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INntroduction

Bank of Spain Circular 3/2008 of 22 May 2008
and its amendment 9/2010 of 22 December
(hereinafter, the Solvency Circular) represents
the final implementation for Spanish financial
institutions of the legislation on bank capital
and supervision of credit institutions on a
consolidated basis, laid down in Spanish

Law 13/1985 of 25 May 1985 on Financial
intermediary investment ratios, bank capital
and reporting requirements of financial
intermediaries and other financial system

regulations, and in Spanish Royal Decree
216/2008 of 15 February 2008 on Financial
institutions” own funds. These two laws
together represent the adaptation of Spanish
credit institutions to Community Directives
2006/48/EC of 14 June 2006 relating to

the taking up and pursuit of the business of
credit institutions and 2006/49/EC of 14 June
2006 on the capital adequacy of investment
firms and credit institutions, of the European
Parliament and of the Council.

In accordance with Rule 109 of the Solvency
Circular, financial institutions have to publish

a document called “Information of Prudential
Relevance” including the contents stipulated
in chapter eleven of said regulation. This
report has been drawn up in keeping with said
stipulations.

According to what has been laid down in the
policy defined by the Group for drawing up
the Information of Prudential Relevance, the

Note: All figures have been rounded to present the amounts in million euros. As a result, the amounts appearing in some tables may not be the arithmetical sum of the preceding figures.

Translation of a report originally issued in Spanish, in the event of a discrepancy, the Spanish original version prevails.

Introduction

content herein refers to December 31, 2010
and was approved by the Group's Audit and
Compliance Committee, in its meeting held
on March 28, 2011, having previously been
reviewed by the External Auditor. Said review
has not revealed any material discrepancies
concerning compliance with the reporting
reguirements laid down in the Bank of Spain
Solvency Circular.



1. General information requirements

11. Corporate name and differences in the Consolidated Group for the purposes of the Solvency
Circular and the Accounting Circular

11.1.  Corporate name and scope of

application

Banco Bilbao Vizcaya Argentaria, S.A.
(hereinafter, the Bank or BBVA) is a private-
law entity subject to the rules and regulations
governing banking institutions operating in
Spain.

The Bylaws and other public information about
the Bank are available for consultation at its
registered address (Plaza San Nicolas, 4 Bilbao)
and on its official website: www.bbva.com.

In addition to the transactions it carries out
directly, the Bank heads a group of subsidiaries,
jointly-controlled and associate institutions
which perform a wide range of activities and
which, together with the Bank, constitutes

the Banco Bilbao Vizcaya Argentaria Group
(hereinafter, the Group or BBVA Group).

Circular 3/2008 and its amendment 9/2010 are

binding at a consolidated level for the entire
Group.
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11.2. Differences among the
consolidated group for the
purposes of the Solvency
Circular and the Accounting
Circular

The Group’s consolidated financial statements
are drawn up in accordance with what is laid
down in the International Financial Reporting
Standards adopted by the European Union
(hereinafter, “IFRS-EU". The IFRS-EU were
adapted to the Spanish credit institution sector

in Spain via Bank of Spain Circular 4/2004 of 22

December 2004 (hereinafter, the Accounting
Circular) as well as through its subsequent
amendments, including Bank of Spain Circulars
6/2008 of 26 November 2008, 3/2010 of 29
June and 8/2010 of 30 November.

For the purposes of the Accounting Circular,
companies will be considered to form part of
a consolidated group when the controlling
institution holds or can hold, directly or
indirectly, control of them. For these purposes,
an institution is understood to control another
when it has the power to direct its policies as
regards finance and the pursuit of its business
in order to obtain economic profit from its

activities. In particular, control is presumed

to exist when the controlling institution has

a relationship with another, which is termed
dependent, in some of the following situations:

« |t holds the majority of voting rights.

« tis entitled to appoint or dismiss the majority
of the members of its governing body.

« By agreements subscribed with other
partners, it can avail itself of the majority of
voting rights.

« Exclusively with its votes, it has appointed
the majority of the members of the
governing body who are undertaking their
responsibilities at the time the consolidated
accounts must be drawn up and during
the two fiscal years immediately preceding
that moment. This case will not give rise
to consolidation if the company whose
directors have been appointed is bound to
another in any of the cases described in the
first two bullets of this section.

Therefore, in drawing up the Group's
consolidated financial statements, all dependent

companies have been consolidated by applying
the full consolidation method.

