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Disclosure Road Map  

The table below show the disclosures relating to topics addressed in this Pillar 3 Disclosure. 

Section Disclosures Disclosure Tables  

 
1 Background      

2 
Overview of Risk Management 
and Risk Weighted Assets (RWA) 

2.1 OVA – Bank risk management approach  

2.2 OV1 – Overview of RWA  

3 
Linkages between financial 
statements and regulatory 
exposures 

3.1 
LI1 – Differences between accounting and regulatory scopes of 
consolidation and mapping of financial statements with 
regulatory risk categories 

 

3.2 
LI2 – Main sources of differences between regulatory exposure 
amounts and carrying values in financial statements 

 

3.3 
LIA – Explanations of differences between accounting and 
regulatory exposure amounts 

 

4 Capital 4.1 

CAP - Details on the bank’s capital, including specific capital 
instruments.   

 

Table 1 – Scope   

Table 2 – Capital Structure  

Table 3- Capital adequacy  

5 Credit Risk 

5.1 CRA – General information about credit risk  

5.2 CR1 – Credit quality of assets  

5.3 CR2 – Changes in stock of defaulted loans and debt securities  

5.4 CRB – Additional disclosure related to the credit quality of assets  

6 Credit Risk Mitigation 
6.1 

CRC – Qualitative disclosure requirements related to credit risk 
mitigation (CRM) techniques 

 

6.2 CR3 – CRM techniques – overview  

7 
Credit Risk - Standardised 
Approach 

7.1 
CRD – Qualitative disclosures on banks’ use of external credit 
ratings under the standardised approach for credit risk 

 

7.2 
CR4 – Standardised approach – credit risk exposure and CRM 
effects 

 

7.3 
CR5 – Standardised approach – exposures by asset classes and risk 
weights 

 

8 Counterparty Credit Risk 

8.1 
CCRA – Qualitative disclosure related to counterparty credit risk 
(CCR) 

 

8.2 CCR1 – Analysis of counterparty credit risk exposure by approach  

8.3 
CCR3 – Standardised approach of CCR exposures by regulatory 
portfolio and risk weights 

 

8.4 CCR5 – Composition of collateral for CCR exposure  

8.5 CCR6 – Credit derivatives exposures  

9 Leverage ratio 
9.1 

LR1 – Summary comparison of accounting assets vs leverage ratio 
exposure measure 

 

9.2 LR2 – Leverage ratio common disclosure template  

10 Liquidity 10.1 LIQA – Liquidity risk management  
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10.2 LIQ1 – Liquidity Coverage Ratio (LCR)  

10.3 LIQ2 – Net Stable Funding Ratio (NSFR)  

11 Securitisation 

11.1 
SECA – Qualitative disclosure requirements related to 
securitisation exposures 

 

11.2 SEC1 – Securitisation exposures in the banking book  

11.3 SEC2 – Securitisation exposures in the trading book  

11.4 
SEC3 – Securitisation exposures in the banking book and 
associated regulatory capital requirements – bank acting as 
originator or as sponsor 

 

11.5 
SEC4 – Securitisation exposures in the banking book and 
associated capital requirements - bank acting as investor 

 

12 Market Risk 
12.1 MRA – Qualitative disclosure requirements related to market risk  

12.2 MR1 – Market risk under standardised approach  

13 Operational Risk 13.1 
OPR – Qualitative and quantitative disclosure requirements 
related to operational risk 

 

14 
Interest Rate Risk in the Banking 
Book (IRRBB) 

14.1 
IRR – Qualitative and quantitative disclosure requirements related 
to interest rate risk in the banking book 

 

15 Remuneration 15.1 
REM - Qualitative and quantitative disclosure requirements 
related to remuneration 

 

16 Asset encumbrance 16.1 ENC – Asset encumbrance  

 

Banco General (Overseas), Inc. received a Group (b) designation by the Cayman Islands Monetary Authority solely 

for the purpose of complying with the requirements of the MARKET DISCIPLINE DISCLOSURE REQUIREMENTS.    
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1. Background 
 
Banco General (Overseas), Inc. (“BGO”) is a wholly owned subsidiary of Overseas Capital Markets, Inc., a company 
incorporated in the Cayman Islands, and a wholly owned subsidiary of Banco General, S.A (“BG”).  BGO has been 
granted a category “B” unrestricted banking license by the Cayman Islands Government under the Banks and Trust 
Companies Law, to enable it to carry out banking from within the Cayman Islands.   
 
BG is wholly owned by Grupo Financiero BG, S.A. (“GFBG”) (a holding company).  GFBG is the largest publicly 
traded company in Panama’s stock exchange in terms of market capitalization (US$8.6 billion as of December 31, 
2024). 
 
The following chart illustrates the corporate structure and ownership of the group:  

 

 
 
BGO business is limited to investing funds received from Banco General, S.A. and its retail clients.  The Bank also 
participates in obligations owned by BG in countries outside of Panama, through a Master Participation 
Agreement under NY Law, signed in June 2010.   
 
BGO invests deposits primarily in mortgage-backed and asset-backed securities, corporate bonds, U.S. 
government and other U.S. agency bonds either directly or by placing funds under management with large 
international, asset management firms, primarily US based.  
 
As of December 31, 2024, BGO reported on a consolidated basis: $710.04 million in its gross loan portfolio, 
$1,121.21 million in investments securities and other financial assets, $217.95 million in total deposits, $975.29 
million in equity, and $70.71 million in net income. 
 
Consistent with its conservative capitalization strategy and liquidity policies, BGO maintained on an 
unconsolidated basis a total capital to risk weighted assets ratio of 62.50%. 
 
As of December 2024, the ratio of primary liquid assets (US$946.04 million) to total deposits and borrowings was 
97.44% which consisted of high-quality fixed-income securities with 85.25% having a rating of A- or higher and 
73.45% rated AAA. 
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2. Overview of Risk Management and Risk Weighted Assets (RWA) 

 
2.1 Table OVA: Bank risk management approach 

 
Purpose: Description of the bank’s strategy and how senior management and the board assess and 
manage risks, enabling users to gain a clear understanding of the bank’s risk tolerance/appetite in relation 
to its main activities and all significant risks. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Qualitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  
 

 
General consideration:  
 
(a) How the business model determines and interacts with the overall risk profile and how the risk profile 

interacts with the risk tolerance and appetite that has been approved by the board. 
 
BGO´s business model is limited to investing funds received from Banco General, S.A. and its retail clients.  The 
Bank invests primarily in mortgage-backed and asset-backed securities, corporate bonds, U.S. government and 
other U.S. agency bonds either directly or by placing funds under management with large international, asset 
management firms, primarily US based and participates in obligations owned by BG in countries outside of 
Panama, through a Master Participation Agreements under NY Law, signed in June 2010.   
 

The cornerstone of BGO’s overall financial strategy is its focus on a solid and strong liquidity and capital position.   

 

BGO’s capital position exceeds local regulatory requirements and international requirements contained in the 

Basel Accords. As of December 31, 2024, BGO’s unconsolidated Total Capital Adequacy Ratio was 62.50%, 

consisting entirely of Tier 1 + Tier 2 capital. Shareholders’ unconsolidated equity amounted to $971.85 million as 

of December 31, 2024.  The unconsolidated ratio of equity to total assets was 45.30% as of year-end 2024. 

 

BGO’s high levels of capitalization reflect the BOD’s commitment to maintaining a strong capital base to support 

depositors, enable BGO to grow and maintain a capital base to withstand unexpected adverse events that may 

affect the Bank’s operations.   

 

As of December 2024, the ratio of primary liquid assets (US$946.04 million) to total deposits and borrowings was 

97.44% which consisted of high-quality fixed-income securities with 85.25% having a rating of A- or higher and 

73.45% rated AAA. 

 

BGO´s Board of Directors certifies that the Bank has assessed its capital as adequate based on the size and 

complexity of its business and that it has adequate risk management governance and processes.   
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BGO´s Board of Directors considers its activities and risk management practices as Low Risk, appropriately 
supported by the following: 
 

a) BGO has identified and considers the Bank’s risk related losses over the last 3 years and whether those 
losses are likely to recur.  

b) BGO has prepared a short list of the most significant risks to which the Bank is exposed.  
c) BGO has considered how the Bank would act, and the amount of capital that would be absorbed if each 

of the risks identified were to materialize.  
d) BGO has considered how the Bank’s capital requirement might alter under the scenarios in (c) and how 

its capital requirement might alter in line with its business plan for the next 3 years; and  
e) BGO has documented the ranges of capital required in the scenarios identified above and form an 

overall view on the amount and quality of capital which the Bank should hold, ensuring that its senior 
management is involved in arriving at that view.  

 
BGO´s Management Team and BOD reviews the risk appetite and tolerance annually through the review of the 
ICAAP. 
BGO´s Board of Directors certifies that the Bank has assessed its capital as adequate based on the size and 
complexity of its business and that it has adequate risk management governance and processes.    
 
Based on current regulations and best practices the BOD has established policies, limits, and procedures to 
manage risks to which it is exposed, which defines it´s Risk Appetite.  Based on its Risk Appetite, the BOD 
established limits/indicators on the following: 
 

1. Credit Risk  
2. Concentration Risk  
3. Liquidity Risk  
4. Portfolio Investment  
5. Operational Risks Indicators 
6. Market Exposure Risk 
7. Maximum Loss Limits due to Price Movements 
8. Environmental and Social Risks 

 
(b) Risk governance structure, responsibilities, and delegation of authority.  Departments involved in the risk 

management process and how the departments interact with each other. 
 
Risk Management High-Level Organization Chart: 
 
In risk specific matters and issues, the Risk Department shall report to the Risks Committee of the Board of 

Directors.  For the administrative aspects of its duties, it shall be supervised by the General Manager.   
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BG and Subsidiaries (including BGO) maintain a Corporate Governance Structure at the group level, with the 

objective of establishing policies, principles, norms, and procedures of internal controls, as needed, to guarantee 

the proper management of the group’s risks.  In this sense, the overall Risk Management Framework, including its 

applicable objectives, policies, procedures, structures, and risk limits, applies in a consolidated manner to BG and 

all its Subsidiaries (including BGO). However, BGO may have individual objectives, policies, procedures, structures, 

and risk limits, which we shall identify within this document, as applicable. 

  

Risk Issues  

 

Administrative Issues 

President BOD 

 

Board of 

Directors 

Risk Management Committee 

Board of Directors 

Risk Management Department 
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Responsibilities for Risk Management and Control – BGO: 
 

Risk 
Identification and 

exposure analysis  
Strategy Limits and control Performance evaluation 

Credit and 

Counterparty 

Risk 

Business Departments, 

Risk Department and 

Treasury Department 

Requires approval of 

the BOD Risk 

Committee and/or 

BOD 

Limits require approval of the 

BOD Risk Committee and/or 

BOD.  Limit control is a 

responsibility of the Risk 

Department and Executive Risk 

Committees.  

BOD Risk Committee, 

Treasury Committee,  

International Corporate 

Credit Executive Risk 

Committee,  

and ALCO 

Country Risk 

Business Departments, 

Risk Department and 

Treasury Department 

Requires approval of 

the BOD Risk 

Committee and/or 

BOD 

Limits require approval of the 

BOD Risk Committee and/or 

BOD.  Limit control is a 

responsibility of the Risk 

Department and Executive Risk 

Committees. 

BOD Risk Committee, 

Treasury Committee,  

International Corporate 

Credit Executive Risk 

Committee,  

and ALCO 

Market  

Risk 

Treasury Department 

and Risk Department 

Requires approval of 

the BOD Risk 

Committee and/or 

BOD 

Limits require approval of the 

BOD Risk Committee and/or 

BOD.  Limit control is a 

responsibility of the Treasury 

Unit, Risk Department and 

Executive Risk Committees. 

BOD Risk Committee, 

Treasury Committee, and 

ALCO 

Liquidity Risk 
Treasury Department 

and Risk Department 

Requires approval of 

the BOD Risk 

Committee and/or 

BOD 

Limits require approval of the 

BOD Risk Committee and/or 

BOD.  Limit control is a 

responsibility of the Treasury 

Unit, Risk Department and 

Executive Risk Committees. 

BOD Risk Committee, 

Treasury Committee, and 

ALCO 

Operating Risk 

Operational 

Departments, Business 

Departments and Risk 

Department 

Requires approval of 

the BOD Risk 

Committee and/or 

BOD 

Limits require approval of the 

BOD Risk Committee and/or 

BOD.  Limit control is a 

responsibility of the Risk 

Department and Executive Risk 

Committee. 

BOD Risk Committee and 

Operational Executive 

Risk Committee  

 

Legal and 

Compliance Risk 

Legal and Compliance 

Departments 

Requires approval of 

the BOD Risk 

Committee and/or 

BOD Compliance 

Committee and/or 

BOD 

Limits require approval of the 

BOD Risk Committee and/or 

BOD.  Limit control is a 

responsibility of the Risk 

Department and Executive Risk 

Committees. 

BOD Risk Committee 

and/or BOD Compliance 

Committee 
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Duties and Responsibilities - Board of Directors: 

 
1. Define and approve the Bank´s Risk Appetite, through the approval of objectives, policies, procedures, 

structures, and risk limits. 
2. Constitute the BOD Risk Committee  
3. Approve the BOD Risk Committee By-laws. 
4. Appoint the members forming the BOD Risk Committee. 
5. Approve the necessary resources for the proper development of a Comprehensive Risk Management 

Structure to maintain the infrastructure, methodology and necessary personnel. 
6. Evaluate and approve its business plans with due consideration of the associated risks. 
7. Ensure the Bank maintains a level of capital adequacy congruent with its risk profile. 
8. Together with the Banks’s general management, attribute to the Vice Presidency of Risk, and any other 

the latter may appoint, the sufficient authority, hierarchy, and independence with respect to the other 
employees of the Bank. 
 

Duties and Responsibilities - Board of Directors Risk Committee: 
 
The BOD Risk Committee is empowered to: 
1. Supervise the Risk Departments for the substantial issues of its duties in connection with the 

Comprehensive Risk Management and evaluate its performance. 
2. Supervise compliance of the objectives, policies, procedures, structures, and limits of risk of the 

Comprehensive Risk Management documented in the Comprehensive Risk Management Manual and its 
Annexes. 

3. Attribute to the Risk Department sufficient authority, hierarchy, and independence regarding the other 
employees of the Bank. 
 

It corresponds to the BOD Risk Committee the execution of the following duties: 
1. To follow up the exposures to risks and compare said exposures with the policies and limits approved by 

the BOD. 
2. Among other aspects deemed pertinent, the BOD Risks Committee shall refer to the impact of said risks 

on the Bank’s stability and solvency. 
3. To evaluate the performance of the Risk Department, which shall be duly documented. 
4. To report to the BOD the results of its reviews on the exposures to the Bank’s risk. 
5. To guarantee compliance with the objectives, policies, procedures, structures, and limits of risk of the 

Comprehensive Risk Management, as well as to define the scenarios and the temporary horizon in which 
excess to the limits or exceptions to policies may be accepted, which shall be approved by the BOD, or the 
entities empowered by the BOD for these purposes, as well as the possible courses of action or 
mechanisms by means of which the situation may be regulated. 

6. To develop and propose objectives, policies, procedures, structures, and limits of risk for the 

Environmental 

and Social Risks 

/ Climate Risks 

Business Departments, 

Risk Department, 

Operational 

Departments and 

Marketing and CSR 

Department 

Requires approval of 

the BOD Risk 

Committee and/or 

BOD 

Policies, Exclusion Lists and 

Credit procedures require the 

approval of the BOD Risk 

Committee and/or BOD.  

Controls are the responsibility of 

the Risk Department and 

Executive Risk Committees. 

BOD Risk Committee, the 

Executive Risk 

Committee, the Social 

Responsibility, and 

Business Ethics 

Committee 
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administration of risks which shall be submitted to the approval of the BOD or the entities same may 
empower by the BOD. 

7. The duties and requirements the BOD may establish. 
 

There is also an Audit Committee of the Board of Directors that oversees the establishment and implementation 
of appropriate internal controls, including the preparation of the Bank’s financial information and financial 
statements and a Compensation Committee of the Board of Directors that oversees the establishment and 
implementation of appropriate compensation policies at all levels of the Bank.  
 
Duties and Responsibilities - Risks Department: 
 
The Risk Department oversees the identification and management of the risks the Bank, establishing Specialized 
Risk Departments for specific risks, in accordance with the nature and complexity of the operations and the 
structure of the Bank. 
 
The Risk Department is responsible with informing and presenting to the BOD Risks Committee, on the efficiency 
of the mechanism in connection with the management of risks, the degree of exposure, compliance with risk limits 
in accordance with the policies and procedures approved by the BOD or by the BOD Committee. 
 
The execution of the following duties belongs to the Risk Department: 
 
1. To identify, evaluate, measure, control, mitigate, monitor, and inform all the risks which are relevant to 

the entity.  With such purpose it may: 
2. Develop methodologies, models, and systems of measurement of risks congruent with the degree of 

complexity and volume of its operations, showing in a precise manner the value of the positions and its 
sensitiveness to the various risk factors. 

3. Ensure that the responsible areas supply the necessary information which shall be used in the 
methodologies, models, and systems of measurement of risks and that is found available in a timely 
manner. 

4. Evaluate permanently the methodologies, models, and risks measurement systems, which results shall be 
submitted to the BOD Risk Committee. 

5. In accordance with the complexity and volume of its operations, to execute periodical back testing 
program, in which estimations of exposition be compared by type of risk of the internal models against 
the results really observed for the same measurement period and to carry out the necessary corrections 
modifying the model when deviations are presented, remaining documented. 

6. Ensure that all deficiency detected regarding the quality, opportunity and integrity of the information 
employed by the Risk Department is reported to the areas responsible of its elaboration and control. 

7. To carry out exposure estimations by type of risk. 
8. To verify the observance of the risk limits, as well as the levels of tolerance acceptable by each type of 

risks. 
9. Any other duty the BOD or the BOD Risks Committee or the General Manager may require. 
 
Chief Risk Officer: 
 
The Bank has designated a Vice-president of Corporate Risk or “CRO” who reports to the Board of Directors Risk 
Committee.  The CRO is independent of the business and operational lines.  The Bank considers the CRO a “Senior 
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Officer” and is in the process of submitting the related documents for CIMA´s approval in accordance with Section 
16 of the Banks and Trust Companies Law. 
 
The execution of the following duties belongs to the CRO: 
 
Lead and managed the Risks Department and ensures the Risks Department executes the following duties:  
1. Identify, evaluate, measure, control, mitigate, monitor, and inform all the risks which are relevant to the 

entity.  With such purpose it may: 
2. Develop methodologies, models, and systems of measurement of risks congruent with the degree of 

complexity and volume of its operations, showing in a precise manner the value of the positions and its 
sensitiveness to the various risk factors. 

3. Ensure that the responsible areas supply the necessary information which shall be used in the 
methodologies, models, and systems of measurement of risks and that is found available in a timely 
manner. 

4. Evaluate permanently the methodologies, models, and risks measurement systems, which results shall be 
submitted to the BOD Risk Committee. 

5. In accordance with the complexity and volume of its operations, to execute periodical back testing 
program, in which estimations of exposition be compared by type of risk of the internal models against 
the results really observed for the same measurement period and to carry out the necessary corrections 
modifying the model when deviations are presented, remaining documented. 

6. Ensure that all deficiency detected regarding the quality, opportunity and integrity of the information 
employed by the Risk Department is reported to the areas responsible of its elaboration and control. 

7. To carry out exposure estimations by type of risk. 
8. To verify the observance of the risk limits, as well as the levels of tolerance acceptable by each type of 

risks. 
9. Any other duty the BOD or the BOD Risks Committee or the General Manager may require. 

 
(c) Channels of communication, to describe and enforce the risk culture within the bank.  
 
BG and Subsidiaries (including BGO) maintain a formal, comprehensive, proactive, participative and independent 

process of risk management, which allows the Bank to (i) identify, evaluate, measure, control, mitigate, monitor 

and report on all the applicable and pertinent risks, (ii) evaluate the sufficiency of capital in relation to its risk 

profile, and (iii) strengthen institutional culture by raising awareness of the relevance of managing risks, including 

at the personnel, management, and BOD level.  

