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Risk Spectrum for Financial Services
Market risk ALM /Liquidity Risk
| VaR: < >
business as. usual Funding Risk
—— Stress Testing Market Liquidity Risk

Compliance Risk

— Hedging Effectiveness Reg.

— Min. Capital Reg.

Credit Risk

— CVA

—— Collateral Mngnt.

— RT Limit Mngnt.

Market complexity : Surviving in a very dynamic and volatile market

Operational Risk

—— Qualitative analysis

— Quantitative analysis

Regulatory demands: Minimal capital reserve to cover unexpected losses
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So how to make sure the institution will survive?

- Full and complete picture of all activities and exposures of the institution

- Clear understanding of each of the risks:
- What is their impact on the business?
- How do they interact?

- Full understanding of the dynamics of the market:
- Strong interdependencies (systemic risk) => nobody can stay on the sideline
- What if “Bussiness as usual”, but also
- What if a Crisis occurs => be prepared for the worst: Stress Testing

- Business Planning and Forecasting: make sure you have the decision making tools
- to find a winning business strategy
- to optimally use your capital
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Risk Solution Vendors

RiskTech100® Top 10

: Ranking Nov-2011

Rank Rank Company Functionality Core Organizational Customer Market Innovation
2011 2010 Technology Strength Satisfaction Presence
1 7 |(IBM US | 69.8% 79% 73% 65% 63% 72% 67%
2 1 |SunGard |US | 66.8% 76% 63% 70% 60% 71% 61%
3 2 |[SAS US | 65.8% 77% T4% 63% 58% 62% 61%
4 9 |[Oracle US | 63.3% 70% 72% 61% 57% 60% 60%
s | 6 [Moody's | gl 6r 504 61% 64% 64% 62% 62% 62%
Analytics
6 | s |olters o600 63% 56% 69% 61% 63% 60%
Kluwer FS
7 17 |Misys UK | 61.7% 68% 59% 62% 59% 62% 60%
8 4 |Fiserv US | 61.3% 62% 58% 69% 63% 61% 55%
9 5 |MSCI US| 61.3% 59% 53% 69% 63% 63% 61%
NIC _ . .
10 12 T(. E . US | 60.3% 60% 59% 62% 58% 61% 62%
Actimize
Source; RiskTech100® 2011
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So how do we address this?

Step 1: Get a complete picture of all activities/data within the institution
Step 2: Provide a complete view of the current situation
« Comprehensive summary view
 Full drill down functionalities
Step 3: look at historical evolution to identify trends
Step 4: Evaluate “Risk” versus “Return” over time
Step 5: Check the Risk/Return not only for “business as usual” but also in “crisis”

Step 6: Optimization Analysis: how can we increase risk/Return

Step 7: Forecast the result of strategic decisions

P i
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1. Comprehensive view of the current situation of the bank «ceo ashoar)

XYZBank XYZBank UK XYZBank USA

Market Risk

Liquidity Risk

Regulatory Capital

Credit Risk

Operational Risk

FTP

Economic Capital

IMonetary Duration

uration Gap
[VaR 99.96%

VE at Risk

iquidity Coverage Ratio
et Stable Funding Ratio
[FSA Combined Survival Hol

Reg Cap Requirement (Maturity Adjusted)
(Capital Charge Unadjusted

(Capital Charge Maturity Adjusted %

Mat Adj Cap Charge / EAD

Unadj Cap Charge | EAD

xpected Loss,

xposure
‘xpected Shortfall 99.96%
ICredit Eco Cap (Analytical)
Defaulted Loans
[Defaulted Loan %

