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"GTNews (Global Treasury Intelligence)" — June, 2008
HSBC Bank :

"Risk Management and Supervision, Bank of International
Standards."

The original text in English:

” Banks across the globe are facing problems with the liquidity
crisis because of poor liquidity management. As every transaction
or commitment has implications for a bank’s liquidity, managing
liquidity risks are of paramount importance. Liquidity risk has
become one of the most important elements in enterprise-wide risk
management framework. A bank’s liquidity framework should
maintain sufficient liquidity to withstand all kinds of stress events
that will be faced. Constant assessment of liquidity risk
management framework and liquidity position is an important
supervisory action that will ensure the proper functioning of the
bank.

Liquidity risk is the current and future risk arising from a bank’s
inability to meet its financial obligations when they come due. A
bank might lose liquidity if it experiences sudden unexpected cash
outflows by way of large deposit withdrawals, large credit
disbursements, unexpected market movements or crystallization of
contingent obligations. The other cause may be because of some
other event causing counterparties to avoid trading with or lending
to the bank. A bank is also exposed to liquidity risk if markets on
which it depends are subject to loss of liquidity.

Liquidity risk has a spiraling effect and often tends to compound
other risks such as credit risk and market risk. If a trading bank has
a position in an illiquid asset, its limited ability to liquidate that
position at short notice will lead to market risk.
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Measurement and management of liquidity risk:

A bank should have a sound process for identifying, measuring,
monitoring and controlling liquidity risk.

A bank should actively manage liquidity risk exposures and
funding needs within and across legal entities, business lines and
currencies, taking into account legal, regulatory and operational
limitations to the transferability of liquidity.

A bank should establish a funding strategy that provides effective
diversification in the sources and tenor of funding.

A bank should actively manage its intraday liquidity positions and
risks to meet payment and settlement obligations on a timely basis
under both normal and stressed conditions and thus contribute to
the smooth functioning of payment and settlement systems.

A Dbank should actively manage its collateral positions,
differentiating between encumbered and unencumbered assets

A bank should conduct stress tests on a regular basis for a variety
of institution-specific and market-wide stress scenarios
(individually and in combination) to identify sources of potential
liquidity strain and to ensure that current exposures remain in
accordance with a bank’s established liquidity risk tolerance

A bank should have a formal CFP that clearly sets out the
strategies for addressing liquidity shortfalls in emergency
situations.

A bank should maintain a cushion of unencumbered, high quality
liquid assets to be held as insurance against a range of liquidity
stress scenarios, including those that involve the loss or
impairment of unsecured and typically available secured funding
sources.

A bank should publicly disclose information on a regular basis that
enables market participants to make an informed judgment about
the soundness of its liquidity risk management framework and
liquidity position.
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Research Summary:

- This study aims to analyze the concept of bank liquidity and their
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Components and their sources, and the importance of the liquidity and its
risks on the banking business, and the adequacy of bank liquidity through
the assessment of indicators, and evaluating profitability through rates. It
also aims to verify the range of BBSF applying liquidity rates to be
retained and its adherence to the decisions of the Central Bank of Syria
on one hand, and to achieve appropriate profits and returns to the owners
of property rights through the appropriate investment of resources on the
other hand.

- The study population consisted of Banque Bemo Saudi Fransi,
which is the first private Syrian bank based on the territory of the Syrian
Arab Republic since about forty years ago, and it has started work in
2004,

- And the study has been done by conducting in-depth interviews
with a number of managers in Banque BEMO, review annual financial
reports to the bank and use financial analysis of the most important ratios
and liquidity indicators and profitability.

- The study concluded that liquidity risk management at Banque
BEMO are done by studying and analyzing financial indicators.
And that the bank has achieved high liquidity ratios and in excess
of the legal liquidity ratios, and it was also able to achieve acceptable
profitability ratios in spite of the exceptional circumstances experienced
by the Syrian Arab Republic.

- The study concluded that the recommendations can be summarized
thus:
That the Banque BEMO has cash balances which is not in use, so the
bank's management had to exploit and employ these funds in various
aspects of investment to achieve the highest rates of profitability and
improve revenue. And the need to hire more money in lending process
and granting credit facilities.
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