In line with regulatory provisions and Corporate Governance best practices, the BOD establishes and approves the 

objectives, policies, procedures, structures, and risk limits which govern its comprehensive risk-management 

process, as well as the necessary conditions and structures that foster a risk management culture that flows to all 

the levels of the organization, starting with the surveillance of the BOD, the Risk Committee of the BOD, and all 

executive risk management committees. 

The BOD is supported by several Committees (including the Risk Committee of the BOD), which monitor, define, 

approve or certify the objectives, policies, procedures, structures, and limits within the faculties granted to them.  

These committees in turn support the various Executive Committees of the organization, which monitor, analyze, 

approve, or certify within the attributes granted to them by the BOD or the Risk Committee of the BOD. 
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The Executive Risk Committees are responsible for overseeing the administration of the integral risk management 

of the Bank, monitoring the compliance of objectives, policies, procedures, structures, and limits of risk in all the 

units of the organization. 

Based on current regulations and best practices the BOD has established policies, limits, and procedures to 
manage risks to which it is exposed, which defines it´s Risk Appetite.  Risk thresholds (limits) are approved by the 
BOD and any breaches of these thresholds should be reported to the BOD. 

 
(d) Description of the process of risk information reporting provided to the board and senior management. 
 
See section “Responsibilities for Risk Management and Control – BGO”. 

 
(e) The scope and main features of risk measurement systems. 
 
The Bank utilizes the Modelo de Información Gerencial or “MIG” as its MIS system.  MIG is a database of financial 
information organized and programmed in a way that produces regular reports used to manage risks and its capital 
needs and helps monitor the risks limits approved by the BOD.  MIG also provides a single view of the data at the 
corporate level and provides indicators to measure compliance and efficiency of business goals.  In addition to 
MIG, for the management of interest rate risk, market risk and liquidity risk, the Bank uses FIS BancWare ALM 6 
2021.2.0, Bloomberg – AIMS (Bloomberg asset and investment manager), PAM (Portfolio accounting and 
management), and Aladdin PRT tool from BlackRock Inc.  Also, the Bank’s expected credit loss models for the loan 
portfolio were developed through the support and guidance of two external consultants (Management Solutions 
and Moody's), and the model are programmed within the MIG system.  
 
The reports generated are used by the BOD, BOD Risk Committee and Executive Risk Committee to monitor 
periodically the exposures to risks and compare said exposures with the policies and limits approved by the BOD.   

 
(f) The strategies and processes to manage, hedge and mitigate risks that arise from the business model and 

the processes for monitoring the continuing effectiveness of hedges and mitigants. 
 
ALCO will approve the use of derivatives as part of its strategies in managing the Bank's assets and liabilities. The 
Treasury will be responsible for implementing the strategies agreed in the ALCO and therefore must execute the 
corresponding derivative transactions within the approved limits and policies, as well as giving them the required 
follow-up to all current operations. The bank will not make use of derivative instruments for any speculative 
purpose (to trade in the short term – "trading"). The bank will use derivatives for the following purposes:  
 

1) The management of the risks of the bank's assets and liabilities. 
2) Execute derivatives for clients who request them as part of the management of their own risks as 

stipulated in the Bank's Business Banking Credit Policies and Procedures Manual. These derivatives must 
be covered (there will be no exposure).  

3) Execute FX Forwards of clients as stipulated in the Manual of Credit Policies and Procedures for Business 
Banking of the bank. These derivatives must be covered (there will be no exposure).  

4) Take a credit risk position using CDS according to the limits of the Investment Manual of Banco General, 
S.A. and Subsidiaries and backing said position with foreign deposits with maturity of up to 30 days, bills, 
notes or U.S. Treasury bonds. This would be done to improve the profitability or liquidity of the bank by 
being able to invest in the credit of an issuer, through a synthetic bond, using the credit limits established 
by the bank efficiently and investing the funds in very liquid assets.  
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5) As part of the management of managed portfolios. Managed portfolios will be allowed to use derivatives 
if they meet the limits set for each portfolio (duration, credit and currency).  

 
The Treasury must maintain a daily report of all current positions and unrealized gains and losses. Current 
positions will be valued and accounted for daily according to the nature of each transaction and the relevant NIIFs.  
 
The valuation and accounting of all derivative transactions will be governed by the provisions of the Investment 
Manual of Banco General, S.A. and Subsidiaries. 
 
The policy of approval of new types of derivatives will be detailed in the Investment Manual of Banco General and 
Subsidiaries. 
 
BGO may only use as a counterparty in these operations Financial Institutions with a minimum long-term risk 
rating of A from S&P or A2 from Moody's or A from Fitch and its subsidiaries. In the case of a counterparty that 
does not meet the above condition, an approval of the Board of Directors will be needed to be able to carry out 
this type of transaction.  
 
(g) Qualitative information related to stress testing methodologies and the scenarios and assumptions used. 
 
BGO implemented the following stress testing methodologies, scenarios, assumptions: 
 
Market Risk: 
  
The Bank conducts stress scenarios to stress rates and credit spreads, choosing the result of the stress test with 
the most negative impact to the bank to assess capital requirements for market risk. 
 

1. Interest rates stress scenarios: The Bank runs quarterly simulations on the investment portfolio by 
applying interest rate shocks of 100 and 200 bps increments or reductions to calculate the impact on its 
value and potentially on the capital of the Bank. 

 

2. Credit Risk (spreads) stress scenario: The Bank has the capability to stress the fair value impact on capital 
of the investment portfolio in a wide variety of historical or hypothetical credit (spread) events. BGO 
estimates the expect loss in the fair value, and hence capital, of the investment portfolio based on the 
2008 financial crisis given that it´s the credit event of modern history which caused the largest widening 
in credit spreads. This is done using the Aladdin PRT tool, which studies the absolute change in credit risk 
levels, global rates and different risk factors during the period from September 12, 2008 to November 3, 
2008. The tool shocks all risk factors available based on the changes observed for each risk factor during 
the Sept – Nov 2008 time frame to estimate the loss on the current portfolio. 
 

3. Covid-19 scenario analysis: The Bank estimates the expect loss in the fair value, and hence capital, of the 
investment portfolio based on the days with the largest widening in credit spreads and fall of the global 
stock market because of the pandemic. This is done using the Aladdin PRT tool, which studies the absolute 
change in credit risk levels, global rates, and different risk factors during the period from February 28, 
2020 to March 20, 2020. The tool shocks all risk factors available based on the changes observed for each 
risk factor during the Feb – Mar 2020 time frame to estimate the loss on the current portfolio.  

 

Credit Risk: 
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The Bank conducts stress scenarios to stress the credit risk of the loan portfolio, choosing the result of the stress 
test with the most negative impact to the bank to assess capital requirements for credit risk (loans). 
 

1. Concentration risk stress test scenario, including largest clients, LGD and country risk factors: The Bank 
also developed and performed a sensitivity analysis and stress scenario focused on concentration risk 
factors.   The premises of the scenario consist of the following assumptions:  (1) Default of BGO’s three 
largest group exposures (migrate from “stage 1” to “stage 3”), (2) 50% deterioration in the recovery levels 
(LGD) included in the Bank’s IFRS 9 model (for all loans, except fully cash secured facilities), (3) 25% 
deterioration in the country risk adjustment factor for all countries with a sovereign rating below 
investment grade (affects all loans assigned to a country below investment grade).  The stress scenario 
included the assumption that BGO’s top three exposures all fell into default. 

 
Interest Rate Risk: 
 
The Bank runs quarterly simulations by applying interest rate shocks of 100 and 200 bps increments or reductions 
to evaluate their impact on the economic value of the Bank´s balance sheet. 
 
The Bank also performs an evaluation of the impact of interest rate risk in the banking book (including the 
investment portfolio) using the guidelines provided by CIMA on “The Supervisory Review Process (Pillar 2) Rules 
and Guidelines-Annex III”. The idea of this evaluation is to assess the impact of a 200pbs increase in rates (parallel 
shift) on the Bank’s balance sheet using a repricing gap report and weighting each time band gap by the given 
weights provided by CIMA.  
 
Liquidity Gap and Stress Tests: 
 
The Bank reviews monthly its liquidity gap. The liquidity gap uses the projected cash flows of assets and liabilities 
and the following assumptions regarding the maturity of such cash flows: 

Assets: 
a. Loan portfolio:  contractual amortizations are used, and no prepayments are assumed. 
b. Cash and demand deposits:  next working day.  
c. Time deposits: contractual maturity.  
d. Investments:  based on when a security can be sold using its credit rating as a guideline.  

Liabilities: 
e. Demand deposits: next working day.   
f. Savings accounts:  a quarter of the total balance matures in 30 days, 60 days, 90 days, and 

180 days, respectively. 
g. Time Deposits and financing:  contractual maturity.  

 
The Bank also runs a monthly stress test.  This test uses the above-mentioned liquidity gap stressing the recovery 
of assets and the withdrawal of liabilities when due. The exercise is used to determine the ability of the bank to 
comply with liquidity ratios and to continue operations in the scenario that: 
 

(i) Only 40.41% of the cashflows of the loan portfolio are collected when due. 
(ii) 100% of investments are recovered when sold, except for local bonds (that are not primary liquid 

assets) and foreign stocks for which we will recover 60% and 80%, respectively.   
(iii) 45% of time deposits, 50% of commercial checking accounts and 35% of saving accounts are 

withdrawn, with no new deposits being received.  
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(iv) Interbank time deposits are 100% withdrawn.  
(v) Other liabilities are not renewed. 

 
The result of this stress test focused on assessing the impact on the cash flow position in 1 year of Banco General 
(Overseas), Inc., together with Banco General, S.A., is presented to the ALCO on a quarterly basis.   
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2.2 Template OV1: Overview of RWA  
 
Purpose: Provide an overview of total RWA forming the denominator of the risk-based capital
 requirements. Further breakdowns of RWAs are presented in subsequent parts. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Risk-weighted assets and capital requirements under Pillar 1. 
 
Frequency: Group (a) banks: Quarterly. Group (b) banks: Annually. 
 
Format: Fixed.  

 
 

 
(US$) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
There´s no material differences in reporting periods T (current Pillar 3 reporting period) and T-1 (previous Pillar 3 
reporting period). 
  

a b c

Minimum capita l  

requirements

T T-1 T

1 Credit ri sk (excluding counterparty credit ri sk) (CCR) 1,438,557,671 1,409,853,484 215,783,651
2 Securi tisation exposures

3 Counterparty credit ri sk 771,206 768,080 115,681
4 Of which: current exposure method 771,206 768,080 115,681
5 Of which: s tandardized method

6 Market ri sk

7 Of which: Equity ri sk

8 Operational  ri sk 120,483,315 127,878,456 18,072,497
9 Of which: Bas ic Indicator Approach 120,483,315 127,878,456 18,072,497

10 Of which: Standardised Approach

11 Of which: Al ternative Standardised

12 Total  (1+2+3+6+8) 1,559,812,192 1,538,500,020 233,971,829

RWA
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3. LINKAGES BETWEEN FINANCIAL STATEMENTS AND REGULATORY EXPOSURES  
 
3.1 Template LI1: Differences between accounting and regulatory scopes of consolidation and mapping of 

financial statement categories with regulatory risk categories. 
 
Purpose: Columns (a) and (b) enable users to identify the differences between the scope of accounting 
consolidation and the scope of regulatory consolidation; and columns (c)–(g) break down how the 
amounts reported in a banks’ financial statements (rows) correspond to regulatory risk categories. (Note: 
the sum of amounts in columns (c)–(g) may not equal the amounts in column (b) as some items may be 
subject to regulatory capital charges in more than one risk category.) 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Carrying values (Corresponding to the values reported in financial statements). 
Frequency: Annually. 
 
Format: Flexible.  
 

 
(US$) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

a b c d e f g

Subject to 

credit  risk 

framework

Subject to 

counterparty 

credit risk 

framework

Subject to the 

securitisation 

framework

Subject to the 

market risk 

framework

Not subject to 

capital 

requirements 

or subject to 

deduction from 

capital

Assets

Due from Banks 217,950,741 216,091,644 181,766,230 34,325,414

Investments and other financial assets, net 1,121,214,156 1,121,003,237 846,560,022 274,443,215

Loans 710,946,523 653,375,871 648,038,184 5,337,687

Derivative instruments assets 20,639,865 20,639,865 352,354 20,287,511

Other assets 78,133,272 137,324,358 137,324,358 0

Total assets 2,148,884,557 2,148,434,975 1,813,688,794 352,354 334,393,827

Liabilities

Due to depositors 930,553,470 923,922,667 923,922,667

Derivative financial instruments 14,832,308

Other financial liabilities at fair value 31,414,414

Other liabilities 196,787,976 252,653,121 252,653,121

Total liabilities 1,173,588,168 1,176,575,788 1,176,575,788

Carrying 

values as 

reported in 

published 

financial 

statements

Carrying values 

under scope of 

regulatory 

consolidation

Carrying values of items:
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3.2 Template LI2: Main sources of differences between regulatory exposure amounts and 

carrying values in financial statements  
 
Purpose: Provide information on the main sources of differences (other than due to different scopes of 
consolidation which are shown in LI1) between the financial statements’ carrying value amounts and the 
exposure amounts used for regulatory purposes. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Carrying values that correspond to values reported in financial statements but according to the 
scope of regulatory consolidation (rows 1–3) and amounts considered for regulatory exposure purposes 
(row 9). 
 
Frequency: Annually. 
 
Format: Flexible.  

 
 
 
(US$) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

a b c d e

Credit risk 

framework

Securitisation 

framework

Counterparty credit 

risk framework

Market risk 

framework

Asset carrying value amount under scope of regulatory 

consolidation (as per template LI1)
2,148,434,975 1,813,688,794 0 352,354 0

Liabilities carrying value amount under regulatory scope 

of consolidation (as per template LI1)

Total net amount under regulatory scope of consolidation 2,148,434,975 1,813,688,794 0 352,354 0

Off-balance sheet amounts 2,116,230 2,116,230

Differences in valuations

Differences due to different netting rules, other than 

those already included in row 2

Differences due to consideration of provisions

Differences due to prudential filters

Exposure amounts considered for regulatory purposes

Total

Items subject to:
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3.3 Table LIA: Explanations of differences between accounting and regulatory exposure amounts 

 
Purpose: Provide qualitative explanations on the differences observed between the accounting carrying 
value (as defined in LI1) and amounts considered for regulatory purposes (as defined in LI2) under each 
framework. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Qualitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  

 
 

General Considerations: 
 

(a) Explain the origins of any significant differences between the amounts in columns (a) 
and (b) in LI1. 
 

There´s no material differences between accounting amounts, as reported in financial statements and regulatory 
exposure amounts, as displayed in Tables LI1 and LI2. 

 
(b) Explain the origins of differences between carrying values and amounts considered for 

regulatory purposes shown in LI2. 
 

There´s no material differences between carrying values and amounts considered for regulatory purposes shown 
in LI2. 

 
(c) Describe systems and controls to ensure that the valuation estimates are prudent and 

reliable. Disclosure must include: 

• Valuation methodologies, including an explanation of how far mark-to-market and mark-to-model 
methodologies are used. 

• Description of the independent price verification process. 

• Procedures for valuation adjustments or reserves (including a description of the process and the 
methodology for valuing trading positions by type of instrument). 
 

The Bank uses traditional valuation procedures and methodologies, which are detailed in the “Guide for the 

Valorization of Banco General, S.A. and Subsidiaries’ Investment Portfolios” under Annex VIII of Banco General, 

S.A. and Subsidiaries’ Investments Manual, which is approved by the Board of Directors. 

For the valuation of foreign investments and derivatives, the Bank obtains prices from recognized providers, such 

as custodians, investment managers, electronic media, broker dealers, other banks, and the stock market, daily 

and displays these valuations on its daily accounts. These prices are analyzed and monitored by the Treasury and 

Finance and Risk Departments. In the case of local fixed income financial instruments that are not quoted in an 

active market, the bank utilizes a fixed income analytics tool to value them.  
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The valuation of all investments and derivatives portfolios is carried out according to the responsibilities and 

procedures specified in Banco General, S.A. and Subsidiaries’ Investments Manual as stated below: 

i. The Department of Treasury Operations validates that all the prices that are automatically loaded into the 
Bank’s accounting system from the main price sources—defined in the Investments Manual—are in 
accordance with the price providers’ reports. This department also inputs the prices that are calculated 
internally by the Bank into the accounting system. 

ii. The Treasury Administration, Risk and Control Unit reviews the daily investments and derivatives portfolio 
valuation reports and validates that all prices are reasonable, using the market and other price sources as 
a guide. If there are significant inconsistencies with any of the prices, the Unit conducts the pertinent 
investigations. Additionally, it values instruments that are not in an active market, following the valuation 
models established for each type of financial instrument in the Investments Manual, and sends these 
valuations to the Treasury Operations area for their due input into PAM. 

iii. The Vice-president of Treasury and the Executive Vice-president of Finance review all valuations of the 
investments and derivatives portfolio. 

iv. The Risk Department independently reviews all valuations and certifies their compliance with the 
methodologies established in Banco General, S.A. and Subsidiaries’ Investments Manual to the Asset 
Liability Committee monthly. 

 
BGO does not do have a trading book.  
 
The main valuation techniques, assumptions and inputs used to measure the fair value of financial instruments 
are as follows: 
 

Instruments Valuation techniques Inputs used Level 

 
Fixed Income 

 
Quoted market prices  
 
Quoted observable market prices for 

similar instruments 
 
Bid and ask prices from market 

participants 
 
 
Discounted cash flows 

 
Quoted prices in active markets 
 
Observable quoted prices 
 
 
Buying/Selling prices from a 
broker 
 
 
Credit spreads  
Benchmark interest rate 
Liquidity risk premiums 

 
1-2 

   
 

 
Agencies MBS / CMOs  

 
Discounted cash flows 

 
Features of collateral 
TBA’s price 
Treasury yield 
Yield curves 
Prepayment speeds 
Market analysis 

 
2 

 
Private MBS / CMOs and ABS  

 
Discounted cash flows 

 
Features of collateral 
Treasury yield 
Yield curves 
Expected cash flows and losses 

 
2 
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Market assumptions related to 
discount rates, prepayments, 
losses and recoveries  

 
Corporate Shares 

 
Quoted market prices  
 
Dividend discount model 
Discount free cash flows model (DFC), 

which are compared to the stock prices 
 
 
Carrying amount model 

 
Quoted prices in active markets 
 
Benchmark interest rate 
Equity risk premium 
Growth rate of assets, liabilities, 
equity, profits and dividends 
 
Equity 
Issued and outstanding shares 

 
3 

 
Investment Vehicles 

 
Net asset value 

 
Net asset value 

 
3 
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4.  CAPITAL 
 
4.1 Table CAP: Details on the bank’s capital, including specific capital instruments 

 
Purpose: Provide details on the bank’s capital, including specific capital instruments. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Quantitative and qualitative information. 
 
Frequency: Group (a) banks: Semi-annually Group (b) banks: Annually. 
 
Format: Flexible.  

 
 
Qualitative disclosures: 

 
(a) Name of the top corporate entity in the group to which these rules and guidelines apply.  
 
The Market Discipline Disclosure Requirements rules and guidelines apply to Banco General (Overseas), Inc. 
(“BGO”).  BGO is a wholly owned subsidiary of Overseas Capital Markets, Inc., a company incorporated in the 
Cayman Islands, and a wholly owned subsidiary of Banco General, S.A (“BG”).  BGO has been granted a category 
“B” unrestricted banking license by the Cayman Islands Government under the Banks and Trust Companies Law, 
to enable it to carry out banking from within the Cayman Islands.   
 
(b) Outline of differences in the basis of consolidation for accounting and regulatory purposes, with a brief 

description of the entities within the group (a) that are fully consolidated;  (b)  that  are  pro-rate  
consolidated;  (c)  that  are  given  a  deduction treatment; and (d) from which surplus capital is recognized; 
plus (e) that are neither consolidated nor deducted (e.g. where the investment is risk –weighted). 