OpRisk

1 ¥r FTP Interest
1 ¥r FTP Liquidity

d

[
Herfindahl Con

EC Divers

]
RAROC (Total Return-based Gross) Divers

Hurdle Rate

Y
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niration

793,338.218
12,663 785,409

202,794,300.7
6,397,421
-956,938,090
31,987,404
1,596,417,056
2,194,892,222

412

-1.02

> 4 honths
-2.743,515.940
-453,085.423

7.142,044.215
571,015,537
356,257,200
5.16%

7449

473%

81,679,196
643,362,529
9,411,594,544
771,567,713
777,592,108
226,527 023.44
303%

0.33%

48,521 933

106,866 345
-403 704,326 88
505,721,732
326,027 432

1.010,744,293
524,035 579
578,527 999
1.597.394.319
2,396,341 478
12.50%
20.00%
15.00%
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369,625 084
4.82%

2.88%

19.87%
6.70%
32.00%
18.73%
24.50%
8.22%
39.26%
22.98%
201,893 563
12.00%

871.451.853
27 525,502,609

205 ,274,785.77
4,861,426
443,575,313
24,307,131
3,843,396,218
4,000,181,512

32

-1.08

0
-2.759.821.211
-426.047.183

6,321,885,722
545,750,258
341,826,062
7.13%

2.02%

501%

80,903,388
826,571,566
8,072,143,606
742,680,670
872.554.914
225 ,527,023.44
3.54%

0.37%

43,302,782

327,223,085
287,474,802
188,125,403
30,740,382

945,080,833
785,095,348
824,490,608
3.844,374.078
5.467.311.118

332%

15.62%
293%
30.90%
18.21%
18.81%
353%
37.20%
2182%
147,842,870

108.570.291
-3.246.636.328

10,035,666 09
1,679,088
-1,555,673,546
2,395,330
-1,876,819,973
-1,750,329,162

o

1}

2 Wasks
-3.523.555
-3.791.008

227 400 542
12,102,043
7,042,107
EEIRY
4204
3414

571229
9,918,368
733,455 565
13,166,580
59,113,383

0.04%

3.729.618

170,625,824
-187,504,440

372,215,940
-367,280,273

47,065,587
30,763,193
37.520.347
-1.978.219.973
-2.965,229.980

25.56%

12111%
79.50%
53.88%
12.08%
185.29%
121.83%
82.12%
12.48%
57,001,799

13.314.072
-810.030.372

-2.016,152.06
143,011
155,112,142
715,057
-70,158,728
54,570,128
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> 4 lonths
17.828.827
31.752.771

29 657 ,044|
7072636
6,422,134

453%
305%
336%

204,079
11,872,596
603,995,373
15,720,463
45,924,308

001%

929,553

40,671,318
12,725,275
51,320,430
-50,308,501

18,597 774
16,299,42 |
18,511,048
70,159,738
-105.239 830

19.55%)

-14.79%
14.04%)
33.32%
B2.15%
-16.28%
18.01%)
32.02%
T0.91%
2,751,208

Concentration by Sector

17.03%
15 4% Incueiry
W FINANCIALS
O MATERIALS
18.24% W IMOUSTRIALS
H EMERGY
B CONSUMER DISC...
O TELECOMMUMICA. ..
Exposufe B INFORMATION T...
015
@ UTILITIES
0.865%
08 B CONSUMER STAFLES
147 757 [l HEALTH CARE
12.1 B%. 9.73%
“Strong concentration in 3 sectors:
- Financials
- Materials
- Industrials”
3,500,000,000 Exposure by rating
A .
2,000,000,000 for the different
Amortization types
2, 500,000,000 =
= Typs
E 2,000,000,000 B Commen Stock
g O Fixed Amortiz. ..
& 1,500,000,0m I Floaling Amer...
B Synthatc Ins...
1 ,000,000,000
500,000,000 m
, Ul |Fee
A BEE B EE

AR AMA CCC

Credit Rating

“High exposure to Fixed Bonds.”

i IE
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2. Historical views are provided to evaluate trends

(CEO Dashboard)

| all Portfolio Hierarchy Level 1 [ |ils o [all Portfolio Hierarchy Level 2w |l | all Credit Rating [v ] [all ndustry (vl oA Region (v}l

KEY RISK INDICATORS

Trends in key Risk Indicators (Economic Capital components) -

Cdd
May-2010 | Jume-2010 |  July- 2010 August - 2010 | Septermber - 2010 | October - 2010 | November - 2010 | December - 2010