Alternatively, the Group's accounting policy
applied to jointly-controlled entities (those which
are not dependent and are jointly-controlled
under contractual agreement through
unanimous consent of the equity holders) is as
follows:

- Jointly-controlled financial entities: the
proportionate consolidation method is
applied.

- Jointly-controlled non-financial entities: the
equity method is applied.

Moreover, associates, those upon which the
Group holds a significant influence but which
are neither dependent nor jointly-controlled, are
valued using the equity method.

Alternatively, for the purposes of the Solvency
Circular, as is described in Spanish Law 36/2007,
heading two, section 34, the consolidated group
will comprise the following subsidiaries:

o Credit institutions.



« Investment services companies.

»  Open-end funds.

« Companies managing mutual funds,
together with companies managing
pension funds, whose sole purpose is the
administration and management of the
aforementioned funds.

« Companies managing mortgage
securitization funds and asset securitization
funds.

« Venture capital companies and venture
capital funds managers.

« Institutions whose main activity is holding
shares or investments, unless they are mixed
portfolio financial corporations supervised at
the financial conglomerate level.

Likewise, the special-purpose entities whose
main activity implies a prolongation of the
business of any of the institutions included in
the consolidation, or includes the rendering
of back-office services to these, will also form
part of the consolidated group.

However, according to the provisions of this
law, insurance entities and some service
firms will not form part of consolidated
groups of credit institutions.

Therefore, for the purposes of calculating
solvency requirements, and hence the drawing
up of this Information of Prudential Relevance, the
perimeter of consolidated institutions is different
from the perimeter defined for the purposes of
drawing up the Groups financial statements.

The outcome of the difference between the two
regulations is that 69 institutions, largely real

estate, insurance and service companies, which
are consolidated in the Group’s annual accounts
by the full or proportionate consolidation
method, are consolidated for the purposes of
Solvency by applying the equity method.

The Annexes contain a list of the entities
comprising the scope of consolidation for
solvency purposes.

1.2. |dentification of dependent institutions with capital resources below the minimum requirement.
Possible impediments for transferring capital

There is no institution in the Group not included
in the consolidated group under the Solvency
Circular whose capital resources are below the
regulatory minimum requirement.

The Group operates in Spain, Mexico, the
United States and 30 other countries, largely in
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Europe and Latin America. The Groups banking
subsidiaries around the world are subject to
supervision and regulation by a number of
regulatory bodies with respect to issues such as
compliance with a minimum level of regulatory
capital. The obligation to comply with these capital
requirements may affect the capacity of these

banking subsidiaries to transfer funds to the parent
company via dividends, loans or other means.

In some jurisdictions in which the Group
operates, the law lays down that dividends may
only be paid with the funds legally available for
this purpose.



1.3. Exemptions from capital requirements at the individual or sub-consolidated level

In keeping with the provisions of Rule Five of
the Solvency Circular, on the exemption from
individual or consolidated compliance with
the aforementioned Rule for Spanish credit

institutions belonging to a consolidable group,
the Group obtained exemption from the Bank of
Spain on December 30, 2009 for the following
companies:

14. Risk management policies and targets

14.1. General principles in risk
management

The aim of Global Risk Management is to
preserve the Group’s capital adequacy level,
support the definition of its strategy and help
the business to develop.

The general guiding principles followed by
the BBVA Group to define and monitor its risk
profile are set out below:

1. The risk management function is unigue,
independent and global.

2. The risks assumed must be compatible
with the target capital adequacy and must
be identified, measured and assessed.
Monitoring and risk management
procedures and sound control and
mitigation systems must likewise be in place.
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3. All risks must be managed integrally during
their life cycle, being treated differently
depending on their type and with active
portfolio management based on a common
metric (economic capital).

4. Itis each business area’s responsibility to
propose and maintain its own risk profile,
within its independence in the corporate
framework (defined as the set of risk
policies and procedures) through an
appropriate risk infrastructure.

5. The risk infrastructure must be suitable
in terms of people, tools, databases,
information systems and procedures so
that there is a clear definition of roles
and responsibilities, ensuring efficient
assignment of resources among the
corporate area and the risk units in business
areas.

« Banco Industrial de Bilbao, S. A.
» Banco de Promocion de Negocios, S.A.

«  BBVA Banco de Financiacion, SA.

On the basis of these principles, the Group
has developed a global risk management
system which is structured around three
components:

« A corporate risk governance lay-out which
separates functions and responsibilities.

« Asetof tools, circuits and procedures that

make up differentiated management systems.

