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Sovereign Risk and Capital Adequacy :
Historical Perspectives from the U.K.

Yuji Kitano
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Abstract:

After the eurozone sovereign debt crisis, the Basel Committee on Banking Supervision published
“Interest rate risk in the banking book” (IRRBB) in 2015. This consultative document proposes
an appropriate risk-weighting or supervising system for sovereign bonds. This means government
bonds are not risk-free assets. Incidentally, the gilts in the U.K.’s capital adequacy regime have
been regarded as risk assets. Thus, this paper examines the impact of taking a risk-measurement
approach to public debt from the perspective of the British experience.
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