737 520918 715,030 598 701,252 798 497354744 704,500 354 724,681 903 780,076,512 814,116,039
Appetite % 54.26% 5258% 5156% 5128% 5181% 5320% S5E0% 59B8%
o Berwfit 18.35% 18,472 18.50% 18.70% 1820% 18.22% 18.83% 18.85%
Total Credit Risk 535598322 586 554018 554,518 423 550,407 D04 555,202 740 570,344230 507 758,882 840 203 551
Credit Risk (EC)/ Total EC ¥ 79.40% 023% 79.08% T8 83% 78.50% T8.I0% TEA5% 78.04%
EL)/EADEp 024 023 022 021 020 0.18 .17 0.15
FEAD% T37T% 73T% T35% 731% 7.28% T21% 7.15% 7O08%
Probability of Default (FD) % 05248 0.5103% 0.4910% 0.4068% 0.4377% 0.4045% 0.3681% 0.3207%
102,120,682 08,527.176 96,633 332 95501 918 95,703,431 97,370,193 100,540 822 105,578 931
Fnancial Risk / Total EC % 13.24% 1352% 13.78% 1371% 13.60% 13.44% 13.23% 1287%
D perational Risk 34,832 502 33,828 a8 33,111 514 33,127 781 33,740 292 35,043,705 37,180 871 40 207 959
Operational Risk / Total EC % 480% 470% 4721 475% 479% 424% 429% 495%
15.200.410 18.030921 16.989 028 18.227.162 19,526 390 21804528 24570337 28.035 597
207% 224% 2.42% 201% 281% 2.02% 323% 3.44%
1,000,000,000 100,000,000
a
"
00,000,000 e =
810,000,000 —a———a———a——

500,000,000

|_||_||:||:||:||_|I:||_I 00,000,000

400,000,000 300, 000, 000
200,000,000
200,000,000
100,000,000 58— —a——8—o—8—8
0 . B a8 8 BE—= —a—1
May - 2010 July - 2010 Sapternber - 210 Henverrbar - 2010 May - 2010 July - 2010 Saphernber - 2010 HNevermbar - 210
Jurd - 2000 August - 2010 Octobar - 2000 Decarrbar - 2000 Juné - 2010 August - 2000 Octobar - 2010 Dacarmbar - 2010|
H EC (Cradit) [ EC (Financial Risk) B EC (OpRisk) B EC ( Business Risk) & EC (Cradit) EC (Finandial Risk) [} EC (OpRisk) B EC (Business Risk)

! 2
“Historical data can show trends that put current results in perspective: mainly the Credit ..
Component within the Economical Capital calculation has been increasing over the last months.” - | u
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2.A. Historical trends: Drilling down into Credit RiSK (ceo vastboara

|n|| Portfolio Hierarchy Level 1| s |<1|l> |n|| Portfolio Hierarchy Level 2 | |<1|l> |.C\II Industry ~ |0||>
B2 Credit Portfolio - Credit Quality
Credit Quality
1RO T — [— [— [—— — [
0.0
B0
0.0
A0
2 s
A0
0P
P - _ = =
0.0
May - 2010 June - 2010 July - 2010 Bugust - 2010 Sapternber - 2010 Cictober - 2010 Movernber - 2010 Decarrbear - 2010
Credit Rating
W Debult @ CCC HE B EB O EBEE [ Y O & W ARA
Credit Quality
12, 000,000,000
[
10,000,000,000 [
[
8, 000,000,000
. - - .
4, 000,000,000
2, 000,000,000
. _ e
May - 2110 June - 2010 July - 2010 August - 2010 Septernber - 210 Cichober - 2010 Movernbear - 2010 Decamber - 2110
Credit Rating
W Debult @ CCC mE Il EE O Eee | A O A W AAA

Trend analysis of the
Credit Portfolio:

“The portfolio has been
moving towards higher
quality counterparties, and
thisin relative as well as
absolute terms.”

