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Abstract: The article deals with the impact of risks on banking activities, especially
with credit and interest-rate risks. Classification of bank risks is of great importance in 
the bank's management system and in the assessment of its activities. The authors 
propose to evaluate these risks taking into account combinations of different methods
based on the ratio method. In banking, great attention should be paid to assessing 
the credit process effectiveness and the balance of active and passive operations.
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INTRODUCTION
One of the main strategic tasks of a bank is provision of the optimal combination 

between profit and risk (Lavrushina & Valentsova, 2013). The more the profit, the 
more the risk that demands the increase of the capital. The strategy connected with 
highly risky operations leads to losses, decrease of liquidity. On the contrary, if the 
profit is lower than the market level, the bank faces complications in attracting the 
resources, which need the definite level of expenses, etc. Consequently, the bank is 
retested in profitable functioning in the point of optimum of competing processes, 
i.e. in the optimal level of profits and sufficient capital. For providing normal 
development aimed at stability of the risk level, it is necessary to increase the capital 
while the assets are growing.

The risks that the commercial banks face can be either purely bank risks 
spontaneously connected with the specificity of the activity of the credit institutions 
or general risks appearing in credit institutions and the risks appearing under the 
influence of external factors. It is rather difficult to differentiate precisely all the 
risks the commercial banks face in the process of their functioning: concretely 
banking or general (Belyakov, 2003). Grouping of banking risks into different types 
often occur in the economic literature: e.g., the risk of calculating operations, the 
credit risk, the risk of operations with foreign currency, the risk of deposit operations,
the risk of banking operations with securities. Under such classification on each 
group the reared on side red the risks depending on the peculiarities of different types 
of banking operations and the dependence of these operations on external risks is 



also studied (Beloglazova & Krolivetskaya, 2011). Specialization of the bank on certain
types of services influences on its profile of the risks. E.g., the bank actively working 
on the market of crediting the enterprises of non-financial sector, on the inter-
banking market, on the market of consumer crediting, will be subjected at a great 
extent to the credit risks and the bank depositing significant resources in a fund 
market, is subjected to the market risk (Beloglazova & Krolivetskaya, 2015). The system
of managing risks, the availability of which is an obligatory condition of successful 
activity of the credit organization, must minimize the risk taking into account the 
influence of the external environment and specificity of the bank activity. The 
availability of such system of ten allows avoiding significant losses. Assessment and 
managing risks, especially financial, in banking legislature are becoming more 
urgent and in for motive due to their great importance for all the participants of the 
banking system of Russia and other countries. Generally, assessment of the risk is 
reflected in calculating absolute in dices: in the absolute assessment, the risk 
determines the absolute amount of losses, in the relative assessment relation of 
probable amount of losses to the volumetric indication, characterizing the assessing 
operation (Miller & Van-Huz, 2000). In the basis of the risk assessment, there is 
dependence on definite amounts of the bank losses and possibilities of their 
appearance (Holmes, 2014). This task can be solved by different methods: statistic, 
expert assessing, analytical, and economic-mathematical and others (Markowitz, 
1991). It is important to remember that all the risks are interconnected and make 
influence on the result of the activity as profits, capitalization of the bank.

MATERIALS AND METHODS
In the process of the research the scientific methods of analysis and synthesis, 

system and complexity of the study, processes and phenomena, comparison of analogues,
the dialectical method of cognition of connections, different methods of economic 
analysis, mathematical statistics, grouping, expert estimation, regressions and other 
exhaust scientific practice methods were used.

RESULTS
The risks constantly accompany banking activity. That is why the question raises 

about their identification and neutralization. Based on the complex classification of 
banking risks it is possible to model the banking activity, to continue searching the 
internal resources aimed at improving the effectiveness of operations implementing. 
Having the variability of classifications and approaches it is advisable to be oriented 
for the "Basic principles of the effective supervision on bank activity" developed by 
the Basel Committee on banking supervision and published in September, 1997 as a 
consulting letter, which represents the following key risks (Figure 1).

Figure 1: Classification of banking risks by the Basel Committee
Source: composed by the authors



The credit risk is the main and means threatening of non-implementation of the 
contracts or agreements (Figure 1). This risk refers not only to the bank credits but 
also to the balanced and out-balanced articles of the bank to which we refer bank 
guarantees, accepts, investment portfolio of valuable papers. Influence of the credit 
risk on the bank can be minimized by creating reserves for writing off unreliable 
credits from the balance and in case of necessity the charged interest on them. In 
addition, special attention should be paid to the connected credits given to borrowers 
belonging to one corporation or affiliated group that exceeds the credit risk determined
for one borrower. The international borrowings, which are closely connected with 
the credit risk as a necessary part of crediting in clued the country risk conditioned 
by the economic, social and political situation in the country of the borrower that is 
becoming more evident in giving loans to foreign states.

