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Regulatory Environment  
& Data Challenges 
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}Dodd-Frank 

}EMIR  

}Basel III  

}BCBS 239 

}CCAR 

}Solvency II 
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}MiFID II 

}FATCA 

}COREP/FINREP 

}ACORD 

}..Other 



}Financial Stability and Transparency 
ƁVisibility of risk exposures all the way up to enterprise level 

}Central comprehensive data governance and risk mgmt. 
infrastructure  
ƁEfficient Data management 

}Efficient Risk Management Processes 
ƁBetter risk data aggregation and reporting 

}Data Harmonization 
ƁStandardized reporting across the board 

}Global regulatory standards for capital adequacy, stress 
testing and market liquidity risk 

}Formation of various agencies for market surveillance  
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} Transparency 
ƁNeed to collect and process massive amounts of data including transactions, events, 

reference data, market data and more into central data hub 

} Powerful Computing Infrastructure ɀ requires next generation 
technology infrastructure to - 
ƁCollect and store large sets of data 
ƁComputation of complex algorithms on large sets of data (pricing, risk models, stress 

tests, simulations) 
ƁProcess in real-time or at least in near real-time and batch mode 

} Enhanced Data Governance 
ƁNew practices of data ownership and accountability to achieve risk data quality 
ƁData lineage,  accuracy, completeness, timeliness and adaptability 
ƁNeed of data life cycle management and process flows 

} Better Risk Analysis,  Aggregation and Reporting 
ƁProduce reconcilable risk and reporting data 

} Bottom line - Strategic Risk and Reporting Solution with as much 
importance as any trading or financial systems 
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}Current IT Infrastructure 
ƁMany independent systems with different objectives 

ƁMany of them can't ÓÃÁÌÅ ÅÆÆÉÃÉÅÎÔÌÙ ÔÏ ÍÅÅÔ ÔÏÄÁÙȭÓ regulatory 
requirements 

ƁMultiple Vendor or in-house, fragmented and independent risk 
analysis and reporting systems 

ƁMost Sell-side firms develop vertical systems by asset classes,  
desks or business units 

ƁBuy-side firms typically rely on vendor products for analytics 

ƁOut-of-the-box vendor solutions are less flexible  

ƁCurrent systems operate mostly in batch mode producing file 
based data 
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} File based output doesn't allow drill-down capabilities 

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

} No integrated risk data that can be analyzed deeper or used to 
run any type of optimization 

} Requires large amount of resources ɀ costly and long running 
processes 

} Not easily reconcilable data and no proper audit trail 

} Less flexible architecture ɀ hard to add new or custom models 
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}Data is all over the place in many different databases with no 
consistency in reporting of values 

}$ÁÔÁ ÉÓ ÎÏÔ ÃÌÅÁÎ ÅÎÏÕÇÈ ÔÏ ÐÅÒÆÏÒÍ ÁÎÁÌÙÓÉÓ ÁÎÄ ×Å ÃÁÎȭÔ 
reconcile manually 

}Each department has a different analytical objectives 
}Most risk processes run in Batch mode (no real-time) 
}Risk exposure aggregation is difficult to trace.  Limited or no 

tools to drill -down or slice and dice any exposures 
}Regulatory reporting data is produced in files, and  the data 

elements are not traceable 
}Hard to map and understanding data relationships 
}Hard to aggregate and analyze notional amounts other 

metrics at enterprise level 
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Data Governance Principles & Risk Analytics 
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} Basel Committee introduced Risk Data Aggregation and Risk 
Reporting (RDARR) a.k.a BCBS 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  
ƁEnhance risk data infrastructure 
ƁImprove the speed of producing the risk data  
ƁEnhance the management of information 
ƁReduce the probability and severity of losses resulting from inefficient risk 

management 
ƁImprove the quality of strategic planning and its ability to manage the risk 

of new products and services 

 
 

© Copyright 2016 Khader Shaik, Risk USA -  2016  13  