« A system of internal control mechanisms.

1.4.2. Corporate governance layout

The Group has a corporate governance
system which is in keeping with international
recommendations and trends, adapted to
requirements set by regulators in each country
and to the most advanced practices in the
markets in which it pursues its business.

« Banco Occidental, SA.

« Finanzia Banco de Crédito, S.A.

With respect to risks it is the duty of the Board
of Directors to establish the general principles
that define the entity’s risk profile, approve

its risk control and management policy, and
monitor the internal information and control
systems on a regular basis.

To perform this duty correctly the Board is
supported by the Executive Committee and
a Risk Committee, the main mission of the
latter being to assist the Board in undertaking
its functions associated with risk control and
management.

As per Board Regulations, article 39, for these
purposes, the Risk Committee is assigned the
following duties:

« Toanalyze and evaluate proposals related
to the Group’s risk management and
monitoring policies and strategies.



« To monitor the match between risks
accepted and the profile established.

« To assess and approve, where applicable,
any risks whose size could compromise
the Group’s capital adequacy or recurrent
earnings, or that present significant
potential operational or reputational risks.

« To check that the Group possesses the
means, systems, structures and resources
in accordance with best practices to allow
the implementation of its risk management
strategy.

1.4.3. The risk function

Global Risk Management (GRM) is the Group's
risk function. It is made up of an extensive
team of professionals who manage risks in the
various businesses, companies and countries
in which it operates, as a single team with a
single risk model.

The aim of Global Risk Management is to
preserve the Group's solvency, support the
definition of its strategy and help the business
to develop. It is made up of the risk units of the
business areas and the Corporate Risk Area,
which defines the global risk management
policies and strategies. The risk units in

the business areas propose and maintain

the risk profile of their customer portfolios
independently, but within the framework of
corporate activity.

The Corporate Risk Area combines a vision

based on risk type with a global vision. It is
divided into five units:
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« Corporate Risk Management: responsible
for the management and control of credit,
market, technical, structural, real estate and
non-banking risks.

- Validation & Control: takes on the
management of the internal control model
and operational risk, the internal validation
of the risk measurement and risk admission
models and GRM production management.

« Structural Management & Asset Allocation:
responsible for defining the target risk profile
and the global management of risks assumed
by the Group in the course of its activity.

« Technology & Methodologies: responsible
for the management of the technological
and methodological developments required
for risk management in the Group.

« Technical Secretary: carries out technical
checks on proposals for the Risk
Management Committee (defined below)
and the Risk Committee, and prepares and
promotes the regulations applicable to the
management of social and environmental
risks.

Using this structure, the risk management
function assures, first, the integration, control

and management of all the Groupss risks; second,
the application of standardized risk principles,
policies and metrics throughout the entire
Group; and third, the necessary insight into each
geographical region and each business.

This organizational scheme is complemented
by a number of different committees, including
the following:

The Global Asset Allocation Committee is
made up of the Group's COQ, the Financial
director, the Corporate Strategy and
Development director and the Global Risk
Management director. This committee plans
the process of risk admission and proposes
an objective risk profile to the Board of
Directors’ Risk Committee.

The task of the Global Internal Control and
Operational Risk Committee is to undertake
a review at the Group level and of each of
its units, of the control environment and
the running of the internal control and
operational risk models, and likewise to
monitor and locate the main operational
risks the Group has open, including those
of a transversal nature. This committee

is therefore the highest operational risk
management body in the Group.

The Risk Management Committee is made
up of the managers of the risk units from
the business areas and the managers from
the Corporate Risk Area units. Among the
committee’s duties is to define the risk
strategy (particularly in terms of the policies
and structure of the Group’s function) and
present it to the Group's governing bodies
for their approval, monitor risk control and
management in the Group and adopt any
actions that may be required in this respect.

The Global Risk Management Committee is
made up of the corporate managers of the
Group’s risk function and the risk managers
in the different countries and WB&AM. It
reviews the Group's risk strategy and the
the main risk projects and initiatives in the
business areas.

« The permanent members of the Risk
Management Committee are: the Global Risk
Management, Corporate Risk Management
and Technical Secretary directors. Other
members attend according to the operations
that are to be analyzed at each session. It
analyzes and decides on those financial
programs and operations that lie within its
powers and debates those that exceed them.
If appropriate, it passes on a favorable opinion
to the Risk Committee.