 
There is no difference in the basis of consolidation for accounting and regulatory purposes. 
 
(c) Restrictions, or other major impediments, on transfer of funds or regulatory capital within the group. 
 
BGO does not have any major restrictions, or other major impediments, on transfer of funds or regulatory capital 
with BGO´s parent company.   
 
Quantitative Disclosures: 
 
(d) The aggregate  amount  of  surplus  capital  of  insurance  subsidiaries  (whether deducted  or  subjected  to  

an  alternative  method)  included  in  the  capital  of  the consolidated group. 
 
BGO has no insurance subsidiaries.  
 
(e) The aggregate amount of capital deficiencies in all subsidiaries not included in the consolidation i.e. that 

are deducted and the name(s) of such subsidiaries. 
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N/A 
 
(f) The aggregate amounts (e.g. current book  value) of  the firm’s total interests in insurance entities. 
 
BGO has no insurance subsidiaries.  
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Table 2 - Capital Structure 
 
Qualitative disclosures: 

 
(a) Summary information on the terms and conditions of the main features of all capital instruments, especially 

in the case of innovative, complex or hybrid capital instruments. 
 
The cornerstone of BGO’s overall financial strategy is its focus on a solid and strong liquidity and capital position.   

 

BGO’s capital position exceeds local regulatory requirements and international requirements contained in the 

Basel Accords. As of December 31, 2024, BGO’s unconsolidated Total Capital Adequacy Ratio was 62.50%, 

consisting entirely of Tier 1 + Tier 2 capital. Shareholders’ unconsolidated equity amounted to $971.85 million as 

of December 31, 2024.  The unconsolidated ratio of equity to total assets was 45.30% as of year-end 2024. 

 

BGO’s high levels of capitalization reflect the BOD’s commitment to maintaining a strong capital base to support 

depositors, enable BGO to grow and maintain a capital base to withstand unexpected adverse events that may 

affect the Bank’s operations.   

 

As of December 2024, the ratio of primary liquid assets (US$946.04 million) to total deposits and borrowings was 

97.44% which consisted of high-quality fixed-income securities with 85.25% having a rating of A- or higher and 

73.45% rated AAA. 

 

BGO´s Board of Directors certifies that the Bank has assessed its capital as adequate based on the size and 

complexity of its business and that it has adequate risk management governance and processes.   

Quantitative disclosures: 
 
(US$) 
Pilar I Basel Accords 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Note: Figures for Pillar I represent BGO´s figures on an unconsolidated basis, in line with CIMA reporting guidelines.    

Tier 1 Capital

Paid up capita l 119,158,140

Share premium 15,841,860

Retained earnings 725,708,288

Current year´s  earnings 69,057,846

Genera l  reserves -22,906,947

Paid-up perpetual  non-cumulative preference shares 65,000,000

Total Tier 1 Capital 971,859,187

Tier 2 Capital

Genera l  Provis ions 3,070,672

Total Tier 2 Capital 3,070,672

Total Net Tier 1 and Net Tier 2 Capital 974,929,859

Total Eligible Capital 974,929,859
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Table 3 - Capital adequacy 
 
Qualitative disclosures: 
 
(a) A summary discussion of the bank’s approach to assessing the adequacy of its capital to support current 

and future activities. 
 

To maintain a solid financial profile, the bank has established a conservative capital position, which it defines as 
maintaining internal and regulatory capital ratios with a healthy cushion to cover potential future requirements 
and unanticipated losses. The main ratios the Bank monitors are its: tier 1 capital to risk weighted assets, total 
equity to total assets ratio, and surplus capital under a stress scenario. 
 
The capital planning process relies on several key factors to determine capital sufficiency and potential needs, 
including, (i) the consolidated medium-term strategic plan and its growth initiatives and potential inorganic 
expansion, (ii) the in-depth annual business plan and its operating and investment budgets, (iii) the capital 
structure and dividend policy and (iv) the risk limits and potential capital requirements under stress scenarios. 
 
Based on the current capitalization levels, current year budget, and stress scenarios described in this report, the 
Bank maintains a substantial capital surplus which it plans to hold for the long term. 
 
Considering BGO’s balance sheet and operating performance forecasts detailed below, the Bank considers that in 
the next years it will not have any need for additional capital, and it will continue to maintain a significant capital 
surplus position. 
 
The main assumptions for the financial projections and anticipated capital position are the following: 
 

1) Loan and Investment portfolio growth is expected in the range of 2% to 4% per year. 
 

2) The asset mix (loans and investments) is anticipated to remain stable in the future with no new significant 
business initiatives to be implemented at the Bank. 
 

3) The risk profile and risk limits will not be subject to any material changes. 
 

4) The positive net income forecasted should cover any unanticipated losses and provide additional capital 
to support growth and maintain or increase the capital surplus position. 
 

5) The Bank does not anticipate dividends to exceed net income, thus maintaining a very strong capital 
position. 

 
Moreover, the Bank is of the opinion that even under adverse economic conditions, its operations will remain 
profitable and therefore its capital position will remain robust. 
 
Finally, based on the moderate growth forecasts and high levels of capitalization the Bank will continue to comply 
with all regulatory capital requirements. 
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(US$) 
 

 
 
Regarding the allocation of BGO´s capital requirements to each of the material risks identified for the four-year 
financial projection, the BOD expects capital requirements in similar proportion to the base and stress scenario 
based on (i) the asset mix (loans and investments) is anticipated to remain stable in the future, and (ii) the risk 
profile of these assets should not be subject to any material changes. 

 
  

Dec-23 Dec-24 Dec-25 E Dec-26 E Dec-27 E Dec-28 E D  24-25 D  25-28

ASSETS

Deposits 237,690,156    217,364,244    199,132,740    212,143,257    226,977,002    243,763,250    -8.4% 7.0%

Loans, net 574,676,925    706,324,942    728,315,843    755,753,715    784,220,506    813,754,803    3.1% 3.8%

Investments, net 1,237,515,060 1,121,214,156 1,144,451,644 1,187,345,001 1,231,846,859 1,278,017,537 2.1% 3.7%

Other assets 145,948,525    103,981,215    99,396,369      99,889,350      100,400,817    100,931,465    -4.4% 0.5%

    Total assets 2,195,830,666 2,148,884,557 2,171,296,596 2,255,131,322 2,343,445,184 2,436,467,056 1.0% 3.9%

LIABILITIES AND EQUITY

Deposits 1,103,576,058 923,922,667    923,922,667    928,148,667    932,395,797    936,664,163    0.0% 0.5%

Other liabilities 198,119,073    249,665,501    202,640,449    202,640,449    202,640,449    202,640,449    -18.8% 0.0%

Equity 894,135,535    975,296,389    1,044,733,479 1,124,342,206 1,208,408,938 1,297,162,443 7.1% 7.5%

    Total liabilities and equity 2,195,830,666 2,148,884,557 2,171,296,596 2,255,131,322 2,343,445,184 2,436,467,056 1.0% 3.9%

NIM after provisions 60,488,785      69,530,702      76,896,836      80,866,609      85,371,785      90,107,498      10.6% 5.4%

Other income 271,102           746,484           294,155           305,185           316,630           328,503           -60.6% 3.8%

Gain (Loss) on f inancial instruments (18,457,366)     1,648,137        -                       -                       -                       -                       0.0% 0.0%

General and admin. expenses 240,534           560,823           560,100           581,104           602,895           625,503           -0.1% 3.8%

Income tax 612,295           653,405           940,669           981,964           1,018,788        1,056,992        44.0% 4.0%

    Net Income 41,449,692      70,711,096      75,690,222      79,608,727      84,066,732      88,753,505      7.0% 5.5%

Equity / Assets 40.72% 45.39% 48.12% 49.86% 51.57% 53.24%

Capital Adequacy Ratio 58.05% 62.50% 66.37% 68.76% 71.10% 73.40%

Pillar II Capital Requeriments - Riesgo

Credit Risk - Investments 121,302           87,220             84,952             88,136             91,440             94,867             

Credit Risk - Loans 81,859             101,269           113,417           117,690           122,123           126,722           

Credit Risk - Deposits 12,928             12,928             12,928             12,987             13,046             13,106             

Credit Risk - Other Assets -                       21,274             20,339             20,440             20,545             20,654             

Operational Risk 19,182             18,072             16,772             17,170             17,437             17,443             

Market Risk 23,123             16,372             15,947             16,544             17,164             17,808             

Capital Req 258,393           257,135           264,355           272,967           281,755           290,599           

Capital Req as a % of Total Capital 28.96% 26.46% 25.30% 24.28% 23.32% 22.40%
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Quantitative disclosures: 
 
(US$) 

 
 
Note: Figures for Pillar I represent BGO´s figures on an unconsolidated basis, in line with CIMA reporting guidelines.   
 

 

 

A. CREDIT RISK  Capital Requirements  RWA 

A. Cash Items 0 0

B. Claims on Sovereigns 70,460 469,733

8,426,394 56,175,961

D. Claims on Multilateral Development Banks (MDBs) 0 0

E. Claims on Banks and Security Firms 25,084,978 167,233,183

F. Claims on Corporates and Security Firms 149,132,466 994,216,443

G. Claims on Short Term Issue Specific 0 0

H. Claims on Retail Portfolio 3,223,974 21,493,161

I. Claims secured by Residential Property 0 0

J. Claims secured by Commercial Real Estate 7,934,442 52,896,278

21,767,970 145,119,797

L. Past Due Exposures 0 0

TOTAL BALANCE SHEET ITEMS 215,640,683 1,437,604,556

Off-Balance Sheet Items 142,967 953,115

Counterparty Credit Risk 115,681 771,206

Unsettled Transactions 0

Securitizations 0

TOTAL CREDIT RISK 215,899,332 1,439,328,877

B. OPERATIONAL RISK 0

Basic Indicator Approach 18,072,497 120,483,315

Standardized Approach 0

Alternative Standardized Approach 0

TOTAL OPERATIONAL RISK 18,072,497 120,483,315

C. MARKET RISK

FX & Gold 0 0

Commodities 0 0

Interest Rate Risk Maturity Method 0 0

Interest Rate Risk Duration Method 0 0

Equities 0 0

Correlation Trading Portfolio 0 0

TOTAL MARKET RISK 0 0

TOTAL 233,971,829 1,559,812,192

Total Minimum Capital Requirements - Pillar 1 233,971,829

Total Eligible Capital 974,929,859

Surplus/(Deficit) Capital 740,958,030

Tier 1 Ratio 62.31%

Total Capital Adequacy Ratio 62.50%

Tier 1 971,859,187

Tier 2 3,070,672

Tier 1 + Tier 2 974,929,859

C. Claims on Non-Central Government Public Sector Entities (PSEs)

K. Claims secured on Higher Risk Categories & Other Assets
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5. Credit Risk 

5.1 Table CRA - General qualitative information about credit risk 
 
Purpose: Describe the main characteristics and elements of credit risk management (business model and 
credit risk profile, organization and functions involved in credit risk management, risk management 
reporting). 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Qualitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  
 

 
General considerations:  

 
(a) How the business model translates into the components of the bank’s credit risk profile. 
 
BGO participates in obligations owned by BG in countries outside of Panama, through a Master Participation 
Agreements under NY Law, signed in June 2010.  In addition, BGO invests deposits primarily in mortgage-backed 
and asset-backed securities, corporate bonds, U.S. government and other U.S. agency bonds either directly or by 
placing funds under management with large international, asset management firms, primarily US based.  
 
BGO´s loan portfolio consists primarily of corporate loans extended to clients that operate in Colombia, Costa Rica, 
Guatemala, El Salvador, Peru, Mexico, Honduras, and Nicaragua.  This loan portfolio is managed by the Bank’s 
International Corporate Banking Department, through our representation offices located in Guatemala, El 
Salvador, Peru and Colombia, and its affiliate in Costa Rica (Banco General (Costa Rica), S.A.).  BGO also maintains 
a smaller portfolio of commercial individual, private banking and consumer clients based in Panama. 
 
The business model correlates directly with BGO´s low credit risk profile, with 100% of the loan portfolio rated A- 
Normal.   Historically, BGO has had no losses in its loan portfolio.    
 
In addition, BGO´s investment portfolio consists primarily of high quality, liquid, fixed income investments. The 
Board of Directors has established investment policies that include limits per portfolio based on amount, credit 
rating, type of assets allowed, duration, issuer or issue, and the rating of a specific investment, among others, 
which are included in the Investment Manual of Banco General and Subsidiaries.  An average rating of no less than 
A- must be maintained in the investment portfolio of Banco General (Overseas), Inc.  
 
(b) Criteria and approach used for defining the credit risk management policy and for setting credit risk limits. 
 
Based on current regulations and best practices the BOD has established policies, limits, and procedures to 
manage risks to which it is exposed, which defines it´s Risk Appetite.  Based on its Risk Appetite, the BOD 
established limits on Credit Risk and Concentration Risk, including, but not limited to, limits by country, industry, 
financial instrument, and debtor. 
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The BOD Risk Committee approved the Corporate Credit Approval Policies and Procedures Handbook for 
Corporate Banking, as well as the Bank’s Credit Risk Management and Administration Manual.  The guidelines set 
forth in these two documents, describe the credit risk management process in detail, to identify measure, monitor 
and control the risks associated with: 
 
1. Credit Default Risk - The risk of loss arising from the possibility that a particular corporate credit borrower may 

default on its obligations to make payments on its debt.  
2. Concentration Risk - The risk of loss arising from the possibility that a particular corporate credit borrower and 

its related economic group, or an aggregate number of corporate credit borrowers with exposure to a 
particular economic sector, may default on their obligations to make payment on their debts, as a result of 
adverse conditions affecting the borrowers within the economic group or adverse conditions affecting the 
economic sector or industry in which they operate. 

3. Country Risk - The risk of loss arising from the possibility that the aggregate borrowers in a particular country 
may default on their obligations to make payment on their debts, as a results of adverse economic, political 
and/or social conditions that affect their capacity and/or capability to service the referred debts. 
 

To manage, mitigate and reduce the above-mentioned risks, the BOD of BG and Subsidiaries (including BGO), 
approved the following: 
 
1. The conformation of a highly experienced and professional International Corporate Banking Department, in 

line with BGs and BGOs client segmentation strategies and service models, to better fulfill the clients’ needs, 
increase cross-selling opportunities, improve service quality and reduce credit risks. 

2. The conformation of a highly experienced and professional International Credit Risk Department, whose 
responsibility is to independently review credit risk and country risk associated with borrowers/economic 
groups, countries and economic sectors that comprise BGO´s international corporate loan portfolio. BGO uses 
in-house methodologies and third-party models (Moody’s RiskCalc) to quantify the related credit risk, 
concentration, and country risk exposures.   These models generally incorporate qualitative and quantitative 
factors that help outline various risk aspects, including: the borrowers experience, economic sector, country 
of operation, management expertise, financial leverage and liquidity ratios, credit risk mitigations 
(guarantees, insurance, third party guarantees), among others.  

3. The Credit Approval Policy and Procedures Handbook for Commercial Banking, which outlines the governance 
structure and responsibilities (of the BOD, BOD Risk Committee, BOD Credit Committee, Executive Credit 
Committee, International Corporate Banking Department, Internal Audit, Risk Department, CEO, among 
others), policies, procedures, methodologies, risk limits and levels of approval regarding BGOs corporate 
banking business.  These policies include, among others, the following: 
 

a. General Policies for Corporate Banking 
b. General Terms and Condition per Type of Facility 
c. Collateral Policy and Third-Party Guarantee Policy 
d. Exclusion List (economic sectors, activities, or situations in which the Bank is not allowed to lend) 
e. Acceptable External Auditors and Borrowers Financial Statements Policies   
f. Policy for annual renewal and revisions of all loan facilities and borrowers 
g. Policy for Material Adverse Effects or Changes for borrowers and/or loan facilities 
h. Subscription Policies 
i. Policy and Procedures for exceptions and temporary excesses in revolving credit facilities 
j. Policy for Financial Covenants  
k. Insurance Policy regarding credit facilities 

http://en.wikipedia.org/wiki/Default_(finance)
http://en.wikipedia.org/wiki/Default_(finance)
http://en.wikipedia.org/wiki/Default_(finance)
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BGO has methodologies that are documented in the Bank’s Credit Risk Management and Administration Manual, 
that enable the Bank to assess the credit risk related to individual exposures and at the portfolio level.  The credit 
review assessment of capital adequacy covers the following areas: 
 

a. Loan classification system  
b. Loan portfolio analysis 
c. Loan large exposures and concentration risk 

 
(c) Structure and organization of the credit risk management and control function. 
 
The International Business Credit Risk Section is responsible for the credit risk management of the loan portfolio 
and the Market and Liquidity Risk Section is responsible for the credit risk management of the investment 
portfolio.  Both Sections are incorporated within Corporate Risk Department.   
 
(d)  Relationships between the credit risk management, risk control, compliance, and internal audit functions.  
 
BOD has created the Credit Committee of the Board of Directors and the Risk Committee of the Board of Directors, 
to oversee the credit risks of BGO´s financial instruments.  Likewise, the Board of Directors has established 
executive Committees, which are composed of key executives that monitor several risks faced by the Bank. These 
committees have established polices and limits to control and manage these risks.  There is also an Audit 
Committee, composed of members of the Parent Company Board of Directors that oversees the establishment of 
appropriate internal controls for reporting the Bank’s financial information.   

 
(e) Scope and main content of the reporting on credit risk exposure and on the credit risk management function 

to senior management and the board. 
 
See section “Responsibilities for Risk Management and Control – BGO”. 
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5.2 Template CR1: Credit quality of assets  
 
Purpose: Provide a comprehensive picture of the credit quality of a bank’s (on- and offbalance sheet) 
assets. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Carrying values (corresponding to the accounting values reported in financial 
statements but according to the scope of regulatory consolidation). 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed.  

 
 

(US$) 
 
 
 
 
 
 
 
 
 
 
 
Note: Debt securities excludes share capital amounting to $655,047. BGO consolidated. 

 
  

a b c d

Defaulted 

exposures

Non-defaulted 

exposures

1 Loans 0 710,042,308 3,717,366 706,324,942

2 Debt Securities 0 1,120,374,454 0 1,120,374,454

3 Off-balance sheet exposures 0 2,116,230 0 2,116,230

4 Total 0 1,832,532,992 3,717,366 1,828,815,626

Gross carrying values of:
Allowances/ 

impairments
Net values (a+b-c)
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5.3 Template CR2: Changes in stock of defaulted loans and debt securities  
 
Purpose: Identify the changes in a bank’s stock of defaulted exposures, the flows between non-defaulted 
and defaulted exposure categories and reductions in the stock of defaulted exposures due to write-offs. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Carrying values. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed.  
 

 
 
(US$) 
 

 
 
  

a

1 Defaulted loans and debt securities at end of previous reporting period 7,824

2 Loans and debt securities that have defaulted since last reporting period 0

3 Returned to non-defaulted status 7,824

4 Amounts written off 0

5 Other changes 0

6 Defaulted loans and debt securities at end of the reporting period (1+2-3-4±5) 0
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5.4 Table CRB: Additional disclosure related to the credit quality of assets 
 
Purpose: Supplement the quantitative templates with information on the credit quality of a bank’s assets. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Additional qualitative and quantitative information (carrying values). 
 
Frequency: Annually. 
 
Format: Flexible.  
 
 

Qualitative disclosures: 
 

(a) The scope and definitions of “past due” and “impaired” exposures used for accounting purposes and the 
differences, if any, between the definition of past due and default for accounting and regulatory purposes 

 
Past due (applies only to the loan portfolio) 
 
Delinquency or “past due” is measured depending on the state of the credit.  For “current” operations, 
delinquency is measured based on overdue installments. If a loan is overdue, delinquency is measured based on 
the calendar days elapsed since the loan's maturity date. In case a credit is overdue and in turn presents delinquent 
installments, the delinquency will be taken based on the overdue installments, plus the days from the maturity 
date of the loan. 
 
Impaired 
 
At the date of the consolidated statement of financial position, it is determined whether there is objective 
evidence of impairment in the financial instruments, and the expected credit loss model (ECL) is used to provide 
for losses in the financial instruments. 
 