P A
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2.B. Historical trends: Drilling down into Market RISk ceo basnboard)

1|Jﬁ.l Partfolio Hierarchy Level 1 iHv 1|.|!|II Portfolio Hierarchy Level 2 ﬂal'r 4| All Region :VHD

10

C2 Market VaR

12,000,000

10,000,000

8,000,000

16,000,000

4,000,000

2,000,000

Value at Risk Performance

SEEERREEREREEEERRRE RN
R EEEEEEEREEREEEERERE
i irretteiiiisiiioboiiiifiid
2 £ 2 2 3 33353 5 35 3 3 IR G20

— Market \aR @ 1 Day — Market \&R 1 Day Min - — Market bR 1 Day Max

o o

ooooooooo

Trend analysis of the
Market Risk:

“Clear increase of VaR
values, as well as
volatility of the VaR
figures (spread min.
versus max.):

- More volatile market.
- More position taking /
shifting of positions.”

L
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3.A. Drill down Into the Risk/Return (ceo bashoara)

0.0

7000

000

400006

20.00°6

0.00°%

-20.00%

-0.00°

90.00°

100,006

11

2.13%

RAROC

RAROC for A rated
counterparties

1.85%

Perticlio - Bank

RAROC

RAROC for BB Rated

counterparties

Porticlio - Bank

RAROC

B | Eamingsbased Gr...

RAROC

O | Eamingsbased Gr...

RAROC

{Eamingsbased Me...

RAROC

=] (Eamingstased Ne...

RAROC

= (Eamingsbased Gr...

RAROC

a (Eamingstasad Gr...

RAROC

= (Eamings-hased Ne

RAROC

=] (Eamingsbassd Na..

Eco Cap by Industry

Distribution of full economic capital by sector

Industry
ENERGY
CONSUMER DISCRET...
MATERIALS
INDUSTRIALS
FINANCIALS
INFORMATION TECH ...
UTILITIES
TELECOMMUNICATIONS
CONSUMER STAPLES
HEALTH CARE

EEODEOREEOM@

10.30% 8.8

Risk/Return Analysis based on RAROC:

“Capital consumption is clearly concentrated in 2 industries:
energy and Consumer Discretionary.

While on gross basis all counterparties seem profitable, on net
basis (after costs: green and orange bars) only the high quality

counterparties are profitable.”
| |
.. 3
N
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3.B. Drill down Into the Risk/Return (ceo vashboara)

Risk/Return analysis for the Energy sector.

€4, Anaiysis contest | Puetfoso Hisrarchy Level 1 (ANl vakies) s | | Parttobs Herarchy Level 2 (A vahss) ||| Region (A1 vabies) EI ENERGY 3 Crecil Risting (A vahues) | w || Captal Unstressad (Al valies) v ]| Inflation Unstressed (Al vabes) v || Correlaion Unstressed (A1 vahses) [ |
Economic & Regulalory Capital RAROC
@ Credit\sR
O Markst &R
B Busness Risk
B OpRisk g "R
{Eaminge-based Gr...
B EC 100% Comrelated = RARDC
{Eamingsbased Gr...
O EC Civersifed “ar Covar RAROC
= {Eamingstased He
B EC Diversifed Copula o RAROC
{Eamingebasad Na ...
B Orergiobion Benedl
B Totsl Aailable Capitz|
g Crodt B Cap
[ Anaktical )
i1 i A0 00N EW 1,200,000,00 1,60 )
o, fLLIELLY UL . 0, 000,100 Portidio - Bank

“Yet when drilling down into the energy sector, we can see that it is profitable in terms of RAROC.”