« The Assets and Liabilities Committee
(ALCO) is responsible for actively managing
structural interest-rate and foreign-
exchange positions, as well as the Group’s
overall liquidity and bank capital.

« The Technology and Methodologies
Committee is the forum that decides
on the coverage needs of models and
infrastructures in the business areas
within the framework of the Global Risk
Management model of operation.

« The functions of the New Products
Committee are to assess, and if appropriate
to approve, the introduction of new products
before activities commence; to undertake
subseguent control and monitoring for
newly authorized products; and to foster
business in an orderly way to enable it to
develop in a controlled environment.

1.4.4. Scope and nature of the risk
measurement and reporting
systems

Depending on their type, risks fall into the
following categories:



1. Credit risks.
2. Market risks.
3. Operational risks.

4. Structural risks.

There follows a description of the risk
measurement systems and tools for each kind
of risk.

1.4.4.. Credit risk

This is the probability that a counterparty may
not meet its contractual obligations related to a
specific transaction.

BBVA quantifies its credit risk using two main
metrics: expected loss (EL) and economic
capital (EC). The expected loss reflects the
average value of the losses. It is considered a
cost of the business and is associated with the
Group's policy on provisions. Economic capital
is the amount of capital considered necessary
to cover unexpected losses if actual losses are
greater than expected losses.

These risk metrics are combined with
information on profitability in value-based
management, thus building the profitability-
risk binomial into decision-making, from the
definition of business strategy to approval of
individual loans, price setting, assessment of
non-performing portfolios, incentives to areas in
the Group, etc.

There are three essential parameters in

the process of calculating the EL and EC
measurements: the probability of default (PD),
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loss given default (LGD) and exposure at default
(EAD). These are generally estimated using
historical information available in the systems.
They are assigned to operations and customers
according to their characteristics. In this context,
the credit rating tools (ratings and scorings)
assess the risk in each transaction/customer
according to their credit quality by assigning
them a score. This score is then used in
assigning risk metrics, together with additional
information such as transaction seasoning, loan
to value ratio, customer segment, etc.

Point 4.51.7. of this document details the
definitions, methods and data used by the
Group to estimate and validate the parameters
of probability of default (PD), loss given default
(LGD) and exposure at default (EAD).

The credit risk for the global portfolio of the
BBVA Group is measured through a Portfolio
model that includes the effects of concentration
and diversification. The aim is to study the loan
book as a whole, and to analyze and capture the
effect of the interrelations between the different
portfolios.

This model not only provides a more complete
calculation of capital requirements, but is also

a key tool for credit risk management. It is a
core of the Asset Allocation model, which is an
efficient portfolio allocation model based on the
profitability-risk binomial.

The Portfolio model considers that risk comes
from various sources (it is a multi-factor model).
This feature implies that economic capital

is sensitive to geographic diversification, a
crucial aspect in a global entity like BBVA. In
addition, and within the framework of the Asset

Allocation project, the sector axis has, together
with the geographical, become key for the
analysis of business concentration. Finally, the
tool is sensitive to the concentration in certain
credit exposures of the entity’s large clients.

1.4.4.2. Market risk
This is the possibility of losses in the value of
positions held as a result of changing market

prices. It includes three types of risk:

« Interest rate risk: this is the risk resulting
from variations in market interest rates.

« Exchange rate risk: this is the risk resulting

from variations in currency exchange rates.

«  Price risk: this is the risk resulting from
variations in market prices, either due to
factors specific to the instrument itself, or
alternatively due to factors which affect all
the instruments traded on the market.

In addition, for certain positions, other risks
also need to be considered: credit spread risk,
basis risk, volatility or correlation risk.

The basic measurement model used is that of
value-at-risk (VaR), which provides a forecast
of the maximum loss that can be incurred

by trading portfolios in a one-day horizon,
with a 99% probability, stemming from
market fluctuations of the aforementioned
factors. It uses a historical period of 2 years of
observations of the risk factors.

The Bank of Spain has authorized the use of
the internal model to calculate the capital risk

positions of the trading portfolios of BBVA
S.A. (since 2004) and BBVA Bancomer (since
2007). Together, the two account for around
80-90% of market risk in the Group's trading
portfolio.

The market risk limits model currently in force
consists of a global structure comprising
economic risk capital (ERC) and VaR and stop-
loss sublimits for each of the Group’s business
units. The global limits are proposed by the
Risk Area and approved by the Executive
Committee on an annual basis, once they have
been submitted to the Board's Risk Committee.