The impairment model is applicable to the following assets that are not measured at FVTPL: 
 

• Loans 

• Debt instruments; 

• Financial guarantee contracts issued; and 

• Loan commitments issued 
 

Impairment losses on investments in equity instruments are not recognized. 
 
The assessment of whether the credit risk of a financial asset has increased significantly is one of the critical 
judgments implemented in the impairment model. 
 
The Bank measured loss allowances at an amount equal to 12-month ECL for the following: 
 

• Debt investment that are determined to have low credit risk at the reporting date; and 
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• Other financial instruments on which the credit risk has not increased significantly since their initial 
recognition. 

 
For all other financial assets, loss allowances are measured to amount equal to lifetime ECL. 
 
12-month ECL is the portion of the ECL that results from default events on a financial instrument that are possible 
within a 12-month period after the reporting date. 
 
The standard introduces three stages of impairment for financial assets that are applied from the date of origin 
or acquisition. These stages are summarized below: 
 

• Stage 1: The Bank recognizes a credit loss allowance at an amount equal to 12-month ECL. This represents the 
portion of lifetime expected credit losses from default events that are possible within 12-month period after 
the reporting date, assuming that credit risk has not increased significantly since initial recognition. 

• Stage 2: The Bank recognizes a credit loss allowance at an amount equal to the total lifetime expected credit 
losses (LTECL) for those financial assets which are considered to have experienced a significant increase in 
credit risk since initial recognition. This requires the calculation of ECL based on the asset’s remaining lifetime 
probability of default (LTPD). The allowance for credit losses are higher in this stage because of an increase in 
credit risk and the impact of a longer time horizon in comparison with 12 months in stage 1. 

• Stage 3: The Bank recognizes a loss allowance at an amount equal to the expected credit losses, during the 
total lifetime of the assets, based on a probability of default (PD) of 100% over the asset’s recoverable cash 
flows. 

 
Significant Increase in Credit Risk 
 
It is determined whether the credit risk of a financial asset has increased significantly since its initial recognition, 
considering as main indicators, variations in days of delinquency, collection score and risk rating, and the analysis 
of quantitative and qualitative factors based on its historical experience and expert credit assessment including 
forward-looking information. 
 
Credit Risk Rating 
 
The Bank assigns a credit risk rating to each financial asset based on a model that incorporates a series of 
predictive data on the incurrence of losses. The model is applied over several periods to evaluate its 
reasonableness. Risk ratings are used to identify significant increases in credit risk. 
 
Credit risk ratings are defined using qualitative and quantitative factors that are indicative of risk of loss. These 
factors may vary depending on the nature of the exposure and the type of borrower. Regarding foreign 
investments and bank deposits, the international risk ratings of Fitch, Standard and Poor’s or Moody’s and 
associated changes to the ratings were used to establish whether there was a significant increase in risk and in 
the calculation of the Probability of Default (PD). 
Credit risk ratings are defined and calibrated such that the risk of loss increases exponentially as the credit risk 
deteriorates. 
 
Each exposure will be assigned a credit risk rating at the time of initial recognition based on available information 
about the debtor. Exposures will be subject to continuous monitoring, which may result in an exposure being 
moved to a different credit risk rating. 
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Determining the significantly increased of credit risk  
 
The Bank determines a significant increase in an exposure to credit risk has occurred since its initial recognition if, 
based on credit risk rating models and / or days of delinquency, a significant impairment has occurred. 
 
In certain instances, based on expert judgment and, to the extent possible, relevant historical experience, the 
Bank determines an exposure has undergone a significant increase in credit risk based on qualitative indicators 
that it considers relevant and whose effect would not be comprehensively reflected otherwise. 
 
As a limit and as required by IFRS 9, a significant increase in credit risk occurs when an asset shows delinquency 
of more than 30 days, except for the 60 days for residential mortgages and personal loans. The delinquency period 
is determined by counting the number of days since the earliest elapsed due date of which full payment has not 
been received. 

 
The effectiveness of the criteria used to identify significant increases in credit risk is monitored through periodic 
reviews.  
 
(b) The extent of past-due exposures (more than 90 days) that are not considered to be impaired and the 

reasons for this; 
 
At the date of the statement of financial position, there were no past-due exposures (more than 90 days) that 
were not considered to be impaired. At the reporting date there were no loans or investments on a watch list or 
for which terms have been renegotiated/restructured.   
 
(c) Description of methods used for determining impairments; and 
 
See comments on section (a). 
 
(d) The bank’s own definition of a restructured exposure and a forborne exposure. 
 
Renegotiated/restructured exposures (applies only to the loan portfolio)   
 
A renegotiated (restructured) facility will be classified as one that, due to material difficulties in the client's ability 
to pay, has documented a significant variation in the original terms of the facility (balance, term, payment plan, 
rate, guarantees). 
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Quantitative disclosures: 
 
(a) Breakdown of exposures by geographical areas, industry, and residual maturity. 

 
Geographical concentration of significant financial assets is summarized as follows:  
 
(US$) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The table below summarizes the Bank’s assets and liabilities grouped by their residual maturities with respect to 
the contractual maturity date: 
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Breakdown of the loan portfolio by industry is presented as follows: 
 

 

  

US$

Sector Gross Value %

Manufacturing 359,790,925 50.7%

Wholesale and reta i l  trade; repair of motor vehicles  and motorcycles155,603,919 21.9%

Financia l  and insurance activi ties 119,816,364 16.9%

Electrici ty, gas , s team and a ir conditioning supply 33,117,500 4.7%

Accommodation and food service activi ties 17,122,824 2.4%

Agriculture, forestry and fishing 7,297,952 1.0%

Other Activi ties  <1% 17,292,823 2.4%

Total Loans 710,042,308 100.0%
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Breakdown of the investment portfolio by sector and duration is presented as follows:  

 
US$ Thousands 

 
Note: As of December 31, 2023, the Bank’s total investment portfolio amounted to US$1,089 million, which included US$62.07 million in local corporate 
bonds. The investment portfolio for this analysis includes only fixed income and short sales; it does not include foreign or local stocks. 
 
  

Investment portfolio by sector
US$ (in 

thousands)
% Book Yield Effective Yield Duration Rating

Agency MBS and CMOs 460,476 42.29% 4.64% 4.67% 2.90 AAA

Financial 131,407 12.07% 5.57% 5.35% 2.86 BBB+

Banks 102,796 9.44% 5.66% 5.41% 2.87 BBB+

Diversified Finan Serv 15,699 1.44% 5.53% 5.40% 2.54 BBB+

Insurance 5,867 0.54% 5.23% 5.22% 3.43 A

Investment Companies 3,753 0.34% 6.35% 6.03% 3.69 BBB

Real Estate 2,676 0.25% 1.92% 1.56% 1.90 BBB-

Savings&Loans 616 0.06% 6.56% 6.39% 1.71 A

Funds 120,474 11.06% 8.73% 9.06% 1.63 BBB+

Communications 113,299 10.40% 7.05% 7.08% 4.19 BB

Telecommunications 110,979 10.19% 7.12% 7.15% 4.17 BB

Media 2,320 0.21% 3.84% 3.82% 5.14 BBB-

Government 64,189 5.89% 3.84% 4.04% 3.11 AAA

Sovereign 61,978 5.69% 3.80% 4.00% 3.09 AAA

Multi-National 1,374 0.13% 5.04% 5.02% 0.70 BBB

Municipal 836 0.08% 5.10% 5.06% 8.01 AAA

Private MBS and CMOs 66,085 6.07% 4.75% 4.97% 1.68 AAA

Consumer,  Non-cyclical 45,613 4.19% 5.66% 5.67% 3.63 BBB-

Beverages 30,446 2.80% 5.95% 6.00% 3.86 BB

Pharmaceuticals 5,612 0.52% 5.13% 5.07% 3.15 A-

Healthcare-Services 4,326 0.40% 5.12% 5.06% 3.26 A-

Biotechnology 1,643 0.15% 5.06% 5.06% 3.66 BBB

Food 1,350 0.12% 4.76% 4.74% 3.72 A+

Agriculture 1,002 0.09% 4.86% 4.86% 1.47 A

Commercial Services 706 0.06% 5.72% 5.59% 3.95 BBB

Cosmetics/Personal Care 529 0.05% 4.50% 3.78% 1.78 BBB-

Utilities 28,582 2.62% 7.85% 7.21% 3.71 BBB

Electric 28,004 2.57% 7.90% 7.24% 3.76 BBB

Gas 578 0.05% 5.61% 5.54% 1.58 A-

Industrial 21,299 1.96% 5.77% 5.84% 4.56 BBB

Transportation 14,448 1.33% 5.77% 5.93% 5.29 BBB+

Packaging&Containers 3,619 0.33% 6.90% 6.80% 3.34 BB+

Aerospace/Defense 1,195 0.11% 5.17% 5.14% 2.60 BBB+

Machinery-Diversified 1,001 0.09% 4.19% 4.18% 2.13 BBB

Miscellaneous Manufactur 520 0.05% 3.15% 2.95% 4.24 A-

Engineering&Construction 316 0.03% 5.07% 4.45% 2.88 BBB+

Machinery-Constr&Mining 200 0.02% 4.49% 4.47% 1.73 A+

Consumer,  Cyclical 15,513 1.42% 5.14% 4.95% 2.71 BBB+

Auto Manufacturers 8,659 0.80% 5.19% 5.01% 2.04 BBB+

Lodging 1,980 0.18% 5.16% 5.01% 3.27 BBB-

Airlines 1,724 0.16% 4.33% 4.37% 4.05 A

Retail 1,340 0.12% 4.75% 3.96% 2.47 BBB+

Leisure Time 874 0.08% 5.60% 5.60% 3.58 BBB

Entertainment 529 0.05% 6.62% 6.42% 6.12 BBB-

Distribution/Wholesale 407 0.04% 5.81% 5.69% 3.11 BBB-

Energy 9,998 0.92% 5.51% 5.44% 2.21 BBB

Pipelines 6,888 0.63% 5.49% 5.42% 2.36 BBB

Oil&Gas 3,109 0.29% 5.54% 5.48% 1.88 BBB-

Technology 5,279 0.48% 4.87% 4.81% 3.28 BBB+

Semiconductors 2,373 0.22% 4.72% 4.61% 2.77 BBB+

Software 1,553 0.14% 5.10% 5.09% 3.76 BBB

Office/Business Equip 861 0.08% 5.40% 5.39% 4.22 BBB-

Computers 493 0.05% 3.95% 4.12% 2.62 AA-

Asset Backed Securities 4,755 0.44% 5.68% 5.35% 0.02 AA+

Other ABS 2,809 0.26% 6.08% 6.13% 0.04 AAA

Home Equity ABS 1,428 0.13% 5.68% 4.48% 0.00 AA-

Automobile ABS 518 0.05% 3.46% 3.54% 0.00 AAA

Basic Materials 1,992 0.18% 5.30% 5.19% 1.54 A-

Mining 1,067 0.10% 5.43% 5.33% 0.25 BBB+

Chemicals 901 0.08% 5.17% 5.17% 3.09 A

Iron/Steel 24 0.00% 4.38% 0.00% 0.50 CCC+

Total Investments 1,088,960 100.00% 5.59% 5.66%                    2.89 A+
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(b) Amounts of impaired exposures (according to the definition used by the bank for accounting  purposes)  

and  related  allowances  and  write-offs,  broken  down  by geographical areas and industry. 
 

Impaired exposures – Loans:   
 
BGO has no loans clasified ad impaired as of 31st December 2024. 
 
Impaired exposures – Investments: 
 
The following table presents the credit quality of the investments and other financial assets and impairment 
reserves held by the Bank, excluding share capital amounting to US$628,783 which are not subject to credit risk: 
 
   (US$) 

 
 
Investments were classified based on their highest international risk rating amongst Fitch Ratings Inc., Moody’s 
and Standard and Poor´s.  In the case of local investments that do not have an international rating, the Bank uses 
an internal rating, which is consistent with international risk ratings. 
 
Time deposits with banks are held with financial institution counterparties that are rated BBB to BBB-, based on 
ratings by Standard & Poor’s, Moody’s and Fitch Ratings Inc., amount to US$171,766,230.  
 
(c) Ageing analysis of accounting past-due exposures. 
 
This section applies only to the Loan Portfolio. 
 
Breakdown of the loan portfolio by ageing is presented as follows: 
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 (US$) 

 
 
(d) Breakdown of restructured exposures between impaired and not impaired exposures. 
 
This section applies only to the Loan Portfolio. 
 
At the date of the statement of financial position, there were no past-due exposures (more than 90 days) that 
were not considered to be impaired. At the reporting date there were no loans or investments on a watch list or 
for which terms have been renegotiated/restructured.   
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6. CREDIT RISK MITIGATION 
 
6.1 Table CRC: Qualitative disclosure requirements related to Credit Risk Mitigation (“CRM”) techniques 
 

Purpose: Provide qualitative information on mitigation of credit risk. 
 

Scope of application: Mandatory for all applicable banks. 
 

Content: Qualitative information. 
 

Frequency: Annually. 
 

Format: Flexible.  
 
 
Disclosures: 
 

(a) Core features of policies and processes for, and an indication of the extent to which the bank makes use of, 
on- and off-balance sheet netting. 
 

BGO has no policies related to on- and off-balance sheet netting. 
 

(b) Core features of policies and processes for collateral evaluation and management. 
 
BGO does not apply CRM techniques to reduce capital requirements.  
 
(c) Information about market or credit risk concentrations under the CRM instruments used (i.e. by guarantor 

type, collateral and credit derivative providers). 
 
BGO does not apply CRM techniques to reduce capital requirements.  
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6.2 Template CR3: Credit risk mitigation techniques – overview  
 
Purpose: Disclose the extent of use of CRM techniques. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Carrying values. Banks must include all CRM techniques used to reduce capital requirements 
and disclose all secured exposures. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed.  

 
 
BGO does not apply CRM techniques to reduce capital requirements.  
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7. CREDIT RISK - STANDARDISED APPROACH 
 
7.1 Table CRD: Qualitative disclosures on banks’ use of external credit ratings under the standardised 

approach for credit risk 
 
Purpose: Supplement the information on a bank’s use of the standardised approach with qualitative data 
on the use of external ratings. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Qualitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  
 
 
Disclosures: 
 

(a) Names of the external credit assessment institutions (ECAIs) used by the bank, and the reasons for any 
changes over the reporting period; 

(b) The asset classes for which each ECAI is used. 
 
For the investment portfolio, the Bank uses Moody’s, Fitch and Standard and Poor´s (S&P) as external credit 
assessment institutions (ECAIs).  There has been no change in the ECAIs during the reporting period.  
 
Regarding the Bank´s credit portfolio, a large percentage of the loan book is classified using Moody´s RiskCalc to 
determine each obligor’s probability of default, which is later assigned an internal rating following the Moody´s 
long-term obligation ratings scale.  There has been no change in this methodology since 2019, when the Bank 
incorporated its expected credit loss models which applies to the corporate & commercial credit portfolio. 
 
For consumer loans, no ECAI is used, as the bank applies an internal model and rating scale. 
 

(c)  A description of the process used to transfer the issuer to issue credit ratings onto comparable assets 
in the banking book. 

 
Does not apply to BGO. 
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7.2 Template CR4: Standardised approach – credit risk exposure and CRM effects 

 
Purpose: Illustrate the effect of CRM (comprehensive and simple approach) on standardized approach 
capital requirements’ calculations. RWA density provides a synthetic metric on riskiness of each portfolio. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Regulatory exposure amounts. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed.  

 
 

BGO does not apply CRM techniques to reduce capital requirements.  
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7.3 Template CR5: Standardised approach – exposures by asset class and risk 
 
Purpose: Present the breakdown of credit risk exposures under the standardised approach by asset class 
and risk weight (corresponding to the riskiness attributed to the exposure according to the standardised 
approach). 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Regulatory exposure values. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed. 

 
 
BGO does not apply CRM techniques to reduce capital requirements.  
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8. COUNTERPARTY CREDIT RISK  
 
8.1 Table CCRA: Qualitative disclosure related to counterparty credit risk (“CCR”) 

 
Purpose: Describe the main characteristics of CCR management (e.g. operating limits, use of guarantees 
and other CRM techniques, impacts of own credit downgrading). 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Qualitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  
 
 

Disclosures: 
 

(a) Risk management objectives and policies related to Counterparty Credit Risk (CCR). 
 
Counterparty risk is the risk that a counterparty does not comply with the settlement of a purchase or sale of 
securities or other instruments traded in financial markets. 
 
Banco General (Overseas) is exposed to counterparty risks in addition to credit risks associated with lending 
activities. Counterparty risk may arise from, for example, investing in securities of third parties, entering derivative 
contracts under which counterparties have obligations to make payments to us, investment activities that fail to 
settle at the required time due to non-delivery by the counterparty or systems failure by clearing agents, 
exchanges, clearing houses or other financial intermediaries.  
 
Any significant increases in exposure to any of these non-traditional risks, or a significant decline in credit risk or 
bankruptcy of any of the counterparties, could materially and adversely affect us. 
 
Risk management policies set counterparty limits that determine, at every moment, the maximum amount of net 
exposure of unsettled transactions that the Bank can hold with a counterparty. The Assets and Liabilities 
Committee is responsible for identifying those acceptable counterparties taking into consideration the 
counterparty’s history with respect to the fulfillment of obligations, as well as indications of its capability and 
position to comply with is obligations. 
 
The Bank uses (“interest rate swaps”) to hedge part of the exposure of the fair value of investments in bonds or 
debt issues to changes in interest rates.  Interest rate swaps must replicate the terms of these positions. 
 
When using derivative instruments to hedge exposures from fluctuations in interest rates, the Bank is exposed to 
the counterparty risk of the derivative instrument. This risk is minimized by executing transactions with high 
credit-rating counterparties and liquidating operations with organized markets, in both cases with exchange of 
daily margins. 
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The Bank may only use as counterpart in these operations, Financial Institutions with a minimum long‐term risk 
rating of A from S&P or A2 from Moody’s or A from Fitch.  In the case of a counterpart that does not meet the 
conditions set forth above, it shall be needed an approval of the Board of Directors to be able to carry out this 
type of transaction. 
 
(b) The method used to assign the operating limits defined in terms of internal capital for counterparty credit 

exposures and for central counterparties (“CCP”) exposures, if applicable. 
 
Risk management policies set counterparty limits that determine, at every moment, the maximum amount of net 
exposure of unsettled transactions that the Bank can hold with a counterparty. The Assets and Liabilities 
Committee is responsible for identifying those acceptable counterparties taking into consideration the 
counterparty’s history with respect to the fulfillment of obligations, as well as indications of its capability and 
position to comply with is obligations. 
 
The Bank may only use as counterpart in these operations, Financial Institutions with a minimum long‐term risk 
rating of A from S&P or A2 from Moody’s or A from Fitch.  In the case of a counterpart that does not meet the 
conditions set forth above, it shall be needed an approval of the Board of Directors to be able to carry out this 
type of transaction. 
 
(c) Policies relating to guarantees and other risk mitigants and assessments concerning CCR, including 

exposures towards CCPs. 
 
Banco General (Overseas) holds collateral to reduce its exposure to credit risk and to ensure the collection of its 
financials assets exposed to credit risk. 
 
Securities provided as collateral continue to be recognized in the consolidated financial statements, as the 
counterparty has no property right on these securities, unless there is a default by the Bank.  Cash sent as collateral 
is accounted in the balance sheet as a deposit. 
 
Securities received as collateral are not recognized in the consolidated financial statements, except in case of 
default by the counterparty, which gives the Bank the right to appropriate the securities.  The market price of 
these securities is monitored, and an additional collateral is obtained, if necessary, to cover credit risk 
exposure.  Cash received as collateral is accounted in the balance sheet as a liability. 
 
As of December 31, 2023, the Bank maintains cash and cash equivalents as collateral in institutions that maintain 
risk ratings between AA- and A-, which support derivative operations in the amount of $9.9MM to reduced 
counterparty risk. 
 
The processes related of collateral Management, related to derivatives and Repo transactions, are incorporated 
in the Investment Manual of Banco General, S.A. and Subsidiaries Annex X and XI.  
 