- T
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4.A. Spot the main business concerns (ceowaenwis

CEO watch-list report

UTILITIES

COMSUMER STAFLES TELECOMII UNICATIOMS

Analysiz context: | Portfolio Hierarchy Level 1 (AN values) | w | | Partfolio Hierarchy Level 2 (Al values) | v || Credt Rating (4l values) | || Capital Unstressed (Al values) | || Correlation Unstressed (&l values) | v || Inflation Unstressed (A1 values) | || Industry (81 values) v
Q
Top 10 Exposures Bottom 10 by Return
CONSUNER -
WATERIALS CONSUMER STAPLES -
ENERGY INFORMATION -
e TECHNOLOGY )
£ CONSUMER DISCRETIOMARY 2 B Rebum %
E B Exposurs
H] i . T MATERIALS
®  TELECOMMUNICATIONS B Bxposurs % of Portidio =
= Enesoy oy
INFORMATION TECHNOLOGY
INDUSTR IALS -

HEALTH CARE FINANCIALS
1, 600,000,000 2,400,008,000 6.0 T 0.0 8.0 16.0F%
Top 10 by Capital Consumption Bottom 10 by RAROC
.0
HEALTH CARE
ENERGY COMSUMER STAPLES '
CONSUMER DISCRETIONARY CONSUMER '
DISCRETIOMARY
MATERIALS WATERIALS '
INDUSTRIALS IMFORMATION ' m U
E TECHHOLOGY {Eamingstased Me..
3 FINANCIALS B EC Diversifisd Var Covar z ' R —
2 UTILITIES varsifed %
2 =
= INFORMATION TECHNOLOGY i EEC % of Portidlio
- ENERGY '
UTILITIES
INDUSTRIALS '
TELECOMMUNICATION S
COMSLIMER STAPLES FINANCIALS -
[<] B {111} | [)
Z! e | & crowatonnist [[Te = | = = = 5 5

“The risk and return profile are clearly different for the different industries. Health Care is the worst
performer and therefore the exposure has been strongly reduced. Energy and Consumer Discretionary need

special attention: they are taking a large part of the Capital Consumption while their return is not excelling.” - ko | u
13 © 2011 IBM Corporation
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4.B. Integrated Stress Testing — Risk Appetite and Profitability

‘Y Web Intelligence Rich Client - 1 - ASBP - Current - Integrated Stress - [richardr - @LONBIG1.algorithmics.com: 6400]