This limits structure is developed by identifying
specific risks by type, trading activity and
trading desk. The consistency among limits:
global and specific on the one hand and VaR
sublimits and delta sensitivity on the other, is
maintained by the market risk units. This is
supplemented by analyses of impacts on the
income statement with risk factors under a
stress test, taking into account the impact of
financial crises that have taken place in the
past and economic scenarios that could occur
in the future.

In order to assess business unit performance
over the year, the accrual of negative earnings
is linked to the reduction of VaR limits set. The
control structure in place is supplemented by
limits on loss and alert signals to anticipate the
effects of adverse situations in terms of risk
levels and/or result.

Finally, the market risk measurement model
includes backtesting or ex-post comparison,
which helps to refine the accuracy of the
risk measurements by comparing day-on-



day results with their corresponding VaR
measurements.

1.4.4.3. Operational risk

Operational risk is the risk of loss due to
inappropriateness or failures in internal
processes, personnel and systems, or
alternatively due to outside events.

The Group has had a robust operational risk
management model in place since the year
2000. It is based on four pillars:

« Risk identification: Consists in determining
the factors that contribute to risk.

» Risk measurement: by establishing
quantitative and qualitative metrics.

« Risk assessment: to establish a level of
priority for each factor given its relative
importance.

« Risk mitigation: this is the most important
part of the management cycle. It consists
of putting into practice a set of measures,
such as improvements in controls or
changes in processes, that reduce risk.

To carry out this task, BBVA has several tools
already running that cover both qualitative
and quantitative aspects of operational risk:

» Ev-Ro. Ev-Ro is a tool used to identify and
prioritize operational risk factors, which are
all those operational weaknesses that can
generate losses. An analysis of the impact
and frequency of each risk factor enables
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risk maps to be generated by business or
support areas and class of risk.

TransVaR. All the Group’s operations are
based on process management. TransVaR
is a key risk indicator (KR/) tool associated
with processes. It identifies impairment

or improvement in the Institution’s risk
profile. Thus TransVaR might have certain
predictive nature, because the indicators
used are always associated with the
causes that generate risk.

SIRO. Operational risk events nearly
always have a negative impact on the
Group’s income statement. To keep these
events under control, they are recorded
in a database called SIRO. To ensure
reliability, 95% of its inputs are fed directly
from accounting data through automatic
interfaces. The internal SIRO data are
supplemented with information from an
external database at the Operational Risk
Exchange (ORX) consortium. ORX is a
non-profit association founded by twelve
international banks in 2002 and currently
has 53 members in 18 countries.

The operational risk events are classified
according to the risk categories
established by Basel II: processes,

fraud (internal and external), IT, human
resources, commercial practices, disasters
and suppliers.

1.4.4.4.Structural risks

Below is a description of the different types of
structural risk:

Structural interest-rate risk. Structural
interest-rate risk consists of the potential
change in the net interest income and/

or book value of an entity as a result in
changes in interest rates. A financial entity’s
exposure to adverse movements in market
rates represents a risk inherent to banking
activity, and at the same time becomes an
opportunity for generating value.

Movements in market interest rates have an
effect on the Group’s net interest income,
from a medium and short-term perspective,
and on its economic value in the long-term
horizon. The main source of risk is the time
lag between price changes and maturities
of the asset and liability products making
up the banking book.

The Financial Management units of the
parent company and its subsidiaries
abroad, through the Assets and Liabilities
Committee (ALCO), aim to maximize the
economic value of the banking book and
preserve the net interest income, thus
ensuring recurring earnings. At the same
time, it must ensure that exposure levels
match the risk profile defined by the Group’s
management bodies and that a balance

is maintained between expected earnings
and the risk level borne. A transfer pricing
system that centralizes the Bank’s interest-
rate risk on ALCO's books helps to assure
that balance-sheet risk is being properly
managed.

The Group's management is based on
calculations of structural interest-rate risk,
which is controlled and monitored in the
Risk area. This area acts as an independent

unit, thus guaranteeing that the risk
management and control functions are
conveniently segregated. This policy is in
line with the Basel Committee on Banking
Supervision recommendations. The area
designs models and measurement systems
and develops monitoring, reporting and
control policies. It performs monthly
measurements of interest rate risk, as well
as risk control and analysis. This information
is then reported to the main governing
bodies, such as the Executive Committee
and the Board of Director’s Risk Committee.

