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RAROC and Mathematics Proof
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Abstract :Based on RAROC loan pricing model , we propose and demonstrate the comparative advantage
principle of the commercial bank loan pricing. Conddering any two banks with their own fixed RAROC, we
find that the commercial banks have the loan pricing comparative advantage to the customersin different credit
ratings, as a result of their different total cost rates and the different RAROC. Thisprinciple can be used to as
d¢ the commercia banksin choodng loan customers.
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