One of the components of the country risk is the risk of the international transfer 
payment occurring while nominating the commitments of a borrower in foreign 
currency which may also become non-acceptable for the borrower regardless of the 
conditions, for example, in case of declaring moratorium by the country for 
implementing commitments on external borrowings. In bank practice, there are two 
traditional most important components of the market risk: (1) interest risk connected 
with changeability of the level of the interest rates (Figure 2); (2) currency risk, 
conditioned by changeability of the cost of currency as a result of fluctuation of the 
currency courses.

Figure 2: Forms of the interest risk of the bank
Source: composed by authors

Three basic forms are subjected to the interest risk (Figure 2): (1) Risk of interest 
rates increasing on the attracted resources (liabilities), making the bank carry the 
expenditures more than it was expected on servicing their commitments; (2) Risk of 
interest rates decreasing on the distributed resources (assets) having negative influence
on the level of the interest profits of the bank; (3) Risk of the negative interest margin 
characterizing as the development of a large degree of the interest risk, beginning 
when the interest expenditures of the bank paid on the means of the central bank, 
other banks, on the accounts of commercial and non-commercial organizations, 
exceeds the interest profits according to the distribution of the resources. However, 
this risk is usual for the bank activity it may significantly threaten the profit and the 
bank's own capital. That is why management of the risk of the interest rate is very 
important in conducting the operations on complicated financial markets where the 
participants themselves form the market interest rates, viz. in the countries with 
misaligned interest rate. Another classification of the bank risks is likely to be right 
because it is rather difficult to draw a firm line among different types of risks. As a 



rule, many risks are interconnected and the changes in one of them cause changes in 
another one; but all of them finally influence the balance of the bank as a whole.

The bank risk is the probability of having losses or worsening liquidity of the 
credit organizations because of unfavorable vents, connected with internal factors 
(complexity of the organizational structures, the level of qualification of the employees,
organizational changes, staff turnover, etc.), and the external factors (changes of the 
economic conditions (of the activity of the credit organizations, new technologies, 
etc.), which are characteristics of the bank activity.

The main task of the scientific management of the risky operations of the bank 
is determination of the degree of admissibility and legitimacy of any risk and taking 
an immediate practical decision directed to using risky situations or working out the 
system of measures (choice of means and methods), decreasing the possibility of 
losses from conducting any operation.

To the main ways of decreasing the risks in a bank, we can refer: (1) use of the 
principle of risks weighing; (2) taking into account the external risks (branch, regional,
assurance); (3) making systematic analysis of the financial state of the bank client, 
his payment ability, creditworthiness, rating, etc.; (4) application of the principle of 
dividing risks, refinance credits; (5) pursuing the policy of diversification; (6) giving 
big credits only on the consortium basis; (7) using floating interest rates and others.

The key elements of the effective management of the credit risk are as follows: 
the well-developed credit policy and procedures; good management of the portfolio; 
effective control of the credits; and more important well-trained personnel for the 
work in this system. Effectiveness of the credit process depends on the right credit 
policy developed by the bank that determines the order of the work at all stages of 
the credit process: from the application on giving loans till the repayment of the 
credit and closing the credit case.

The analysis of the effectiveness of the credit process shows that the general 
coefficient of the portfolio provision in 2015 was 0.5; in 2016 it was 0.5; and in 2017 
only 0.4. The desired meaning of the indicator is , but must not be lower 
than 0.5 (50%). In case, if , the quality of the credit portfolio is assessed 
as low. In case, if the quality of the credit portfolio is assessed as low, the level of 
payment by providing the credit investments may be risky in the depositing policy 
of the bank in case of not returning the loans without the loan provision. The tempo 
growth of the credit investments increases at each period and in 2017, it was 52.59. 
This illustrates the fact that demands on credits increase and the profits also increase 
and the probability of increasing risks grows as well. Aggress evenness the credit 
policy exceeds its normative: in 2015 (64.1%), in 2016 (66.50%) and in 2017 
(71.80%), this witnesses about overloading of the credit portfolio. The credit policy 
reflects the strategy and tactics of the bank in the field of crediting and is the basis 
of management of risks in the activity of the bank. That is why it is necessary to pay 
special attention to risk tracking during the stage of control over the credit. Thus, the 
basis of the development of the credit relations between the commercial banks and 
their clients due to the credit flow is the credit process conditioning the cycle of the 
loan capital of the commercial bank.