=3

File Edt ‘“iew Insert Reporting Tools Data Window  Help
D E -| S| - (7] Edit Query | = Refresh Data = | [V Track O ol | @
5 & e T 9 | A dh b = v | = - | [E] [ view structure l:l:l B i U|A & | L B Page W 41 (3]
+# 1 - ASBP - Curr...tegrated Stress B
| i Data [3008iz011 00:00:00 [se o= [All Level 2 Division [s il # Al Stress Factor 1 Unstressed [w > # [l Stress Factor 2 Unstressed [w e # | Commodity Bubble Burst Stressed [ e
§ (=g 1-ASBP - .CurrErvt - Integrated Stress -~ £ [6]
Analysis Level
Business Date Stress Scenario Name Base Case Credit Crunch
'Li;: Business Ling
E, Capital Requirements Unstressed = Stress Scenario Description Anslysis; Lavel
I Correlstion Unstressed W Infl Equities
E Counterparty Typs Gross Exposure 10.855.225.874 10,855 825 674 Do Soversign
T Country ALM 1 ¥r IRRBE 104,226 513 Bonie
Credit Rating ALM 1 ¥r IRRBB Scerario Change 380% o ot
Current Date EVEVaR 96.420.847
Tndustry EE temiils Bings el W Inl Bonds
Instrument Type Cradit VaR (EC) ) 726,526,266
P Cradit VaR (EC) Scerario Change 8% M Resl Esiale
Leaf-lewel Civision Credit (Reg Cap Reqmt) 550404440 342 811266952
Leaf-level Portfolio Cradit (Reg Cap) Scenario Change 3.60% ¥ 50.35%) (Gross Exposure Dom Equities
Level 1 Division Market VaR (EC) 111242 508
Level 1 Portfolio Market VaR [EC) Seenario Change 564% 564%
Lewvel 2 Division Market VaR [Reg) 112872228 142,345,008
Level 2 Portfolio Market VaR [Reg) Scenario Change 5.64% 33.10%)
Level 3 Division Opvar (ECiReg) 97,122363 145,713545 A
Level 3 Partfalio OpVaR [ECiReg) Scenario Change 3
Quarter Tatal Reg Cap
Region Total Reg Cap Scenaric Changs . .
Stress Factor 1 Unstressed Total Risks not includedin Pillar 1 Reg Cap 200,656,160 254,102832 228 343342
chress Factor 2 Unstressed Total Reg Cap + Addnil Risks net in Pillar 1 070.265.200 1.260.243 206 1327 660,348 R
Stress Factor 3 Unatressed Full EC 100% Correlated 1.136.187.805 1.650.737 560 1724932525 el 2 Divisicn
Full EC 100% Correlsted Scenaric Changs +22% 45.20% 52.88%) B Malaysia
Stress Scenario Mame £ )
% of Total Bark Exposire Full EC Diversified Var-Covar Itemalional
Full EC Diversified Var-Covar Scenario Change W Giokal Trading
“o of Total Bank Full EC Full EC Copuia
L ¥ear Cumulative Earnings Full EC Copuia Scenario Changs 420% 4554% 53.08%)
1 Year Cumulative Earnings Unch Diversification Bamefit Var Covar -235048 219 -383.242 308 -340 675 005 Gross Exposure
1 ¥ear EaR Diversification Benefit Copula -228 035243 -335,101.204 -347 555178
1 Year EaR Stressed Total Available Funds 1,380,780,000 1,388,730,000 1,328 780,001
1 Year FTP Interest Tier 1 Capital 903,357 000 903,357 000 903,357 00|
1 Yaar FTE Lty &6 Cap Acy I
1 ¥ear IR Gap Reg Cap Ratio | 1Enss) 138.13%
1 Vear Total Return Reg Cap Ratio Incl Capital Conservation Buifer 134.70°%
1 Year Total Return Unch Tier 1 /RWA
1 ¥ear Total Transfer Charge sl ey S a e E I e
1 Year Total TransFer Charge Unch Full EC Diversified Var-Covar % of Gross Exposure
AF | Full EC Diversified Copula Full EC Copula % of Gross Exposure
ALM Net Stable Funding Ratio Counlry
ALMJIRREE VaR 1 Year r::xd“‘)ﬂ:‘f:: Bt W WALAYSIA
ALMJIRREE VaR 1 Year Stressed Ve Toid Fifs = T ;2;:‘:\;
ALM/IRREE YaR 1 Year Unch t S L .
ALM(CMC) Net Reverus Scenario Charge
ALM 1 V¥ IRREB Scenario Change Met Revenue % Gross Exposure
ALM SF1 RAROC Net Diversified Var-Covar
Z fLpaCE7. — RAROC {Var-Covar ) Scenaric Change
% RAROC Net Diversified Copula [s]
Arranged by Alphabetic order - [(] i [)]
Properties ) Bank Structure. ) Integrated Stress Test | (A CEO Dashboard | ) CEO watchlist | CA Reverse Stress | ) Correlation Matrix PR

Last Refresh Date: 20 December 2011 18:26:05 GMT+00:00 | 5 Connected

“And what happens in case of an escalation of the European Debt Crisis? What if 3 countries default? Our Credit VaR would increase with 72%
leading to an increase in Regulatory and Economic Capital of about 50%. All this will lead to a breach of the Liquidity Ratio (below 100%) and a
Tier 1 Minimum capital Ration bearly above 6%.
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4. Optimization Process

©), Analysis context: | Porttolio Hierarchy Level 1 (All values) [+ || Porttalio Hierarchy Level 2 (AN values) [ || Crecit Rating (A1 values) [« || industry (a1 values) || Region (4 values) (]| Capital Unstressed (40 values) [ |
Inflation Unstressed (Al values) | v || Correlation Unstressed (Al values) v |