(d) Policies with respect to wrong-way risk exposures 
 
BGO does not have policies with respect to wrong-way risk exposures. 
 
(e) The impact in terms of the amount of collateral that the bank would be required to provide given a credit 

rating downgrade. 
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BGO has some derivatives and repos contracts, but this do not consider additional collateral upon a rating 
downgrade. 
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8.2 CCR1 - Analysis of counterparty credit risk exposure by approach 
 
Purpose: Provide a comprehensive view of the methods used to calculate CCR regulatory requirements 
and the main parameters used within each method. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Regulatory exposures, RWA and parameters used for RWA calculations for all exposures subject 
to the CCR framework (excluding Credit Valuation Adjustments (CVA) charges or exposures cleared 
through a CCP). Banks should report information corresponding to the Current Exposures Method or the 
Standardised Method in row 1 or row 2, respectively. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed. 
 
  

(US$) 

 
 
There´s no material differences in reporting periods T (current Pillar 3 reporting period) and T-1 (previous Pillar 3 
reporting period). 
  

Total 

Replaceme nt 

cost / Mark-to- 

market

Add-on 

Potential future 

exposure (PFE)

EAD post- CRM

RWA

1 Current   Exposure   Method (CEM)            352,354.21         1,280,211.37         1,632,565.58            771,205.95 

2 Standardised Method

3 Simple  Approach  for  credit risk 

mitigation (for SFTs)

4 Comprehensive    Approach for   

credit   risk   mitigation (for SFTs)

-          290,000.00                              -   

5 Total
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8.3 Template CCR3: CCR exposures by regulatory portfolio and risk weights  
 
Purpose: Provide a breakdown of CCR exposures by portfolio (type of counterparties) and by risk weight 
(riskiness attributed according to the standardised approach). 
 
Scope of application: The disclosure is mandatory for all applicable banks irrespective of the CCR approach 
used to determine exposure at default. If a bank deems that the information requested in this template 
is not meaningful to users because the exposures and RWA amounts are negligible, the bank may choose 
not to disclose the template. The bank is, however, required to explain in a narrative commentary why it 
considers the information not to be meaningful to users, including a description of the exposures in the 
portfolios concerned and the aggregate total of RWAs amount from such exposures. 
 
Content: Credit exposure amounts. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed. 

 
 

(US$) 

 
 
There´s no material differences in reporting periods T (current Pillar 3 reporting period) and T-1 (previous Pillar 3 
reporting period). 
  

a b c d e f g h i

                                    Risk weight

Regulatory portfolio

0% 10% 20% 50% 75% 100% 150% Other

s

Total credit 

exposure

Sovereigns                      -   

Non-central government public 

sector entities

Multilateral development banks

Banks 51,369.56 365,881.39 353,955.00 771,205.95

Securities firms

Corporates

Regulatory retail portfolios

Other assets

Total          -       51,369.56      365,881.39      353,955.00 771,205.95
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8.4 Template CCR5: Composition of collateral for CCR exposure 
 
Purpose: Provide a breakdown of all types of collateral posted or received by banks to support or reduce 
the counterparty credit risk exposures related to derivative transactions or to SFTs, including transactions 
cleared through a CCP, if applicable. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Carrying values of collateral used in derivative transactions or SFTs, whether or not the 
transactions are cleared through a CCP and whether or not the collateral is posted to a CCP. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Flexible. 

 
  

(US$) 
    

 
 
 
There´s no material differences in reporting periods T (current Pillar 3 reporting period) and T-1 (previous Pillar 3 
reporting period). 
  

a e

Unsegregate

d
Cash – domestic currency

Cash – other currencies

Domestic sovereign debt

Other sovereign debt

Government agency debt

Corporate bonds

Equity securities

Other collateral

Total    290,000.00 

   290,000.00 

b c d f

Collateral used in derivative transactions Collateral used in SFTs
Fair value of collateral 

received

Fair value of posted 

collateral
Fair value of 

collateral 

received

Fair value of 

posted 

collateralSegregated
Unsegregate

d

Segregate

d
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8.5 Template CCR6: Credit derivatives exposures 
 
Purpose: Illustrate the extent of a bank’s exposures to credit derivative transactions broken down 
between derivatives bought or sold. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Notional derivative amounts (before any netting) and fair values. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Flexible (the columns are fixed but the rows are flexible). 

 
  
(US$) 

 
 
As of the 31st of December 2024, all credit derivatives exposures were “cleared” meaning that the derivative 
transactions had been processed through a clearinghouse, which acts as an intermediary, guaranteeing the 
transaction and managing the associated risks. Clearing credit derivatives reduce counterparty risk. 
 
There´s no material differences in reporting periods T (current Pillar 3 reporting period) and T-1 (previous Pillar 3 
reporting period). 
  

a b

Protection bought Protection sold

Notionals

Single-name credit default swaps

Index credit default swaps

Total return swaps

Credit options

Other credit derivatives

Total notionals

Fair values

Positive fair value (asset)

Negative fair value (liability)
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9. LEVERAGE RATIO  
 
9.1 Template LR1: Summary comparison of accounting assets vs leverage ratio exposure measure 

 
Purpose: To reconcile the total assets in the published financial statements with the leverage ratio 
exposure measure. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Quantitative information. 
 
Frequency: Group (a) banks: Quarterly. Group (b) banks: Annually. 
 
Format: Fixed. 

 
 
(US$) 

 
 
There are no material differences between the total balance sheet assets (net of on-balance sheet derivative and 
securities financing transaction (SFT) assets), as reported in the financial statements and the on-balance sheet 
exposures as set out in row 1 of Template LR2, and the leverage ratio exposure measure. 

a

1 Total consolidated assets as per published financial statements 2,148,884,557

2
Adjustment for investments in banking, financial, insurance or commercial entities that are 

consolidated for accounting purposes but outside the scope of regulatory consolidation

3
Adjustment for securitised exposures that meet the operational requirements for the 

recognition of risk transference

4 Adjustments for temporary exemption of central bank reserves (if applicable)

5
Adjustment for fiduciary assets recognised on the balance sheet pursuant to the operative 

accounting framework but excluded from the leverage ratio exposure measure

6
Adjustments for regular way purchases and sales of financial assets subject to trade date 

accounting

7 Adjustments for eligible cash pooling transactions

8 Adjustments for derivative financial instruments 11,502,236

9
Adjustment for securities financing transactions (i.e. repurchase agreements and similar 

secured lending)

10
Adjustment for off balance sheet items (i.e. conversion to credit equivalent amounts of off-

balance sheet exposures)
953,115

11
Adjustments for prudent valuation adjustments and specific and general provisions which 

have reduced Tier 1 capital

12 Other adjustments -449,582

13 Leverage ratio exposure measure 2,160,890,326
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9.2 Template LR2: Leverage ratio common disclosure  
 
Purpose: To describe the components of the leverage ratio denominator, as well as information on the 
actual leverage ratio, minimum requirements and buffers. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Quantitative information. 
 
Frequency: Group (a) banks: Quarterly. Group (b) banks: Annually. 
 
Format: Fixed. 
 

  
     (US$) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

a b

T T-1

1 On-balance sheet exposures (excluding derivatives and securities 

financing transactions (SFTs), but including collateral) 2,127,795,110 2,177,361,576

2 Gross up for derivatives collateral provided where deducted from 

balance sheet assets pursuant to the operative accounting framework 6,809,956 7,036,385

3 (Deductions of receivable assets for cash variation margin provided in 

derivatives transactions) 0 2,891,778

4 (Adjustment for securities received under securities financing 

transactions that are recognised as an asset)

5 (Specific and general provisions associated with on balance sheet 

exposures that are deducted from Basel III Tier 1 capital)

6 (Asset amounts deducted in determining Basel III Tier 1 capital and 

regulatory adjustments)

7 Total on balance sheet exposures (excluding derivatives and SFTs) (sum 

of rows 1 to 6) 2,134,605,066 2,181,506,183

8 Replacement cost associated with all derivatives transactions (where 

applicable net of eligible cash variation margin and/or with bilateral 
20,639,865 16,818,254

9 Add on amounts for potential future exposure associated with all

derivatives transactions 4,692,279 5,136,061

10 (Exempted central counterparty (CCP) leg of client cleared trade 

exposures)

11 Adjusted effective notional amount of written credit derivatives

12 (Adjusted effective notional offsets and add on deductions for written 

credit derivatives)

13 Total derivative exposures (sum of rows 8 to 12)

On-balance sheet exposures

Derivative exposures
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There are no material differences for this reporting period compared with the previous reporting period. 
  

25,332,144 21,954,315

14 Gross SFT assets (with no recognition of netting), after adjustment for 

sale accounting transactions

15 (Netted amounts of cash payables and cash receivables of gross

SFT assets)

16 Counterparty credit risk exposure for SFT assets

17 Agent transaction exposures

18 Total securities financing transaction exposures  (sum of rows 14 to 17)

0 0

19 Off-balance balance sheet exposure at gross notional amount 953,115 528,246

20 (Adjustments for conversion to credit equivalent amounts)

21 (Specific and general provisions associated with off balance sheet 

exposures deducted in determining Tier 1 capital)

22 Off-balance sheet items (sum of rows 19 to 21) 953,115 528,246

23 Tier 1 capital 971,859,187 892,277,699

24 Total exposures (sum of rows 7, 13, 18 and 22) 2,160,890,325 2,203,988,744

25 Basel III leverage ratio (including the impact of any applicable 

temporary exemption of central bank reserves)

25a Basel III leverage ratio (excluding the impact of any applicable 

temporary exemption of central bank reserves)

26 National minimum leverage ratio requirement

27 Applicable leverage buffers 44.97% 40.48%

Leverage ratio

Securities financing transaction exposures

Other off-balance sheet exposures

Capital and total exposures
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10. LIQUIDITY  
 
10.1 Table LIQA: Liquidity risk management  

 
Purpose: Provides details about the soundness of a bank’s liquidity risk management framework and 
liquidity position.  
 
Scope of application: Mandatory for all applicable banks.  
 
Content: Qualitative and quantitative information.  
 
Frequency: Annually.  
 
Format:  
 

 
Qualitative disclosures  
 
(a) Governance of liquidity risk management, including risk tolerance; structure and responsibilities for 

liquidity risk management; internal liquidity reporting; and communication of liquidity risk strategy, 
policies, and practices across business lines and with the board of directors. 
 
Banco General, S.A. (parent company) and subsidiaries liquidity will be managed on a consolidated basis. The 
management will be centralized in the Treasury of Banco General, which will give guidelines to the subsidiaries 
based on the policies and limits established in the ALCO Manual and the Investment Manual of Banco General, 
S.A. and subsidiaries, the regulatory limits of each entity of the group, and feedback from the Treasury 
Committee, the ALCO, the Risk Committee of the Board of Directors and the Board of Directors.  
 
The Board of Directors will ensure that the ALCO, Treasury, and Risk Department effectively identify, measure, 
monitor, and control liquidity risk and that the established policies, procedures, and systems comply with the 
approved liquidity risk policies and relevant regulations. 
 
It is the responsibility of the ALCO, which is supported by the Executive Management Team and the Treasury, 
and overseen by the Board of Directors, to ensure that sufficient liquidity is always maintained. 
 
The Treasury and Risk Department will permanently monitor the liquidity situation of Banco General and its 
subsidiaries, and will keep the Board of Directors, the Risk Committee of the Board of Directors, the ALCO, the 
Treasury Committee, and the Executive Vice President of Finance informed. To this end, various reports have 
been developed and limits established, which will allow the Treasury and ALCO to take early action to manage 
liquidity risk as effectively and efficiently as possible. 
 
To maintain an adequate liquidity, the Treasury, and the ALCO: 
▪ Review and analyze liquidity ratios. 
▪ Regularly monitor liquidity levels and the use of funds.  
▪ On a monthly basis review liquidity gap report.  
▪ On a monthly basis review liquid assets by rating.  



MARKET DISCIPLINE DISCLOSURE REQUIREMENTS  
Banco General (Overseas), INC 
 

57 
 

▪ Review the behavior and structure of the Bank’s assets and liabilities.  
▪ Regularly performs stress tests.  
▪ On a quarterly basis review early warning indicators of a potential liquidity crisis. Different indicators have 

been established to alert management of a potential liquidity crisis. (A liquidity crisis contingency plan has 
also been formulated in the ALCO Manual detailing the measures that the Bank has to follow to prevent 
and deal with a liquidity crisis).  

 
Liquidity risk management is incorporated into the institution’s overall risk management process. Banco 
General, S.A. and Subsidiaries and Banco General (Overseas) liquidity policies and risk limits are included in 
the ALCO Manual. 
 
Liquidity Risk Limits Banco General (Overseas), Inc: 
 

 
 
LIQUIDITY MANAGEMENT OF BANCO GENERAL (OVERSEAS), INC. 
 
The Bank’s asset and liability management policy is oriented towards enabling the Bank to maintain adequate 
liquidity levels to (i) honor potential deposit withdrawals; (ii) repay obligations and placements at maturity; 
(iii) extend new loans; (iv) invest in new debt securities; and (v) satisfy the Bank’s need for working capital.  The 
Bank’s treasury department is responsible for managing all liquid assets, raising funds via the inter-bank market 
and local and international capital markets, and managing the overall liquidity of the Bank within the liquidity and 
investment policies dictated by the ALCO and the Board of Directors.   
 
As of December 2024, the ratio of primary liquid assets (US$946.04 million) to total deposits and borrowings was 
97.44% which consisted of high-quality fixed-income securities with 85.25% having a rating of A- or higher and 
73.45% rated AAA. 
 
The Treasury department is responsible for managing the Banco General (Overseas), Inc. primary liquidity 
portfolio consisting of local and foreign deposits, as well as high-grade fixed-income securities. The Bank’s primary 
liquidity includes (i) cash, bank deposits and repurchase agreements that amount to US$217.36 million; (ii) no 
balance on commercial paper, with rating A2 + P2 and money market funds; and (iii) liquid bonds with 
international rating > or equal to BBB- that amount to US$728.68 million, as of December 31, 2024.   
 
As of December 31, 2024, the Bank’s total investment portfolio amounted to US$1,089 million. The investment 
portfolio for this analysis includes only fixed income and short sales; it does not include foreign or local stocks. 
 
LIQUIDITY MANAGEMENT OF BANCO GENERAL, S.A. (PARENT COMPANY) AND SUBSIDIARIES 
 

LIQUIDITY RISK LIMITS LIMITS DIC 2023 DIC 2024

PRIMARY LIQUIDITY / DEPOSITS + FINANCING + REPOS ≥ 25% 98.41% 97.44%

PRIMARY AND SECONDARY LIQUIDITY / DEPOSITS +  FINANCING  + REPOS ≥ 30% 120.89% 127.99%

PRIMARY LIQUIDITY / DEPOSITS + FINANCING + REPOS MATURING UP TO 1YR ≥ 30% 98.95% 98.23%

PRIMARY LIQUIDITY / TOTAL RETAIL DEPOSITS ≥ 100% 1070.23% 1201.74%

PRIMARY LIQUIDITY / TOTAL DEPOSITS ≥ 70% 98.41% 102.39%

LOSS OF INVESTMENT´S ECONOMIC VALUE +200BPS / TOTAL EQUITY ≤ 17.5% 7.23% 5.45%
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Banco General’s primary liquid assets, comprised of cash, bank deposits and high-quality investment-grade 
liquid investments (MBS, CMOs, ABS, foreign commercial paper, and corporate bonds, etc.), which as of 
December 31, 2024, reached US$4,032 million compared to US$4,169 million in 2023.  As of December 31, 
2024, the primary liquid assets reached 27.74% of total deposits and borrowings, in comparison to 29.58% in 
2023. 
 
Banco General’s MBS portfolio is comprised 100% by MBS that are 100% guaranteed with respect to their 
principal and interest payments by the Government National Mortgage Association (GNMA) agency, which is 
a federal government-owned agency of the United States and has its explicit guarantee, the Federal National 
Mortgage Association (FNMA) or the Federal Home Loan Mortgage Association (FHLMC), which have AAA 
credit ratings by Moody’s and Fitch, on its corporate debt.  The MBS guaranteed by these agencies have as 
guarantee and primary source of payment a pool of conforming residential mortgage loans that must comply 
with credit policies required by these agencies.  Likewise, 66% of BG’s CMO’s are backed by MBS issued by 
GNMA, FNMA or FHLMC.6 
 
In addition to its internal liquidity requirements, Banco General must comply with requirements imposed by 
the National Banks Superintendence, which stand at a minimum of 30% of deposits received and a liquidity 
coverage ratio (LCR) of 100%.  As of December 31, 2024, Banco General met the liquidity requirements 
established by law by maintaining a level of 42.16% (a surplus of 12.16bps) and a liquidity coverage ratio (LCR) 
of 204.30%.  These liquidity measures are unconsolidated. 
 

(b) Funding strategy, including policies on diversification in the sources and tenor of funding, and whether the 
funding strategy is centralized or decentralized.  
 
SOURCE OF FUNDING OF BANCO GENERAL (OVERSEAS), INC 
Banco General (Overseas), Inc. provides two types of deposit accounts: savings accounts, which earn interest 
at rates historically below the average ratio paid on time deposits, and time deposits, with maturities ranging 
from 30 days to 1 year. As of December 31, 2024, the ratio of primary liquid assets to total deposits was 
97.44% and the ratio of primary liquid assets to total deposits from clients (excluding deposits with parent 
company) was 1201.74%. 
 
The main source of funding of the Bank is its parent company (Banco General, S.A.) that represents 91.48% of 
total deposits. Banco General, S.A. invests part of its liquidity in Banco General Overseas; and, therefore, these 
funds must be invested in high quality liquid assets. 
 
SOURCE OF FUNDING OF BANCO GENERAL, S.A. (PARENT COMPANY) AND SUBSIDIARIES 
 
Banco General’s main source of funding lies in its ample retail-client deposit base that has been captured 
through BG’s extensive national network of strategically located branches.  Banco General’s strong capital and 
financial position has enabled it to raise funds from a broad base of depositors at consistently lower rates than 
its competitors.  In keeping with its conservative financial policies and given the participation of its loan 
portfolio in medium- and long-term residential and commercial mortgage loans, Banco General has been a 
pioneer in developing and accessing medium- and long-term funding alternatives. Banco General offers 
attractive medium-term time deposit products.    
 

(c) Liquidity risk mitigation techniques 
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Liquidity risk management aims to guarantee adequate levels of liquid funds so that the bank can meet the 
commitments it has made with its customers and finance its business plans. 
 
The ALCO and the Treasury Committee considers the following factors to establish the appropriate levels of 
liquidity (Primary and Secondary): 
• Projection of sources and uses of funds for both assets (loans and investments) and liabilities 
• Structure of the bank’s balance sheet - maturities and flows of assets and liabilities 
• Structure of financial liabilities, their nature (type of deposit, type of client) and volatility  
• Alternate sources of funds 
• Contingent obligations (loans approved and not disbursed, unused portion of lines of credit) 
• Political and economic climate (local and international) 
• NIM level and liquidity costs 
• Quality of the bank's loan portfolio 
• Liquidity of assets  
• Correspondent banking relationships and investment custody 
• Liquidity needs in periods of stress whose origin may reside in the entity itself, in the market and/or both 
 
In order to maintain a robust liquidity position at all times, the bank will endeavor to: 
• Maintain high levels of high-quality primary liquidity assets and liquidity in external markets. 
• Maintain adequate levels of secondary liquidity that complements primary liquidity. 
• Finance the loan portfolio with customer deposits 

o Emphasizing time deposits of more than six months and one year 
o Maintaining a diversified and ample retail-client deposit base 

• Limit the use of short-term interbank or institutional funds (≤ 1 year) 
• Capture medium and long-term financing to have stable liabilities as a complement to stable customer 

deposits. 
• Maintain high levels of capital / equity 
• Keep potential funding sources available 
• Consider loans via bonds or syndication as potential liquidity 
 

(d) An explanation of how stress testing is used.  
 
