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“It’s easy to lie with statistics.
It’s hard to fell the fruth without statistics.”
— Andrejs Dunkels
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Regulatory Environment
& Data Challenges
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Regulatory Initiatives

» Dodd-Frank » MIFID I

1 EMIR 1 FATCA

1 Basel Il 1 COREP/FINREP
1 BCBS 239 1 ACORD

1 CCAR 1 ..Other

1 Solvency |l
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Key Ideas behind Regulations

Financial Stability and Transparency

B Visibility of risk exposures all the way up to enterprise level
Central comprehensive data governance and risk mgmt.
Infrastructure

B Efficient Datamanagement

Efficient Risk Management Processes

B Better risk data aggregation and reporting

Data Harmonization

B Standardized reporting across the board

Globalreqgulatory standards for capital adequacy, stress
testing and market liquidityrisk

Formation of various agencies for market surveillance
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Challenges facing Financial Institutions

Transparency

B Need tocollect and processmassive amounts of data including transactions, events,
reference data, market data and more into central data hub

Powerful Computing Infrastructure z requires next generation

technology infrastructure to -

B Collect and store large sets of data

B Computation of complex algorithms on large sets of data(pricing, risk models, stress
tests, simulations)

B Process in reatime or at least in near reatime and batch mode

Enhanced Data Governance

B New practices ofdata ownership and accountabilityto achieve riskdata quality
B Data lineage, accuracy, completeness, timeliness anadaptability

B Need of data life cycle management and process flows

Better Risk Analysis, Aggregation and Reporting

B Produce reconcilable risk and reportingdata

Bottom line - Strategic Risk and Reporting Solution with as much
Importance as any trading or financial systems
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Typical Risk and Reporting IT Architecture
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Challenges of Current Architecture

+ Current IT Infrastructure
B Many independent systems with different objectives
BMany ofthemcantOA Al A A E/EE AE A1 rédulatonO |
requirements

B Multiple Vendor or in-house, fragmentedand independent risk
analysis and reporting systems

B Most Sellside firms develop vertical systems by assaflasses,
desks or business units

B Buy-side firms typically rely on vendor products for analytics
B Out-of-the-box vendor solutionsare lessflexible

B Current systems operate mostly in batch mode producing file
based data
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Challenges of Current Architecture ..cont.

File based output doesn't allow drilldown capabillities

Decentralized, mostly file based regulatory reporting data hard
to build mgmt. dashboards

No integrated risk data that can beanalyzeddeeper or used to
run any type of optimization

Requireslarge amount of resourcesz costly and long running
processes

Not easilyreconcilabledata andno proper audit trail
Less flexiblearchitecture z hard to addnew or custommodels
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Data Management Challenges

} Data is all over the placen many different databases withno
consistency in reporting of values

1 $A0A EO 1106 Al AAT ATT OCE O1 |
reconcile manually

} Each department has a different analyticabbjectives

1 Most risk processes run in Batch mode (no redime)

} Risk exposure aggregation is difficult to trace. Limited or no
tools to drill-down or slice and dice any exposures

1 Regulatory reporting data is produced in files, and the data
elements are not traceable

} Hard to map andunderstanding datarelationships

} Hard to aggregate and analyze notionahmounts other
metrics at enterprise level

~~~~~~~~~~~
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Data Governance Principles & Risk Analytics
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Data Management - BCBS 239 (RDARR)

Basel Committee introducedRisk Data Aggregation and Risk
Reporting (RDARR).k.aBCBS 239

Compliance requirement for SIBs

Introduces set of principles for risk data governance and risk data
aggregation and reporting

Very comprehensive reform and proved to be very expensive

Many banks considered this as an opportunity to fix their risk
Processes

Key objectives

B Enhance risk data infrastructure

B Improve the speed of producing the risk data

B Enhance the management of information

B Reduce the probability and severity of losses resulting from inefficient risk
management

B Improve the quality of strategic planning and its ability to manage the risk
of new products and services
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