterioration) 22 1991 coup attempt in Russia 1
Global bond price crash in 1994 18 Emerging market crisis in 1992 1
1998 August-Russian debt default and currency devaluation 15 Italian recession in 1992 1
1998 — combined LTCM/Russia event 13 European currency crisis in 1993 1
European currency crisis in 1992 8 European recession in 1993 1
1998 10/7 — LTCM crisis 8 US dollar rally in July-August 1995 1
Gulf war in 1990-91 5 Rate increase in 1995 in Japan 1
Mexican peso crisis in 1994 5 Latin American market in 1995 1
Stock price decline observed globally in 2000 4 1996 US improvement in economic outlook & interest rate rise 1
US interest rate rise observed in 2003 4 1997 — no specific event mentioned 1
Sharp one-day sell-off of USD against JPY in 1998 3 Currency intervention to support HKD in 1997 1
JGB sell-off triggered by news of halt of JGB purchases in 1998 3 Japanese financial system crisis 1
Accounting problems in United States in 2002 3 Asian stock market crash in 1998 1
Hostilities in Iraq in 2003-04 3 1998 — no specific event mentioned 1
Unidentified 3 Brazilian real crisis in 1999 1
Increase in US official interest rates in 1994 2 Emerging market stock price decline in 2000 1
Yield curve shape change in 1994 2 Argentine bond spread widening in 2001 1
European bond price decline in 1995 2 ABS spread widening in 2002 1
Financial crisis in Japan 1998, inc. nationalisation of LTCB/NCB 2 EURO STOXX decline in July 2002 1
Syndicated loan credit deterioration in United States in 2000 2 2002 — no specific event mentioned 1
Smaller than expected US monetary policy change in 2003 2 JGB sell-off triggered by under subscription at auction in 2002 1
Oil crisis in 1973-74 1 Accounting problems of US government-sponsored enterprises 2003 1
Californian earthquake in 1989 1 Outbreak of SARS in 2003 1
Emerging market crisis in 1990 1 Italian equity price fall in 2004 1
1
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