The Bank will carry out periodic stress tests that contemplate different short- and long-term stress scenarios, to 
identify possible liquidity gaps and guarantee that the exposures are related to the liquidity risk tolerance 
established by the Board of Directors.  
The Bank reviews monthly its liquidity gap. The liquidity gap uses the projected cash flows of assets and liabilities 
and the following assumptions regarding the maturity of such cash flows: 

Assets: 

• Loan portfolio:  contractual amortizations are used, and no prepayments are assumed. 

• Cash and demand deposits:  next working day.  

• Time deposits: contractual maturity.  

• Investments:  based on when a security can be sold using its credit rating as a guideline.  
 
Liabilities: 

• Demand deposits: next working day.   

• Savings accounts:  a quarter of the total balance matures in 30 days, 60 days, 90 days, and 180 
days, respectively. 
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• Time Deposits and financing:  contractual maturity.  
 

The Bank runs a monthly stress test.  This test uses the above-mentioned liquidity gap stressing the recovery of 
assets and the withdrawal of liabilities when due. The exercise is used to determine the ability of the bank to 
comply with liquidity ratios and to continue operations in the scenario that: 

• Percentage of the cashflows of the loan portfolio that are collected when due: 
o 60% of commercial loans 
o 70% of commercial mortgages 
o 90% of pledge loans 
o 40% of credit lines 
o 30% of overdrafts 

• 100% of investments are recovered when sold, except for local bonds (that are not primary liquid 
assets) and foreign stocks for which we will recover 60% and 80%, respectively.   

• 45% of time deposits, 50% of commercial checking accounts and 35% of saving accounts are 
withdrawn, with no new deposits being received.  

• Interbank time deposits are 100% withdrawn.  

• Other liabilities are not renewed. 
 

The result of this stress test focused on assessing the impact on the cash flow position in 1 year of Banco General 
(Overseas), Inc., together with Banco General, S.A., is presented to the ALCO on a monthly basis.   

 
(e) An outline of the bank’s contingency funding plans.  

 
The Board of Directors approves the business plan based on projections of the loan portfolio and deposits, 
liquidity policies, and institutional financing needs for the year. Daily, senior management monitors the 
movement of the balance sheet vs. the business plan and on a monthly basis, it is seen at the executive, ALCO, 
and Board of Directors levels in order to take measures in a timely manner.  
 
The Treasury presents to the Board of Directors every six months, quarterly to the ALCO, and monthly to the 
Treasury committee, the financing possibilities that the Bank has and the financing amortization schedule for 
the next 5 years. The Bank focuses on maintaining a solid balance sheet structure (liquid assets of the highest 
quality, non-volatile liabilities, and an adequate maturity profile of institutional financing) to prevent liquidity 
problems. Additionally, the Financial Institutions area is mandated to maintain close relations with 
counterparties and monitor the different markets in order to have a range of financing options at all times to 
access as needed. The Bank does not consider the use of a contingent line as part of its liquidity management 
since after the 2008 crisis credit contracts have market clauses that allow them not to have to disburse a line 
in case of market events or effects on the Bank, for which we do not consider it prudent to rely on it. The Bank 
prefers to rely on being able to survive a liquidity crisis using its balance sheet. 
 
Due to the foregoing, the ALCO monitors the structure of the balance sheet and early warnings and has an 
action plan for managing the different assets and liabilities of the Bank if an early warning indicator for liquidity 
risk management occurs. 
 
The Bank's Treasury maintains a file detailing the investments of Banco General S.A. and Subsidiaries, with a 
daily update frequency, which is reviewed daily by the Corporate Risk Department. The Bank has access to 
monetize other assets that are not included in its primary liquidity plan. The Bank's premise is that in an 
extreme situation, the only source that can materialize is the National Bank of Panama, which is why our 
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strategy contemplates that we will not have availability of contingent financing and that we should not depend 
on facilities of this nature. 
 

Quantitative disclosures  
 
(a) Customised measurement tools or metrics that assess the structure of the bank’s balance sheet or that 

project cash flows and future liquidity positions, taking into account off-balance sheet risks which are 
specific to that bank.  
 
At the end of the year the bank estimates the grow of the assets and liabilities of the bank for the coming year 
to project the ratio of repos, deposits and financings to primary liquidity during the year to make sure the 
bank will comply with the limit. 
 

(b) Concentration limits on collateral pools and sources of funding (both products and counterparties).  
 
The main source of funding of the Bank is its parent company (Banco General, S.A.) that represents 91.48% of 
total deposits. Banco General, S.A. invests part of its liquidity in Banco General Overseas; and, therefore, these 
funds must be invested in high quality liquid assets. 
 
The limits regarding the liquid assets of the Bank are incorporated in the Investment Manual guidelines of 
Banco General, S.A. and Subsidiaries and are managed at a consolidated level. 
 

(c) Liquidity exposures and funding needs at the level of individual legal entities, foreign branches and 
subsidiaries, taking into account legal, regulatory and operational limitations on the transferability of 
liquidity. 
 
Does not apply to Banco General (Overseas), Inc.  
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(d) Balance sheet and off-balance sheet items broken down into maturity buckets and the resultant liquidity gaps. 
 
The summarized liquidity gap profile, as of December 31, 2024, is presented in the following table: 
(US$) 

 
Note: The deposits of Banco General, S.A. in Banco General (Overseas), Inc. are presented net of those placed 
by Banco General (Overseas), Inc. in Banco General, S.A.  
 
The summarized stress test, as of December 31, 2024, is presented in the following table: 
(US$) 

 
The Bank has a strong liquidity position and can withstand the rigorous stress scenario up to 1 year.  
 
The Minimum Liquidity Ratio of the Bank as of December 2024 was 100.45% (a surplus of 85.45bps). 

 
  

Banco General (Overseas)                    

(US$ thousands)
Up to 30 days

More than 30 

Days - 180 

days

More than 180 Days - 

1 year

More than 1 

year
Total

Assets

Cash, Banks Deposits 34,325                  -                 -                           -                    34,325              

Investments 1,024,558             114,662          9,532                        26,252              1,175,003         

Loans 4,538                    181,728          89,731                      374,308            650,305            

Other Assets 103,964                -                 -                           -                    103,964            

Total Assets 1,167,386             296,389          99,263                      400,560            1,963,598         

Liabilities

Deposits 17,676                  52,151            1,130                        7,766                78,723              

Deposits with parent company 41,234                  622,200          -                           -                    663,434            

Financing 46,942                  -                 -                           -                    46,942              

Other Liabilities 202,640                -                 -                           -                    202,640            

Total Liabilities 308,492                674,351          1,130                        7,766                991,739            

Shareholder´s Equity -                        -                 -                           971,859            971,859            

Gap 858,894                (377,961)        98,133                      (579,066)           -                    

Cummulative Gap 858,894                480,932          579,066                    -                    

Banco General (Overseas)                  

(US$ thousands)
Up to 30 days

More than 30 

Days - 180 

days

More than 180 Days - 

1 year

More than 1 

year
Total

Assets

Cash, Banks Deposits 34,325                  -                 -                           -                    34,325              

Investments 1,013,758             113,650          9,070                        16,002              1,152,480         

Loans 1,817                    72,348            37,892                      228,314            340,370            

Other Assets 103,964                -                 -                           -                    103,964            

Total Assets 1,153,864             185,998          46,962                      244,316            1,631,140         

Liabilities

Deposits 6,611                    19,438            509                           3,495                30,052              

Deposits with parent company 41,234                  622,200          -                           -                    663,434            

Financing 46,942                  -                 -                           -                    46,942              

Other Liabilities 202,640                -                 -                           -                    202,640            

Total Liabilities 297,427                641,638          509                           3,495                943,068            

Shareholder´s Equity -                        -                 -                           971,859            971,859            

Gap 856,437                (455,640)        46,453                      (731,038)           

Cummulative Gap 856,437                400,797          447,250                    (283,787)           
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10.2 LIQ1 - Liquidity Coverage Ratio (LCR) 
A Group (b) bank is not required to file LCR and NSFR. 
Template LIQ1: Liquidity Coverage Ratio (LCR): Does not apply to Banco General (Overseas), Inc.* 
 
10.3 LIQ2 - Net Stable Funding Ratio (NSFR)  
Template LIQ2: Net Stable Funding Ratio (“NSFR”): Does not apply to Banco General (Overseas), Inc.* 

 
*Cayman Islands Monetary Authority Notification: The LCR and NSFR wording in the Disclosure Measure 
for group (b) banks should read “if applicable, annually”. A Group (b) bank that is not required to file LCR 
and NSFR (like Banco General (Overseas), Inc.) does not have to disclose LCR and NSFR as it is not 
applicable to the bank. 
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11. SECURITISATION 
 
11.1 Table SECA: Qualitative disclosure requirements related to securitization exposures 

 
Purpose: Provide qualitative information on a bank’s strategy and risk management with respect to its 

securitization activities. 
 
Scope of application: Mandatory for all applicable banks with securitization exposures. 
 
Content: Qualitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  

 
 
Disclosures: 
 
1. The bank’s objectives in relation to securitization and re-securitization activity, including the extent to 

which these activities transfer credit risk of the underlying securitized exposures away from the bank 
to other entities, the type of risks assumed, and the types of risks retained. 
 

BGO´s does not securitizes or re- securitizes financial assets to transfer credit risk of the underlying securitized 
exposures away from the bank to other entities. 
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11.2 Template SEC1: Securitization exposures in the banking book 
 
Purpose: Present a bank’s securitization exposures in its banking book. 
 
Scope of application: Mandatory for all applicable banks with securitization exposures in the banking 
book. 
 
Content: Carrying values. In this template, securitization exposures include securitization exposures even 
where criteria for recognition of risk transference are not met. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Flexible. Banks may in particular modify the breakdown and order proposed in rows if another 
breakdown (e.g. whether or not criteria for recognition of risk transference are met) would be more 
appropriate to reflect their activities. Originating and sponsoring activities may be presented together. 

 
 

BGO is not acting as an originator or as sponsor in any securitization offering.   BGO´s does not securitizes or re- 
securitizes financial assets to transfer credit risk of the underlying securitized exposures away from the bank to 
other entities. 
 
The table below summarizes the BGO’s securitization exposures in its banking book grouped by asset type: 
 
US$ 

 
 
The payment of capital and interest on 100% (2023: 100%) of the Bank’s MBS portfolio is 100% guaranteed by the 

following agencies: the Government National Mortgage Association (GNMA), which is an agency of the Federal 

Government of the United States and counts on the explicit guarantee of the Federal Government, the Federal 

National Mortgage Association (FNMA) or the Federal Home Loan Mortgage Association (FHLMC), who rely on 

AAA ratings provided by Moody's and Fitch, on its counterparty debt. The guarantee and primary source of 

payment of the MBS guaranteed by the aforementioned agencies is a set of residential mortgages on houses that 

must fulfill credit policies that are required by these programs. Similarly, 77% (2023: 76%) of the CMO portfolio 

of the Bank is 100% guaranteed by GNMA, FNMA or FHLMC. The average life of the portfolio of MBS is 5.05 years 

and CMOs is 1.14 years (2023: 4.29 years for MBS and 1.43 years for CMOs)  

Securitization exposures (banking book) Book value

Mortgage Backed Securities (MBS) and Collateralized Mortgage Obligations (CMOs) 557,975,164

Asset Backed Securities (ABS) 4,755,360

Total 562,730,524
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11.3 Template SEC2: Securitization exposures in the trading book 
 
Purpose: Present a bank’s securitization exposures in its trading book. 
 
Scope of application: Mandatory for all applicable banks with securitization exposures in the trading book. 
In this template, securitization exposures include securitization exposures even where criteria for 
recognition of risk transference are not met. 
 
Content: Carrying values. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Flexible.  

 
 
BGO does not do have a trading book. BGO´s does not securitizes or re- securitizes financial assets to transfer 
credit risk of the underlying securitized exposures away from the bank to other entities.  
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11.4 Template SEC3: Securitization exposures in the banking book and associated regulatory capital 
requirements – bank acting as originator or as sponsor. 
 
Purpose: Present securitization exposures in the banking book when the bank acts as originator or sponsor 
and the associated capital requirements. 
 
Scope of application: Mandatory for all applicable banks with securitization exposures as sponsor or 
originator. 
 
Content: Exposure values, risk-weighted assets, and capital requirements. This template contains 
securitization exposures only where the risk transference recognition criteria are met. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed. 
 

 
BGO is not acting as an originator or as sponsor in any securitization offering.   BGO´s does not securitizes or re- 
securitizes financial assets to transfer credit risk of the underlying securitized exposures away from the bank to 
other entities. 
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11.5 Template SEC4: Securitization exposures in the banking book and associated capital requirements – bank 

acting as investor. 
 
Purpose: Present securitization exposures in the banking book where the bank acts as investor and the 
associated capital requirements. 
 
Scope of application: Mandatory for all applicable banks having securitization exposures as an investor. 
 
Content: Exposure values, risk-weighted assets, and capital requirements. This template contains 
securitization exposures only where the risk transference recognition criteria are met. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed. 
 

 
BGO´s does not securitizes or re- securitizes financial assets to transfer credit risk of the underlying securitized 
exposures away from the bank to other entities. 
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12. MARKET RISK 
 
12.1 Table MRA: Qualitative disclosure requirements related to market risk 

 
Purpose: Provide a description of the risk management objectives and policies concerning market risk. 
 
Scope of application: Mandatory for all applicable banks that are subject to a market risk capital 
requirement for their trading activities. 
 
Content: Qualitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  
 

 
Disclosures: 
 
(a) Strategies   and   processes   of   the   bank:   this   must   include   an   explanation   of management’s 

strategic objectives in undertaking trading activities, as well as the processes implemented to identify, 
measure, monitor and control the bank’s market risks, including policies for hedging risk and 
strategies/processes for monitoring the continuing effectiveness of hedges. 

 
Market risk management aims to reduce the loss of value in the investment portfolio of the Bank because of 
fluctuations in interest rates and credit risk. The Board of Directors Risk Committee and the Board of Directors 
approved the ALCO Manual where the management of market risk is properly documented.  
 
Market Risk Policies: 

1. The BOD, the Risk Committee of the Board, and ALCO set the limits of the investment portfolio (duration, 
rating, individual exposure, and type of assets among others).  

2. The Bank has established maximum limits for losses by market risk in its investment portfolio and on the 
Bank’s balance sheet that may be caused by movements in interest rates, credit risk, and fluctuations in 
the values of investments in the stock market. 

3. The Bank uses a model to calculate the impact on the economic value of the investment portfolio where 
it estimates the impact of increases or reductions in interest rates and credit spreads to meet their 
potential vulnerability; all this, coupled with an analysis of the economic environment and specifically 
rates, helps us to estimate possible losses of the Bank's investment portfolio. 

4. The BOD and ALCO establish investment limits with a conservative profile in terms of duration and credit 
risk.  

5. The treasury and Risk Department monitors the investment policies and limits.  
6. The treasury and the ALCO monitor maximum limits for losses on its investment portfolio. 
7. The treasury and the ALCO monitor the duration of the investment portfolio and perform stress scenarios.  
8. Gains and losses of the investment portfolios are monitored daily. 
9. The treasury is constantly tracking the U.S. and world economy, market rates, country and industry risk, 

and banks spreads, as well as news of individual issuers to manage the risk of our investment portfolio. 
10. Daily tracking of portfolios managed by third parties. 
11. Daily monitoring of the valuation of investments 
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12. Monthly reviews the performance of the investment’s portfolio. 
13. Quarterly, the Risk Committee of the BOD reviews the main topics covered by the ALCO committee and 

the compliance with investment limits according to the provisions of the Investment and ALCO Manuals. 
14. Daily a summary of the main liquidity ratios is sent to the President of the Bank and the CEO and General 

Manager 
 
The Bank does not invest in commodities so there is no exposure to commodity risk. Additionally, the Bank may 
not have investments or placements in currencies that are not covered by either a derivative or a liability. Foreign 
currency exposure arises because of the positions held by the bank to provide the foreign currency purchase 
service to customers as detailed in the Investment Manual of Banco General, S.A. and Subsidiaries. Portfolios 
managed by third parties can hold positions in foreign currency, but they are limited based on the limits approved 
by the Board of Directors for each portfolio. The Bank’s has little or no exposure to commodity risk, equity, and 
FX risk. 
 
The Bank does not have a trading portfolio and the mandate of the Treasury is to manage the liquidity of the Bank 
by investing within the limits established by the BOD focusing on fixed income securities with high credit ratings.  
 
ALCO will approve the use of derivatives as part of its strategies in managing the bank's assets and liabilities. The 
Treasury will be responsible for implementing the strategies agreed in the ALCO and therefore must execute the 
corresponding derivative transactions within the approved limits and policies, as well as giving them the required 
follow-up to all current operations. The bank will not make use of derivative instruments for any speculative 
purpose (to trade in the short term – "trading"). The bank will use derivatives for the following purposes:  

 
a. The management of the risks of the bank's assets and liabilities. 
b. Execute derivatives for clients who request them as part of the management of their own risks as 

stipulated in the Bank's Business Banking Credit Policies and Procedures Manual. These derivatives must 
be covered (there will be no exposure).  

c. Execute FX Forwards of clients as stipulated in the Manual of Credit Policies and Procedures for Business 
Banking of the bank. These derivatives must be covered (there will be no exposure).  

d. Take a credit risk position using CDS according to the limits of the Investment Manual of Banco General, 
S.A. and Subsidiaries and backing said position with foreign deposits with maturity of up to 30 days, bills, 
notes or U.S. Treasury bonds. This would be done to improve the profitability or liquidity of the bank by 
being able to invest in the credit of an issuer, through a synthetic bond, using the credit limits established 
by the bank efficiently and investing the funds in very liquid assets.  

e. As part of the management of managed portfolios. Managed portfolios will be allowed to use derivatives 
if they meet the limits set for each portfolio (duration, credit and currency).  

 
The Treasury must maintain a daily report of all current positions and unrealized gains and losses. Current 
positions will be valued and accounted for daily according to the nature of each transaction and the relevant NIIFs.  
The valuation and accounting of all derivative transactions will be governed by the provisions of the Investment 

Manual of Banco General, S.A. and Subsidiaries.  

The policy of approval of new types of derivatives will be detailed in the Investment Manual of Banco General and 

Subsidiaries. 

The bank may only use as a counterparty in these operations Financial Institutions with a minimum long-term risk 
rating of A from S&P or A2 from Moody's or A from Fitch and its subsidiaries. In the case of a counterparty that 
does not meet the above condition, an approval of the Board of Directors will be needed to be able to carry out 
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this type of transaction. In the case of clients of Banco General, S.A. and Subsidiaries that are counterparties in 
derivative operations, they will be approved as stipulated in the Manual of Credit Policies and Procedures for 
Business Banking of the bank. 
 
(b) Structure and organization of the market risk management function: description of the market risk 

governance structure established to implement the strategies and processes of 
the  bank;  and,  describing  the  relationships  and  the  communication mechanisms between the different 
parties involved in market risk management, and 

(c) Scope and nature of risk reporting and/or measurement systems. 
 
The Board of Directors will ensure that the ALCO effectively identifies, measures, monitors, and controls market 
risk, and that the established policies, procedures, and systems comply with the approved market risk policies. To 
control the market risk exposure of the Bank, the Board of Directors has established investment policies that 
include limits based on amount, credit rating, type of assets allowed, duration, issuer or issue, and individual 
security duration and rating, among others, which are included in the Investment Manual of Banco General and 
Subsidiaries. Monthly in the Treasury Committee, quarterly in ALCO, the Risk Unit must present a certification of 
compliance with these limits and at least annually check that they are properly created in the front office system 
of the Treasury.  
The surveillance measures for an adequate control of market, liquidity, credit and FX risks and the entities that 

define and carry out the analysis and management of such risks, are defined in the ALCO and Investment manuals 

of Banco General, S.A. and subsidiaries (“BG”). Below we present a summary of these areas and their 

responsibilities: 

1. The BOD establishes the strategic direction of the Bank and its risk tolerance to interest rate, market, FX, 

liquidity, derivative, country, and credit risks, through general guidelines and specific policies. The Board sets limits 

according to risk tolerance in each of these categories and establishes the areas of the Bank that are responsible 

for tracking and managing these risks and their functions.  

