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Glossary
Risks are the potential that an uncertainties, event, action or inaction will adversely impact the
ability of an entity to achieve its organizational objectives. In this definition, uncertainties include
events which may or may not happen as well as uncertainties caused by ambiguity or a lack of
information.
Risk management framework is a set of components that provide the foundations and
organizational arrangements for designing, implementing, monitoring, reviewing and continually
improving risk management throughout the organization. The notion of a risk management
framework is essentially equivalent to the concept of Enterprise Risk Management (ERM).
Risk culture is about understanding risks the financial institution faces and how they are
managed. A
sound and consistent risk culture throughout a financial institution is a key element of effective
risk
management. Risk culture and its impact on effective risk management must be a major concern for
the board and senior management.
Risk appetite is the amount and type of risk an organization is prepared to pursue or take, in
order
to attain the objectives of the organization and those of its shareholders and stakeholders.
Risk capacity is the amount and type of risk an organization is able to support in pursuit of its
business objectives.
Risk tolerance(s) is/are quantified risk criteria or measures of risk exposure that serve to clarify
and
communicate risk appetite. Risk tolerances are used in risk evaluation in order to determine the
treatment needed for acceptable risk.
Risk target is the optimal level of risk that an organization wants to take in pursuit of a specific
business goal.
Risk limit is a measure of risk, either expressed in terms of (gross) exposure or possible loss or in
another metric that tends to correlate with exposure or possible loss. Being a limit, this measure of
risk is articulated as an indication of risk tolerance with the intention to constrain risky activities
or
positions within an entity to an acceptable level.
Risk exposure designates a gross measure of risk, before taking account of risk mitigation and
before applying any particular knowledge about the probability of loss events that would activate
the
exposure.
Risk severity is determined by the size of the possible loss or the gravity of the impact, in the
event
thata certain risk should materialize. It does not imply any particular knowledge about how likely
or
frequent such an event might be.
Risk profile is the amount or type of risk a financial institution is exposed to. Forward Risk Profile
is
a forward looking view of how the risk profile may change both under expected and stressed
economics conditions.
Risk governance refers to the structure, rules, processes, and mechanisms by which decisions
about
risks are taken and implemented. Risk governance covers the questions about what risk
management
responsibilities lie at what levels and the ways the board influences risk-related decisions; and the
role, structure, and staffing of risk organization.
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