9.313411
0A0%
813,856 750
8.74%
2474

2481% RAROC Optimization matrix

HEALTH —= b c ok MATER MATER®

CARE
A X KYZBank
Portfoiie l'ar'fm o Pertioiie

—
CONEUMER DISCRETIONARY XYZBartk Portfollo i FE?
HEUMER DISCRETION Burik UK Perttolle
ONSUMER STAPL ES Xy2fank Portiolia
Han& Porttoiio

HEAL T CAE vz rortane 073 ooes | oris [EIEER 0w | 033 | o10s | 00s | ois | o o103 | 014x | oars | ows | doss

zbur portte ——— e R oo | oo [T s | e | oo

Emnk Pertfolie
INPFORMATICN TECHNOLOGY XYZBErK UK Forttolle
N FOR MATICN TECH N ‘ZBank U kA Portiolio
Eank Portiolio

“Algo Strategic Business Planning” not only identifies a winning strategy but will also provide insight into the portfolio changes that will lead to an
optimal use of economic capital.

The RAROC Optimization Matrix will show the projected effect on overall RAROC of “swapping” out of some portfolios (shown in red for intuitive
clarity), and into those shown in green.

In this case the CRO might find that divesting from the consumer discretionary sector with healthcare and some energy and utilities portfolios, and

expanding more into some industrials and financials portfolios, would improve profitability. [
. 2
’:L o
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5. Forecasting and Planning

Granular view of portfolio growth scenarios

“Let’s now use the results of the optimization analysis to evaluate certain business strategies. Starting from the following rules for the
lending policy in the next 3 years:

- we grow exposures in two to three years’ time in line with the optimization results (see above) and
-we maintain the current full economic capital levels
-while we continually improving return and RAROC.

What growth rates can we expect in the different sectors?”

- ML

17 © 2011 IBM Corporation
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Forecasting, Planning, Risk-based Limits and Impact Assessment

Projected impact of portfolio changes, based on the same business strategies.

Economic Capital and Available Funds Forecasts

RAROC Forecasts

2,400,000, 000 100 0%
2,000 00, 000 p— | T Awiatis Capal 000, =
- (| Progectcn B [ ]
1,1500,000,000 = = e -u—— —l B Frgedon ¢ Coens —~ -  RARCC Projected Mn
R Formi a0 0P o e
- | Jom othe Copnt ~ — O RAROC Projeced
1 200, 0500, 000 o ) e
=] = Efnnw-'“ Fregestion - a =  RARCC Projeded Max
— e RARCE Projected
800,000,000 o o —E — — ' B EC Divermied Projsson /_...--"" - [=] @ a e o
o EC Dvarsted Frojsson o
Max
400,00, 00 2 20000
a 00rs
o 1 2 3 0 ] 2 ]
Fwd Ysars Foad Years
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“based on our business strategy Economic Capital stays steady while Capital Adequacy improves year after year:
RAROC grows from 20 to 80% in 3 years and revenue grows healthily.

Concentration grows in terms of exposures, but when default rates and correlations are considered there is no

significantincrease, and diversification actually improves through the re-balancing of the portfolio.”
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Stress Testing
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scenarios might produce undesired results,
such as the concentration in commodity-
related trading and lending activities hitting
profitability, capital adequacy, liquidity and
breaking risk-based limits on full economic
20 capital.”

Projected impacts under Stess scenarios
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So how to make sure the institution will survive?

- Full and complete picture of all activities and exposures of the institution

- Clear understanding of each of the risks:
- What is their impact on the business?
- How do they interact?

- Full understanding of the dynamics of the market:
- Strong interdependencies (systemic risk) => nobody can stay on the sideline
- What if “Bussiness as usual”, but also
- What if a Crisis occurs => be prepared for the worst: Stress Testing

- Business Planning and Forecasting: make sure you have the decision making tools
- to find a winning business strategy
- to optimally use your capital

P i
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The Question?

Algo Strategic Business Planning enables banks to:
 A. Monitor risk-set limits at multiple levels across the organization
 B. Perform risk/return analysis at for your trading book.

 C. Forecast capital adequacy requirements and profitability for your bank-wide strategic
decisions

P i
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