2. ALCO is mainly responsible for:  

a. Managing and monitoring BG’s balance sheet to measure and adequately define the risks to which it 
is exposed. 

b. Developing and proposing to the BOD policies for the management of BG’s assets and liabilities 
c. Identifying, tracking, and establishing strategies to manage and control: 

a. The movement of interest rates (interest rate risk) 
b. The movement of foreign currency (FX risk) 
c. The movement in the price of assets and liabilities (market risk) 
d. The structure of maturities and the volatility of assets and liabilities (liquidity risk) 
e. The overall level of risk of the portfolio of loans and investments (credit risk).  
f. The risk of derivative positions 

d. Monitoring the financial statements of BG and subsidiaries considering: 
a. Local and international economic and financial environment 
b. The business plan established by the Bank. 
c. The limits and policies established by the BOD. 

e. Developing and implementing strategies to maintain the Bank´s net interest margin within the levels 
established in the annual budget, and within a framework of risk policies previously established and 
approved by the Board. 

f. Maintaining a level of capitalization appropriate to manage all the risks to which BG is exposed.  
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g. Maintaining an appropriate risk/return balance 
h. Maximizing the returns to BG’s shareholders within previously established risk parameters. 

 
3. The Treasury is mainly responsible for:  

a. Monitoring and managing the interest rate, FX, liquidity, derivative, credit and market risks. 
b. Executing the purchase and sale of investments, and placements and receipt of interbank deposits 

within the limits and policies established by the BOD, following up on interest rates and capital 
markets, and proposing changes to the composition and duration of BG’s various portfolios on 
different scenarios of rate and credit risk. 

c. Permanently monitoring the levels of liquidity and the uses and sources of funds to determine 
compliance with existing policies. 

d. Monitoring the valuation of the investment portfolio. 
e. Maximizing BG’s return on liquid assets while complying with the limits established by the Board. 
f. Proposing to the Board, the Credit Committee of the BOD, the Risk Committee of the Board, or the 

ALCO, jointly with the EVP of finance, inclusion of new titles, securities or investment portfolios, or 
changes to the existing portfolios. 

g. Obtaining institutional funds as set out by the ALCO and the BOD in terms of amount, term, and 
structure. 
 

4. The Risk Department is mainly responsible for:  

a. Verifying compliance with all the limits and guidelines of the investment and the ALCO manual. 
b. Certifying that reports submitted to the ALCO for the management of liquidity risk, market risk, 

interest rate risk, FX risk, derivative risk, and credit risk (related to fixed-income investments) is 
framed within the methodologies, models, procedures, parameters, policies and/or limits approved 
by the BOD or the ALCO. 
 

5. The Risk Committee of the Board is mainly responsible for:  

a. Approving methodologies, procedures, parameters, guidelines and/or limits, contingency plans, or 
adjustments to existing ones for the management of liquidity risk, market risk, interest rate risk, FX or 
exchange rate risk, derivative risk, and credit risk (related to fixed-income investments), which shall 
be subject to the approval of the BOD. 

b. Follow-up on exposures to risks and compare these exposures against policies and limits approved by 
the BOD or the body designated by it. 

c. Assess these risks against BG’s solvency and stability. 
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12.2 Template MR1: Market risk under the standardised approach 
 
Purpose: Display the components of the capital requirement under the standardized approach for market 
risk. 
 
Scope of application: Mandatory for applicable banks. 
 
Content: Risk-weighted assets. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed. 
 

 
BGO does not apply the standardized approach to market risk given that the Bank does not have a trading 
portfolio. 
 
 
  



MARKET DISCIPLINE DISCLOSURE REQUIREMENTS  
Banco General (Overseas), INC 
 

74 
 

13. OPERATIONAL RISK 
 
13.1 Table OPR: Qualitative and quantitative disclosure requirements related to operational risk 

 
Purpose: Provide a description of the risk management objectives and policies concerning operational risk 
and to disclose operational risk regulatory capital requirements and aggregate operational losses incurred 
both in the current period and historical period. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Qualitative and quantitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  
 

 
Qualitative disclosures: 
 
(a) Banks are required to describe their risk management objectives and policies, including: 

• strategies and processes; 

• the structure and organisation of the operational risk management and control 
function; 

• the scope and nature of operational risk reporting and/or measurement systems; and 

• policies for hedging, transferring and/or mitigating risk and strategies and processes for monitoring the 
continuing effectiveness of hedges/transfers/mitigants. 

 
Operational risk is the possibility that losses may occur due to the inadequate, failure or deficiencies in the 
processes, of personnel, internal systems or external events. The definition includes the legal risk associated with 
those factors.  
 
The parent company has designed a decentralized operational risk management model in the Bank which has 
gradually been implemented.  
 
The operational risk management model, addresses within its key functions the following:  
 
• Definition of strategies and implementation of Business Continuity Plans for the critical processes • Identification 
and assessment of risks  
• Reporting of incidents and loss events  
• Evaluation and follow up of risk mitigating actions  
• Assessment of operational risks in new initiatives  
• Periodic training with the areas staff.  
 
In addition to the Operational Risk Unit, the following areas manage operational risk intrinsically within its 
functions:  
 
• Operational Risk Unit  
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• Risk Management of Information Technology  
• Information Security  
• Prevention and Fraud Control  
• Corporative Security.  
 
As part of the Corporate Governance Model; strategy, methodology and monitoring of action plans for events and 
risks measured as critical and high are reported to the Executive Committee of Operational Risk and, on a quarterly 
basis, to the Board’s Risk Committee.  
 
The Corporate Internal Audit Department reviews and validates compliance of defined policies and methodologies 
in accordance with existing regulations, the results of which are presented to the Corporate Audit Committee. To 
ensure that appropriate responsibility is allocated for the management, reporting and escalation of operational 
risk, the bank operates a ‘three lines of defense’ model as indicated below:  
 

1. The first line of defense is business line management. It has the primary responsibility of identifying, 
managing and mitigating risks associated with the products and processes of its business. It engages in 
regular testing of the adequacy and effectiveness of controls and compliance with the Bank’s policies, 
including the Bank’s Operational Risk Policy Handbook.  

2. The second line of defense is the Bank’s Operational Risk Section within the Risk Department. This section 
is responsible for the design, ownership, and implementation of the Operational Risk Model (ORM). The 
ORM incorporates key processes including risk and control self-assessments, scenario analysis, and data 
collection on losses, new product approval processes, and risk indicators. The Operational Risk Section 
oversees the management of different business segments and provides expert support and advice 
regarding operational risk. 

3. The third line of defense is audit. Internal Audit is responsible for assessing compliance with the ORM and 
for providing independent evaluation of the adequacy and effectiveness of the risk control framework.  

 
Banco General has contracted an insurance policy that covers, among others, infidelity of employees, premises, 
and transit.  BGO is included as a beneficiary of this policy.  
 
Quantitative disclosures: 
 
(b) Quantitative disclosures expected from the banks include: 

• Risk exposure (by business line if available); 

• The operational risk capital charge as a % of minimum regulatory capital; and 

• Operational losses (in total or by business line if available). 
 

The Operational Risk Section reviews all BGOs processes and products to identify, measure, monitor and control 
all relevant operational risks associated with BGO´s operation.   
 
In 2023, BGO had a total of seven (7) major processes with all the operational causes of risks identified.  The 

operational causes of risks totaled 17, with none of them categorized as high risk.  BGO has a policy of auto 

evaluating the causes of risk depending on the level of exposure.  These processes maintain causes of risk 

categorized as “low level” and “medium level” exposures.   

BGO does not expect any future losses because of these risks.   
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BGO has not reported any losses due to Operational Risk during the last years. 
 
The table below summarizes the BGO’s operational risk capital requirements and RWA for 2024:  
 
(US$) 
 
 
 
  

OPERATIONAL RISK Capital charge Capital Requirements RWA

Basic Indicator Approach 15% $18,072,497.25 $120,483,315.00
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14. INTEREST RATE RISK IN THE BANKING BOOK  
 
14.1 Table IRR: Qualitative and quantitative disclosure requirements related to interest rate risk in the banking 

book (IRRBB)  
 
Purpose: Provide a description of the bank’s risk management objectives and policies concerning IRRBB 
and changes in economic value of equity and net interest income under each of the prescribed interest 
rate shock scenarios.  
 
Scope of application: Mandatory for all applicable banks that are subject to IRRBB. Content: Qualitative 
and quantitative information. The bank must report for the current period and for the previous period for 
quantitative information.  
 
Frequency: Annually.  
 
Format: Flexible.  
 

 
Qualitative disclosures  

Banks are required to describe their risk management objectives and policies, including:  

a. A description of how the bank defines IRRBB for purposes of risk control and measurement:  

 

Interest rate risk is defined as the potential loss of net income or equity value, caused by the inability of the 

bank to adjust the returns on its assets sensitive to changes in interest rates, in combination with its liabilities 

sensitive to interest rates. The Board of Directors Risk Committee and the Board of Directors approved the 

ALCO Manual where the management of interest rate risk is properly documented. 

 

To manage, mitigate and reduce interest rate risk, the assets and liabilities of the bank are managed in a way 

as to maintain the bank's net interest margin within the levels established in the annual budget and within a 

framework of risk policies previously established and approved by the Board of Directors. The management 

of interest rate risk implies knowing the current situation of the bank (current position of assets and liabilities 

and NIM levels) as well as how movements in local and international interest rates affect the NIM and 

therefore the bank profits. Additionally, with a perspective on the future of rates and the environment, the 

ALCO may develop strategies that maximize the bank's profits within the risk limits established in this policy. 

 

The Treasury will manage interest rate risk and will keep the ALCO and the Executive Vice Presidency of 

Finance informed. Many reports have been developed and limits established as detailed in the ALCO Manual, 

which will allow the Treasury and the ALCO, to take early actions to maintain an interest rate risk position in 

accordance with the parameters established by the Board of Directors. 

 

The Treasury and the ALCO review monthly repricing gap reports and run quarterly simulations of interest 

rate shocks of 100 and 200 bps increments and decreases to evaluate their impact on the economic value of 

the Bank´s balance sheet.  

 



MARKET DISCIPLINE DISCLOSURE REQUIREMENTS  
Banco General (Overseas), INC 
 

78 
 

The Bank also performed an evaluation of the impact of interest rate risk in the banking book (including the 

investment portfolio) using the guidelines provided by CIMA on “The Supervisory Review Process (Pillar 2) 

Rules and Guidelines-Annex III”. The idea of this evaluation is to assess the impact of a 200pbs increase in 

rates (parallel shift) on the Bank’s balance sheet using a repricing gap report and weighting each time band 

gap by the given weights provided by CIMA.  

 

b. A description of the bank’s overall IRRBB management and mitigation strategies;  

IRRBB is managed as a risk as well as a capital assessment process. IRRBB exposures that affect both earnings 

and economic value have been identified and are adequately measured, monitored and controlled based on 

policies. The objective is for the bank to monitor that its internal capital is commensurate with the level of 

IRRBB. 

For this regard the bank has established the following: 

• Appropriate limits on IRRBB, including establishing procedures and approvals necessary for ensuring 

compliance with those limits. 

• Systems and standards for measuring IRRBB, valuing positions and assessing performance, including 

procedures for updating interest rate shocks, stress scenarios and key underlaying assumptions. 

• A comprehensive IRRBB reporting and review process. 

• Effective internal controls and management of information systems. 

 
c. The periodicity of the calculation of the bank’s IRRBB measures, and a description of the specific measures 

that the bank uses to gauge its sensitivity to IRRBB;  
 
The Bank runs quarterly simulations on the balance sheet by applying interest rate shocks of 100 and 200 bps 
increments or reductions to calculate the impact on its value and potentially on the capital of the Bank. Given 
the current level of rates we consider this a severe scenario. 
 

d. A description of the interest rate shock and stress scenarios that the bank uses to estimate changes in the 
economic value and in earnings  
 
The sensitivity of the economic value of the balance sheet measures the impact of interest rate changes in 
terms of the market value of the bank's assets and liabilities, including interest rate derivatives. The economic 
value is calculated using different shocks of increase or reduction in interest rate curves and comparing the 
results to the current economic value. This method uses shifts in the interest rate curve and by performing a 
complete evaluation discounting future cash flows, it allows to capture the effect of the convexity of 
investment prices. The economic value is calculated as the sum of the present value of all the flows reduced 
by the amount of the accrued interests since the last interest payment, that will originate in the future from 
assets and liabilities operations. Because the economic value perspective considers the potential impact of 
changes in interest rates on the present value of all future cash flows, it provides a more complete view of the 
possible long-term effects of changes in interest rates compared to the NIM which offers a more short-term 
view. 
 
The exercise is performed with a base scenario in which interest rates are set based on their current position 
and projections.  At the same time, sensitivity scenarios are created where rates are stressed to increase or 
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to reduce. The cash flows of capital and interests in each scenario are performed at a transactional level 
considering: 

• Contractual terms  

• Estimated prepayments per scenario for some investment products (MBS, Short Sales, ABS) 

• Increase/reduction in the projected interest rates  

• Increase/reduction in discount rates 

As a result, the model provides the economic value when it calculates the present value reducing the 
accumulated interest rates at the current position.  The variance between the base market value results and 
the ones obtained in each scenario, provides the potential projected gain or loss in the portfolio of the balance 
sheet. 
 

e. The scope and nature of risk reporting and/or measurement systems;  
 
Interest rate risk is defined as the potential loss of net income or equity value, caused by the inability of the 
bank to adjust the returns on its assets sensitive to changes in interest rates, in combination with its liabilities 
sensitive to interest rates. The Board of Directors Risk Committee and the Board of Directors approved the 
ALCO Manual where the management of interest rate risk is properly documented. 
 
Changes in interest rates affect the bank in different ways and the measurement of the effect of changes in 
interest rates are viewed mainly from two perspectives: 

• Effect on results: 

• Financial Margin (Net Interest Income): income accrued for interest rates on assets less costs 
accrued for interest rates on liabilities. 

• Profits or losses from financial operations: purchase and sale of financial instruments and 
revaluations of open positions in financial instruments  

• Effects on the economic value of equity due to changes in assets, liabilities, and derivatives sensitive 
to interest rates. 

 
The Treasury will manage interest rate risk and will keep the ALCO and the Executive Vice Presidency of 
Finance informed. Many reports have been developed and limits established as detailed in the ALCO Manual, 
which allows the Treasury and the ALCO, to take early actions to maintain an interest rate risk position in 
accordance with the parameters established by the Board of Directors. 
 

The management of interest rate risk by the ALCO implies knowing the current situation of the bank (current 

position of assets and liabilities and level of the NIM) and how movements in local and international interest 

rates affect the NIM and therefore the bank earnings. Based on the foregoing and a perspective on the future 

of a) rates and b) the environment, the ALCO is able to develop strategies that maximize the bank's profits 

within the risk limits established in its policies. In order to carry out this task, the ALCO must follow up on 

different reports and variables presented quarterly that are detailed in the ALCO Manual.  

 

The Bank utilizes the Modelo de Información Gerencial or “MIG” as its management information system.  MIG 

is a database of financial information organized and programmed in a way that produces regular reports used 

to manage risks and its capital needs and helps monitor the risks limits approved by the Board of Directors.  

MIG also provides a single view of the data at the corporate level and provides indicators to measure 

compliance and efficiency of business goals.  In addition to MIG, for the management of interest rate risk, 
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market risk and liquidity risk, the Bank uses FIS BancWare ALM 6 2021.2.0, Bloomberg – AIMS (Bloomberg 

asset and investment manager), PAM (Portfolio accounting and management), Yield Book, and Aladdin PRT 

tool from BlackRock Inc.  Calculations are usually done at the transaction level. The reports generated and 

used by the ALCO, Board of Directors, Board of Directors Risk Committee and Executive Risk Committee to 

monitor periodically the exposures to risks and compare said exposures with the policies and limits approved 

by the Board of Directors. 

 

f. Policies for hedging and/or mitigating IRRBB as well as the associated accounting treatment and strategies 

and processes for monitoring the continuing effectiveness of hedges/mitigants;  

 

Banco General (Overseas), Inc. does not use and has not used hedging derivatives to mitigate IRRB. However, 

if in the future the bank decides to do this the area responsible to execute derivatives to hedge the IRRB would 

be the Treasury department of Banco General and the hedging strategy has to be approved by the ALCO. The 

policies related to hedging are incorporated in the Investment Manual of Banco General, S.A. and Subsidiaries 

annex X. 
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g. A description of key assumptions, including assumptions regarding loan prepayments and behaviour of non-

maturity deposits, and any other assumptions. 

 

Economic value assumptions: 

 

(1)    Loans have capital prepayments based on the bank’s budget for the year  

(2)    Non-Accrual loans follow their contractual amortization given that the recovery process is 

short.  

(3)    MBS, Short Sales and ABS have single monthly mortality (SMM) capital prepayments. 

(4)    All instruments are projected based on their contractual maturity and are not replaced by any 

new business. 

(5)    In scenarios of interest rate cut, there is a floor of 0% on coupons as well as on discount rates. 

(6)    Non maturity deposits don’t project gain or loss per scenario 
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Quantitative disclosure  

Bank’s should report the increase/(decline) in net interest income or economic value of equity (or relevant 

measure used by management) for upward and downward interest rate shock scenarios according to 

management’s method for measuring IRRBB, broken down by currency (as relevant). 

Economic Value December 2024: 

 

Based on December 31, 2024 balances, the Bank’s equity could lose $26,287,432 and $56,253,432 respectively, 

if rates increase by 100 and 200 bps (or 2.91% and 5.79% of the capital of the Bank, respectively). 

Economic Value December 2023: 

 

Based on December 31, 2023 balances, the Bank’s equity could lose $34,735,265 and $70,335,695 respectively, if 

rates increase by 100 and 200 bps (or 3.89% and 7.88% of the capital of the Bank, respectively).

-100pbs +100pbs -200pbs +200pbs

ASSETS

CASH AND DEPOSITS 216,092 0.36 216,092 782 -775 1,571 -1,543 0% 88%

INVESTMENTS 1,088,960 3.00 1,088,333 32,424 -32,701 63,903 -64,422 14% 74%

DERIVATIVES LINKED TO ASSETS 4,746 -0.56 4,746 -6,671 6,063 -14,131 11,478 0% 0%

LOANS 653,376 0.27 643,004 3,595 -2,565 8,412 -5,137 35% 0%

TOTAL ASSETS 1,963,173 1.49 1,952,174 30,130 -29,978 59,756 -59,623 20% 51%

LIABILITIES

DEPOSITS 923,923 0.18 923,653 -1,695 1,683 -3,403 3,354 0% 94%

TOTAL LIABILITIES 970,865 0.17 970,595 -1,703 1,691 -3,418 3,370 0% 94%

ASSETS - LIABILITIES 992,309 1.32 981,579 28,427 -28,287 56,337 -56,253

BOOK 

VALUE

EFFECTIVE 

DURATION

MARKET 

VALUE

GAIN/LOSS PARALLEL 

VARIATIONS

GAIN/LOSS PARALLEL 

VARIATIONS

DECEMBER 2024

TYPE OF PRODUCT

US$ thousands

% 

BALANCE 

WITH 

FLOOR

% 

BALANCE 

WITH 

FIXED 

RATE

-100pbs +100pbs -200pbs +200pbs

ASSETS

CASH AND DEPOSITS 234,832 1.04 231,705 2,374 -2,324 4,801 -4,598 0% 76%

INVESTMENTS 1,152,579 3.46 1,151,501 38,945 -38,522 76,911 -77,343 16% 78%

DERIVATIVES LINKED TO ASSETS 5,441 -0.58 5,441 -6,584 6,674 -13,220 12,822 0% 0%

LOANS 541,081 0.16 521,664 1,650 -1,319 3,694 -2,719 21% 0%

TOTAL ASSETS 1,933,934 1.91 1,910,312 36,385 -35,491 72,187 -71,838 15% 56%

LIABILITIES

DEPOSITS 1,103,576 0.07 1,103,520 -764 756 -1,538 1,503 0% 93%

TOTAL LIABILITIES 1,103,576 0.07 1,103,520 -764 756 -1,538 1,503 0% 93%

ASSETS - LIABILITIES 830,358 1.84 806,792 35,621 -34,735 70,649 -70,336

DECEMBER 2023

TYPE OF PRODUCT

US$ thousands

% 

BALANCE 

WITH 

FLOOR

% 

BALANCE 

WITH 

FIXED 

RATE

BOOK 

VALUE

EFFECTIVE 

DURATION

MARKET 

VALUE

GAIN/LOSS PARALLEL 

VARIATIONS

GAIN/LOSS PARALLEL 

VARIATIONS
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15. REMUNERATION 

 
15.1 Table REM: Qualitative and quantitative disclosure requirements related to remuneration 

 
Purpose: The Authority believes that incorporating the Basel II Pillar 3 disclosure requirements on 
remuneration will support effective market discipline and will allow market participants to assess the 
quality of the compensation practices and the quality of support for a bank’s strategy and risk posture. 
The requirements have been designed to be sufficiently granular and detailed to allow meaningful 
assessments by market participants of a bank’s compensation practices, while not requiring disclosure of 
sensitive or confidential information. 
 