Table 1
Calculation of the credit risk coefficients

Coefficients 2015 2016 2017 Change
2016-2015

Change
2017-2016

The pure interest margin on the account 
of the credit risk 0,06 0,04 0,03 -0,02 -0,01

The share of overdue loans in the total 
amount of loans granted 0,06 0,03 0,01 -0,03 -0,02
The protection coefficient from the credit
risk 0,03 0,02 0,02 -0,01 -
The total coefficient from the credit risk 0,31 0,21 0,17 -0,1 -0,04

The normative of the maximum amount 
of the risk per one borrower 5,17 6,10 9,64 +0,93 +3,54

Source: calculated by authors

While having analyzed all the represented coefficients shown in Table 1, we 
observe a positive tendency of the coefficient of the specific gravity of the overdue 
credits in a general sum of the represented credits, in 2016 in comparison to 2015, 
the decrease is 0.02, and in 2017 in comparison to 2016 is 0.01. Because at each 
period is a decrease of this coefficient that witnesses about a high quality of the credit 
portfolio and consequently, the credit risk decrease. As for the protection coefficient 
from the credit risk, the reserve decreases in 2016 in relation to 2015 by 0.01. In 
addition, it should be noted that creating the additional bank reserve fund for not 
returning the credits, some part of the means is reserved. Sometimes, the more they 
created reserve, the more is the bank defense level. The pure interest margin on the 
account of the credit risk decreases and does not correspond to the normative in 2016 
in comparison to 2015 by 0.02 and in 2017 in relation to 2016 by 0.01. This is 
connected with the liquidity crisis and the world financial crisis in general. The 
normative of the maximum amount of the risk per one borrower or a group of 
connected borrowers is constantly implemented in 2017 in comparison to 2016, it 
increased by 3.54; the bank constantly controls it by establishing the limits of debts. 
By this, the bank provides the needed sum for the borrower satisfying it interests and 
simultaneously insures itself from the excessive risk of non-return.

In the process of managing the credit risk in the bank, it is necessary to regulate 
the interest risk, which includes the estimate of balancing the active-passive operations.
Moreover, it represents the fundamental direction of the analysis of banking risks 
allowing estimating the balance of the active-passive operations according to the 
periods of conducting, interest rates and on this basis to estimate the bank liquidity, 
its subjection to the interest risk.

From the analysis of the balance of the active-passive operations of the ban, it 
follows that the structure of the active and passive bank operations is not balanced 
from the point of view of sensitivity towards the changes of the interest rates. The 
coefficients of sensitivity of the assets and commitments of the banks witness high 
dependence of the financial results of the bank activity on the fluctuation of the 
interest rates. Almost all commitments of the banks from 80-98 of the assets and a 
significant part (over 75%) are sensitive to the interest rates changes (Table 2).



Table 2
Estimation of the balance of the active-passive operations

and the level of the interest risk
Indicators 2015 2016 2017 Growth rate 

2017/2015, %
1) Assets are sensitive to changes in interest, 
mln rubles 717749,5 788272 1115984,7 3,4 times

2) Liability to changes in interest, mln rubles 749634,5 870349,8 1184446,7 3,4 times
3) Money gap, mln rubles (1) (2) -31885 -82077,8 -68462 3,3 times
4) Interesting gap (1) : (2) 0,96 0,91 0,94 100

5) Changes in the interest rate, %
5.1 on loans
5.2 on deposits

16,2
9,5

16,8
10,5

17,3
10,2

95
120

6) Maximum amount of interest rate risk, mln 
rubles (1)*(5.1) (2)*(5.2) 45060,2 41042,9 72251,8 2,4 times
7) Coefficient of interest risk, % (3) : (1) -4,4 -10,4 -6,1 95
8) Coefficient coverage of sensitive liabilities 0,084 0,115 0,144 2 times

9) Coefficient sensitivity of obligations, % 97 98 97 102
10) Coefficient financial independence from 
interest rate risk, % 36,2 38,6 44,5 77

Source: calculated by authors

Under preserving the macro-economic situation in the country at the same level, 
the banks management should reconsider the policy of managing the active-passive 
operations aimed at minimizing the interest risk and the level of financial dependence
on the fluctuation of the interest rates through the reduction of the gap between 
actives and passives sensitive to the changes of the interest rates. That is why in this 
situation the estimation of the liquidity risk is necessary.

DISCUSSION AND CONCLUSION
Represented scheme of management and estimation of the credit risk will allow 

estimating the structure and the composition of banking operations qualitatively, viz. 
to estimate of the assets and commitments quality, to analyze the balance in the part 
of the active-passive operations and the level of the interest risk.
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