The Group's structural interest-rate risk
measurement model uses a sophisticated
set of metrics and tools that enable its risk
profile to be monitored. To characterize

the balance sheet, models of analysis have
been developed to establish assumptions
dealing fundamentally with prepayment of
loans and the performance of deposits with
no explicit maturity. A model for simulating
interest rate curves is also applied to enable
risk to be quantified in terms of probabilities.
This allows sources of risk to be determined
in addition to the mismatching of cash flows
coming not only from parallel movements
but also from changes in the slope and
curvature. This simulation model, which
also considers the diversification between
currencies and business units, calculates
the net interest earnings at risk (EaR) and
economic capital (EC) as the maximum
adverse deviations in net interest income
and economic value, respectively, for

a particular confidence level and time
horizon. This supplements the sensitivity
measurements to a standard deviation of
100 basis points in all the market curves.



The maximum negative impacts on

both net interest income and value, are
controlled in each of the Group’s entities
through a limits policy. The entity’s risk
appetite, as determined by the Executive
Committee, is expressed through the limit
structure, which is one of the mainstays of
control policies.

The risk measurement model is
supplemented by analysis of specific
scenarios and stress tests.

Structural exchange-rate risk. Structural
exchange-rate risk is basically caused by
exposure to variations in foreign exchange
rates that arise in the Group’s foreign
subsidiaries and the funding to foreign
branches financed in a different currency to
that of the investment.

These exchange-rate variations have an
effect on the Group’s solvency ratios and
its estimated earnings whenever there is
exposure deriving from the contribution of
subsidiary entities operating in “‘non-euro”
markets. The Asset/Liability Management
unit, through the Assets and Liabilities
Committee (ALCO), actively manages
structural exchange rate risk using hedging
policies that aim to minimize the effect of
FX fluctuations on capital ratios, as well as
to assure the equivalent value in euros of
the foreign currency earnings contributed
by the Group’s various subsidiaries while
controlling the impact on reserves.

The Risk area acts as an independent unit
responsible for designing measurement
models, making risk calculations and
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controlling compliance with limits, reporting
on all these issues to the Board of Director’s
Risk Committee and to the Executive
Committee.

Structural exchange rate risk is evaluated
using a measurement model that
simulates multiple scenarios of exchange
rates and evaluates their impacts on

the Group’s capital ratios, equity and the
income statement. On the basis of this
exchange-rate simulation, a distribution
is produced of their possible impact

on the three core items that determine
their maximum adverse deviation for

a particular confidence level and time
horizon, depending on market liguidity in
each currency. The risk measurements
are completed with stress testing and
back-testing, which give a complete view
of exposure and the impacts of structural
exchange rate risk on the BBVA Group.

All these metrics are incorporated into

the decision-making process by Financial
Management, so that it can adapt the
Bank’s risk profile to the guidelines derived
from the limits structure authorized by the
Executive Committee.

Structural risk in the equity portfolio. The
Group’s exposure to structural risk in the
equity portfolio basically results from the
holdings in the capital of other industrial
and financial companies, recorded as

the investment portfolio with medium/
long-term investment horizons. It includes,
for reasons of management prudence
and efficiency, the consolidated holdings,
although their variations in value have no

immediate effect on equity in this case. In
order to determine exposure, the net short
positions held in derivatives of underlying
assets of the same kind are considered,
used to limit portfolio sensitivity to potential
falls in prices.

The Risk Area undertakes a constant
monitoring of structural risk in its equity
portfolio in order to constrain the negative
impact that an adverse performance of
the value of its holdings may have on the
Group’s solvency and earnings recurrence.
This ensures that the risk is maintained
within levels that are compatible with the
Group’s target risk profile.

This monitoring function is carried out by
the Risk Area by providing estimates of the
risk levels assumed, which it supplements
with periodic stress and back-testing

and scenario analyses. It also monitors

the degree of compliance with the limits
authorized by the Executive Committee,
and periodically informs the Bank’s
management bodies on these matters. The
mechanisms of risk control and limitation
hinge on the aspects of exposure, earnings
and economic capital. Economic capital
measurements are also built into the risk-
adjusted return metrics, used to ensure
efficient capital management in the Group.

Liquidity risk. The aim of liquidity risk
management and control is to ensure that
the payment commitments can be duly
met without having to resort to borrowing
funds under burdensome terms, or
deteriorate the image and reputation of the
entity.

The Group's liquidity risk monitoring takes
a dual approach: the short-term approach
(365-day time horizon), which focuses
basically on the management of payments
and collections of treasury and wholesale
markets, and includes the operations of