Scope of application: Mandatory for all applicable banks. However, the Authority acknowledges that due 
to the size and complexity of some banks, some of the disclosure requirements may be exempted on the 
grounds that the information may not be material or is confidential. Banks must however obtain approval 
from the Authority for any such exemption. 
 
Content: Qualitative and quantitative information. 
 
Frequency: Annually. 
 
Format: Flexible.  
 

 
Qualitative disclosures: 
 
(a) Information relating to the bodies that oversee remuneration.  Disclosures should include: 

 

• Name, composition, and mandate of the main body overseeing remuneration. 
 
As established in the Corporate Governance Manual of Grupo Financiero BG, the Human Capital, Corporate 
Governance and ESG Criteria Committee of the Board of Directors is the body responsible for ensuring compliance 
with the good compensation practices of Banco General and Subsidiaries.  As it has a corporate scope, these 
principles apply to BGO.  
 
For the time being, BGO does not have personnel directly assigned solely to its operation, but when they become 
available, the same principles and parameters established by GFBG would apply to them. 
 
In compensation matters, the responsibilities of the Human Capital, Corporate Governance and ESG Criteria 
Committee of the Board of Directors include: 
 

• Inform the Board of Directors of Grupo Financiero BG of the activities, issues, conclusions, and relevant 
recommendations approved by the Committee in all matters related to Human Capital management. 

• Establish and monitor compliance with the organization's policies regarding compensation, incentives, 
and employee benefit programs. 

• Request periodic and timely explanations regarding the reports of audits or instances that they consider 
may have an impact on the company's human capital management. 
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• Make a proposal for the performance evaluation of the EVP and General Manager and submit it to the 
Board of Directors for approval. 

• Monitor the performance of the Bank's Executive Vice Presidents, their compensation levels and 
professional development. 

 
The Committee is composed as follows: 
 
Chairman: Raul Aleman Z. - Chairman of the Board of Directors of GFBG 
Coordinator: Makelin Arias - EVP of Human Capital and Corporate Services 
Members: Emmanuel González Revilla L., Luis Carlos Motta V. (Directors) and Tatiana Fábrega de Varela 
(Independent Director) 
Participants: EVP and General Manager 
 
The Committee meets at least three times a year and has duly documented and published bylaws (last update: 
August 2024) 
 
The organization's compensation management is carried out by the Human Capital and Corporate Services 
Division, specifically through its Compensation and Support Area, which is responsible for overseeing the total 
compensation management of Banco General and Subsidiaries. 
 
To ensure management independence, the Compensation and Support area conducts market studies, identifies, 
and submits proposals based on the best market practices for consideration by the Human Capital and Corporate 
Services EVP, generates information and general policies, and prepares the indicators necessary for management 
evaluation.  However, the operational management directly with the different leaders of the bank and its 
collaborators is executed in the area of Advisory and Internal Relations, in such a way that the one who defines 
and analyzes trends and policies is not the one who executes them. 
 

• External consultants whose advice has been sought, the body by which they were commissioned, 
and in what areas of the remuneration process. 

 
GFBG uses market information from MERCER, a leading global compensation and salary survey company, and 
chosen by Panamanian Banking Association as the provider of the official salary survey for the sector.  Every year, 
the compensation information of Banco General and Subsidiaries' employees in Panama is provided and the 
results are received, which are used as input for management decisions.  MERCER also provides training to HC 
personnel, as part of the continuous training of the area.  Salary information for the offices outside Panama is 
handled with recognized suppliers in each of the countries, which is collected more sporadically given the limited 
rotation and number of employees in these countries.  In 2024 Banco General Costa Rica also participate in annual 
salary surveys prepared by MERCER. 
 

• A description of the scope of the bank´s remuneration policy (e.g. by regions, business lines), 
including the extent to which it is applicable to foreign subsidiaries and branches. 

 
Human Capital and Corporate Services Division´s scope includes Banco General and Subsidiaries, which is why the 
management model described here applies to all GFBG employees at the corporate level.  The final decisions for 
each employee, within the defined limits, are made jointly by the executive personnel of each area, together with 
the advice of the Human Capital Advisor who serves that area. 
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Likewise, there is a Compensation Policy duly approved by the Human Capital and Corporate Governance 
Committee, which establishes the general guidelines that govern the compensation management of BG and 
Subsidiaries in all countries in which it operates.   
 
(b) Information relating to the design and structure of remuneration processes.  Disclosures should include: 

 

• An overview of the key features and objectives of remuneration processes. 
 

The Compensation Policy of Banco General and Subsidiaries establishes that the Human Capital and Corporate 
Services Department is responsible for maintaining an adequate balance between employee satisfaction with the 
compensation obtained and the competitiveness of the organization. 
 
Its general objective is to define the strategy and determine the parameters by which the organization's 
compensation scheme will be governed, as a key element to transmit its cultural values to its members, and to 
integrate said compensation strategy to the rest of the human capital management standards and practices of 
Banco General and Subsidiaries. 
 
Banco General's compensation policy summarizes the Board of Directors' intention to fairly combine the business 
strategy with the development of the organization's employees and to maintain an adequate balance between 
external competitiveness and internal equity. 
 
It establishes that the organization will maintain an attractive and competitive compensation and benefits scheme 
that will allow it to attract and retain personnel with the competencies and values that best fit the culture of the 
institution, based on standardized criteria of equity free of gender bias and all types of discrimination. 
 
It is also established that the total rewards system will be adjusted to the differences inherent to the hierarchical 
structure, having established different models of remuneration, retribution and/or benefits for the different levels 
of position in the organization. 
 

• Whether the remuneration committee reviewed the firm´s remuneration policy during the past 
year, and if so, an overview of any changes that were made, reasons for the changes and their 
impact on remuneration. 

 
No changes were made to GFBG's Compensation Policy during 2023. 
 
 

• A discussion of how the bank ensures that risk and compliance employees are remunerated 
independently of the business they oversee. 

 
For remuneration purposes, the valuation of the organization's positions is not associated with the line of business 
managed by each position, which is why no salary differences are established related to the business area 
managed, including Risk and Compliance personnel in this model. 
 
(c) Description of the ways in which current and future risks are taken into account in the remuneration 

processes.  Disclosures should include: 
 



MARKET DISCIPLINE DISCLOSURE REQUIREMENTS  
Banco General (Overseas), INC 
 

86 
 

• An overview of the key risks that the bank takes into account when implementing remuneration 
measures. 

 
Remuneration models in Panama are clearly regulated by the Ministry of Labor and the Social Security Fund of the 
country.  Banco General and Subsidiaries guarantees compliance with all legal provisions defined in the country 
through the support provided by the Legal Counsel Department and external lawyers specialized in labor matters 
(ALCOGAL) hired by the organization as advisors and guarantors of compliance with such provisions.  Likewise, we 
have a payroll payment platform supported by the most recognized company in the country in this matter, which 
has among its responsibilities to guarantee the Bank's compliance with the social security elements. 
 
In countries in which we have a presence outside Panama, remuneration is outsourced to Deloitte, also contracted 
to ensure compliance with the regulatory provisions of each country, since these are the elements identified as 
risky in terms of remuneration. 
 

• An overview of the nature and type of the key measures used to take account of these risks, 
including risks difficult to measure (values need not be disclosed). 

 
The organization has an operational risk matrix that includes a risk category called "Labor Relations and Workplace 
Safety", with a specific risk type for "Remuneration issues (non-compliance with contract, regulations and/or Code 
of Ethics)".  Only incidents of an operational nature (human error) of low impact and without repercussions for 
the organization, materialized.   
 

• A discussion of the ways in which these measures affect remuneration. 
 

These risks are minimal, and none have materialized that could affect compensation decisions. 
 

• A discussion of how the nature and type of these measures has changed over the past year and 
reasons for the change, as well as the impact of changes on remuneration. 

N/A 
 
(d) Description of the ways in which the bank seeks to link performance during a performance measurement 

period with levels of remuneration.  Disclosures should include: 
 

• An overview of the main performance metrics for bank, top-level business lines and individuals. 
 

The main element of performance measurement is the annual performance evaluation process, which applies to 
all employees of Banco General and Subsidiaries.  During the last three years, compliance has been at least 98.7%. 
The result of the evaluation is one of the elements taken into consideration for the payment of variable 
compensation, together with other qualitative elements provided by the immediate supervisor. All evaluations 
include direct feedback to the employee, who has permanent access to the document.  The same process applies 
to all employees, who are evaluated by their direct manager, including personnel reporting to the Board of 
Directors. 
 

• A discussion of how amounts of individual remuneration are linked to bank-wide and individual 
performance. 
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Annually, the Budget Committee establishes and approves a maximum amount to be used for salary increases, 
based on the financial reality of the business and the market.  The individual allocation is made by Human Capital, 
together with the executive in charge of the employee, taking into consideration their current remuneration 
levels, their performance in the area, their position level and their positioning in the salary band to which the 
position corresponds. 
 

• A discussion of the measures the bank will in general implement to adjust remuneration in the 
event that performance metrics are weak including criteria for determining weak performance 
metrics. 

 
Since salary reductions are not allowed in Panama, in the case of employees who are below the minimum 
expected performance level, an individual analysis is carried out and, in consensus with the manager, a decision 
may be made not to increase the annual salary of these employees.  In addition, these employees receive periodic 
monitoring of their performance levels and the corresponding feedback.  If they are within their first two years of 
work, and in accordance with Panamanian labor legislation, a decision may be made to terminate their 
employment before the expiration of the two-year period. 
 
(e) Description of the ways in which the bank seeks to adjust remuneration to take account of longer-term 

performance.  Disclosures should include: 
 

• A discussion of the bank´s policy on deferral and vesting of variable remuneration and, if the 
fraction of variable remuneration that is deferred differs across employees or groups of employees, 
a description of the factors that determine the fraction and their relative importance. 

 
The organization has a long-term retention program aimed at executive and management personnel through a 
stock option.  The Bank grants them the possibility of purchasing Grupo Financiero BG shares at a fixed offer price 
for a period of 7 years. The right to exercise (purchase) the option begins the second year after the date on which 
they are granted.  They can be exercised in a staggered manner: 20% per year from the second to the sixth year. 
 
An employee is eligible to receive options every five years, and the eligibility to receive or not to receive options 
is aligned with a variety of factors: individual performance, future potential and criticality of the position held, 
among others.  The primary determinants will be the individual's role and level of responsibility, past and expected 
future contributions.  This determination is made by Senior Management and the results are presented to the 
Human Capital and Corporate Governance Committee of the Board of Directors. 
 
The maximum amount to be granted is defined based on the level of responsibility of the position in the salary 
scale.  The program is reviewed annually to include those who may be eligible to join the program. The price is 
determined by taking the average share price on the Panama Stock Exchange for the quarter prior to the date the 
options are granted and applying a 10% discount. 
 

• A discussion of the bank´s policy and criteria for adjusting deferred remuneration before vesting 
and (if permited by national law) after vesting through claw-back arrangements. 

 
If the employment relationship terminates, either by mutual agreement or resignation, after the date on which 
the employee acquired the right to exercise, the employee has up to 30 calendar days from the date of departure 
to exercise such options. If he/she terminates his/her relationship with the Bank before acquiring the right to 
exercise, he/she loses these options. 
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If the separation is caused by death or total disability, the beneficiaries or the disabled employee has the right to 
exercise the actions available at the date of separation within six (6) months from that date. 
 
If the employee retires, he/she will have the right to purchase 100% of the vested shares and will have a term of 
twenty-four (24) months to exercise them.  If at the time of retirement from the Bank he/she has more than 20 
years in the institution, Senior Management has the power to advance the expiration date of the options 
outstanding at the time of retirement from the Bank. 
 
(f) Description of the different forms of variable remuneration that the bank utilises and the rationale for using 

these different forms.  Disclosures should include: 
 

• An overview of the forms of variable remuneration offered (i.e. cash, shares and share-linked 
instruments and other forms). 
 

• A discussion of the use of the different forms of variable remuneration and, if the mix of different 
forms of variable remuneration differs across employees or groups of employees, a description of 
the factors that determine the mix and their relative importance. 

 
As a general principle, the Bank seeks to grant a fixed remuneration that provides economic stability and adequate 
quality of life to all members of the organization, which is set and reviewed periodically based on factors such as 
the economic situation of the country, the particular conditions of the labor market in general and the financial 
industry in particular, the characteristics of the position, the seniority and performance of the employee in that 
position. 
 
In addition to the fixed remuneration, the organization has variable remuneration schemes that seek to motivate 
employees to increase their performance and commitment to the organization, without compromising the work 
ethic aligned with the organizational values, which are non-negotiable.  This variable income complements the 
total compensation of its employees. 
 
The employee's total remuneration will be composed of a fixed income and other variable income, which may or 
may not be subject to the individual performance of each employee. 
 
The organization's principles of fairness and equity in compensation are always maintained, seeking to ensure that 
each employee is fairly compensated for the work performed, regardless of gender, religion, marital status or 
personal condition. 
 
Variable compensation is defined as any short-, medium- or long-term payment scheme that motivates people to 
achieve specific goals or objectives of their own free will and rewards specific performance results.  The amounts 
assigned under this scheme may vary or be eliminated, depending on personal, group or organizational results, at 
the company's discretion. The different models of variable compensation in the organization are: 
 

a. Incentive: Short-term variable compensation that rewards incremental production over a 
minimum that must be covered by the employee's fixed compensation and that applies to specific 
positions that use this compensation scheme in the local market.  It is paid monthly, and the 
average amounts received usually do not exceed 50% of the employee's fixed remuneration.  In 
cases of extraordinary performance, monthly amounts may reach 70% of the employee's fixed 
salary or more. 
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b. Profit sharing: Medium-term variable compensation that depends directly on the general results 
of the organization and is defined unilaterally by the Board of Directors of the organization. 

i. General: That granted to the majority of employees and whose amount is defined by the 
results at the organizational level.  During the year 2023, the amount per person was 
equivalent to 2 times salary for BG and Subsidiaries personnel, except for Banco General 
Costa Rica, where the amount assigned was equivalent to 1.40, due to its association with 
the results of the period.  Personnel with less than two years of service are granted on a 
proportional basis. 

ii. Variable:  That which is directly associated with the employee's performance.  An 
allocation table is established with specific and different maximum ratios (targets) 
according to the level of the person's position in the salary scale.  Depending on the 
performance of each individual in the evaluated period, a specific percentage of this 
maximum is assigned to define the amount to be received in this concept.  Applies to 
employees of BG and Subsidiaries, except for Banco General Costa Rica, in which case a 
variable is granted if the organization reaches certain defined minimums, and of BG 
Valores Securities Brokers, which have a specific and differentiated model. 

iii. Production / results related: Associated to the annual production of BG Valores' Wealth 
Management collaborators, according to the approved table.  Applies only to the position 
of securities broker and a specific percentage of variable remuneration is granted directly 
associated with the actual production of each individual in the period evaluated. 

c. Stock Option Plan: Long-term variable compensation.  Figure applicable exclusively to 
management level or higher, which recognizes the outstanding contribution to the results of the 
organization through the possibility of acquiring shares of the Bank at favorable conditions.  Main 
retention tool of the organization at managerial and executive level, whose general conditions 
have been detailed in the previous section. 
 

Quantitative disclosures: 
 
(g) Number of meetings held by the main body overseeing remuneration during the financial year and 

remuneration paid to its members 
 
During the year 2024, four Human Capital and Corporate Governance Committees of the Board of Directors were 
held. 
 
The only remuneration received by the members of the Board of Directors of Grupo Financiero BG, S.A., Banco 
General, S.A. and Subsidiaries is a per diem for participation in the meetings of the Board of Directors and the 
Board Committees. 
 
In the case of the BG and Subsidiary Board Committees, members receive a remuneration of US$600.00 per 
meeting. 
 
Exceptions: 
 

• Outside Director or Independent Director of GFBG and Banco General, S.A.: US$3,000.00 per month, in 
addition to the per diem corresponding to the different meetings of the Board of Directors and/or Board 
Committees. 
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• Director member of the Management of Banco General, S.A. and Subsidiaries does not receive per diem 
for participation in meetings of the Board of Directors or in committees of the Board of Directors. 

 
Other quantitative disclosures: 
 
Since BGO currently has no direct employees, there is no additional quantitative data to provide. 
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16. ASSET ENCUMBRANCE 
 
16.1 Template ENC: Asset encumbrance 

 
Purpose: To provide the amount of encumbered and unencumbered assets. 
 
Scope of application: Mandatory for all applicable banks. 
 
Content: Quantitative information. Carrying amount for encumbered and unencumbered assets on the 
balance sheet using period-end values. Banks must use the specific definition of “encumbered assets” as 
follows: Encumbered assets are assets that the bank is restricted or prevented from liquidating, selling, 
transferring or assigning due to legal, regulatory, contractual or other limitations. When the optional 
column on central bank facilities is used, encumbered assets exclude central bank facilities.  The definition 
of “encumbered assets” in Template ENC is different than that under the Liquidity Coverage Ratio for on-
balance sheet assets. Specifically, the definition of “encumbered assets” in Template ENC excludes the 
aspect of asset monetisation. For an unencumbered asset to qualify as high-quality liquid assets, the LCR 
requires a bank to have the ability to monetise that asset during the stress period such that the bank can 
meet net cash outflows. 
 
Frequency: Group (a) banks: Semi-annually. Group (b) banks: Annually. 
 
Format: Fixed.  

 
 
(US$) 

  
 
 
  

a b  c d

Encumbered 

assets

Central 

Bank 

Facilities

 Unencumbered 

assets 
Total

Investments and Other Financial Assets at Fair Value 

Through Profit or Loss

Corporate Shares                 -                   -                  628,783                628,783 

Coporate Bonds and Fixed Income Funds                 -                   -            120,473,815           120,473,815 

Mortgage Backed Securities (MBS) and Collateralized 

Mortgage Obligations (CMO's)

                -                   -   
           91,566,688            91,566,688 

Asset Backed Securities (ABS)                 -                   -               1,356,897              1,356,897 

Investments and Other Financial Assets at Fair Value 

OCI

Commercial Pages and Treasury Bills                 -                   -                         -                          -   

Corporate Bonds                 -            362,198,340           362,198,340 

Bonds by US Government (1)       4,998,650                 -              56,055,885            61,054,535 

Mortgage Backed Securities (MBS) and Collateralized 

Mortgage Obligations (CMO's)

-              -               466,408,476                   466,408,476 

Asset Backed Securities (ABS) -              -               3,398,463                         3,398,463 

Other Government Bonds -              -               923,881                             923,881 

Investments Amortized Cost

Corporate Bonds -              -               12,993,358                     12,993,358 

Accrued interest receivable -              -               210,920                             210,920 

Total 4,998,650    -                 1,116,215,506    1,121,214,156     

(1) As  of December 31st 2024 Banco General  (Overseas), Inc.  maintained $5,000,000 notional  ($4,998,650 market va lue) of US Treasury bonds  as  col latera l  with the CME 

to secure the required ini tia l  margin for the cleared interest rates  SWAPs  of Banco General  (Overseas), Inc. at the CME.
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Raúl Alemán Zubieta 
President of the Board of Directors 


