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Abstract:

Under Pillar | for the Basel 11 regulation of Operational Risk, larger international banks
have to quantify regulatory capital following the so-called Loss Distribution Approach (LDA). The
industry has introduced various possible approaches based on certain statistical techniques. In this talk
I will review the LDA issue and concentrate in particular on the use of Extreme Vaue Theory (EVT)
and the g-and-h method. | will aso give a critical appraisal of the use of a 99.9% VaR measure for
regulatory capital for Operational Risk.
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