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Smarter Risk

Please note

IBM’ s statements regarding its plans, directions, and intent are subject to change or
withdrawal without notice at IBM" s sole discretion.

Information regarding potential future products is intended to outline our general product
direction and it should not be relied on in making a purchasing decision.

The information mentioned regarding potential future products is not a commitment,
promise, or legal obligation to deliver any material, code or functionality. Information
about potential future products may not be incorporated into any contract. The
development, release, and timing of any future features or functionality described for our
products remains at our sole discretion.

Performance is based on measurements and projections using standard IBM benchmarks
in a controlled environment. The actual throughput or performance that any user will
experience will vary depending upon many factors, including considerations such as the
amount of multiprogramming in the user’s job stream, the I/O configuration, the storage
configuration, and the workload processed. Therefore, no assurance can be given that an
individual user will achieve results similar to those stated here.
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Smarter Risk

Regulation in abundance

= Basel I,

= CRD IV,

= Solvency |,
" Dodd-Frank
= CCAR

* Fundamental Review of the Trading Book

= Risk Data Aggregation — RDA

3 © 2014 IBM Corporation
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Smarter Risk

What are the key BCBS239/RDA Principles?

Governance of all risk-related data and processes

-.g. -o"

Tlmelmess to complete by 1/Jan/2017 (Domestlc SIFI)

© 2014 IBM Corporation
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Smarter Risk

14 Principles of BCBS239

- . * Review (12)
Daciilatare Re ulc:tory Are firms meeting the . . )
fbg.ﬂdjd_; 0 ger51ght benchmarks set by the Remedial actions and supervisory

14 principles? —— .
* Home/host co-operations (14)

Self- Does this value

. . reflect my own
Orientation context and use?

Clarity& Usefulness (9)

Can| safely make * Adaptability (6)

Intimacy a decision * Frequency (10)
based on this? * Distribution (11)
an o Is this result * Accuracy & Integrity (3, 7)
CredlbllltY well constructed? * Comprehensiveness (8)

aan * Completeness & Timeliness
Will this result be . Data arcli

: . Reliability = readyandup-to-date g rinfrastructure(2
Risk analytics when | need it? pSe—

5 © 2014 IBM Corporation
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New architecture emerging to leverage all data and analytics: information
governance & security are critical success factors

Data in
Motion

Data at
Rest

Data in

re.e

Many Forms

Real-time

Analytics

Landing Area
Analytics
Zone
and Archive

Information Governance

Exploration,
Integrated
Warehouse,
and
Mart Zones

Cognitive - What did |
learn, what's best?

Prescriptive - What
should | do?

Predictive - What
could happen?

Diagnostic - Why did
it happen?

Descriptive - What is
happening?

Security, Systems, Storage and Cloud

Decision-
Making

Business
Processes

Ei\

Point of
Interaction

© 2014 I1BM Corporation
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Data Quality is a Continuous Improvement Process

anjeA

align with business objectives / improve business processes

report + deliver insight

t

= v’ Continuously consistent
& cleansed data

monitor /
track

match &
survive

> v’ Consistent & cleansed
data across organization

cleanse &

) >» v  Cleansed data for
enrich

any use case anywhere

NG

> v Business focused
data quality dashboard

validate

NS
assess &
discover

> v’ Basic assessment
report for any data

»
»

life cycle

© 2014 IBM Corporation
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Smarter Risk

Data Security and Compliance is an on-going process to
develop and avolve over time

Dormant Data

Security Dormant
Policies Entitlements

|
> o

Discovery Maskinl Identity & Access Activity Blocking

Classification Assessment Encrvption Management Monitoring  Quarantine
Where is the How to secure How to protect Who should hay What is actually How to prevent
sensitive data? the repository? sensitive data to access? happening? unauthorized
reduce risk? activities?
Compliance Reporting
&
Security Alerts Data Protection
&
Enforcement

© 2014 I1BM Corporation
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Basel BCBS 268 — Where are the Tier 1 banks?
= December 2013, G-SIFI’s performed a ‘stock-take’ of their progress on the BCBS

239 paper

Self assessment ratings by Principles

30
Selected 25 —
2
= 20
results: S
. o 15
[
o 10
= 5
(0]
P1 P2 P3 P4 P5 P6 P7 P8 PS P10 P11
Fully compliant (o] (o] (o] (o] 2 1 (o] 8 3 2 7
M Largely compliant 25 14 18 22 17 15 21 20 26 21 23
Materially non-compliant 5 16 12 8 11 14 9 2 1 7 (o]
m Non-compliant (o] (o] (o] (o] (o] (o] (o] (o] o (o] (o]
Average rating 2.8 2.5 2.6 2.7 2.7 2.6 2.7 3.2 3.1 2.8 3.2
Governance/ Risk data aggregation Risk reporting practices
infrastructure capabilities

* Inventory of overarching weaknesses from Basel 268 review:

= Governance and infrastructure

= Risk data aggregation capabilities

= Risk reporting practices

= |[nteractions between the above

Source: Progress in adopting principles for effective risk data aggregation and risk reporting issued - Basel Committee. December 2013

© 2014 I1BM Corporation
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Sample of Current Projects

Automated Risk Reports & Dashboards

Interactive Risk Reports

— Overall risk reporting & dashboards

— Enterprise-wide Assessment Tools
(stress/simulation & planning)

— Forward-looking analysis

Risk

Automated risk

reports & dashboards [a Integration
Viechanism
— Quick Enterprise-wide Aggregation
— Tracking history of measures

— Data warehousing

— Dictionaries

— Reconciliation of risk & finance

— Documentation

Model Risk Management

10

Mo
Mod Model risk governance
Mo

(=4

Documentation

Data Governance
— Quality & Accuracy requirements
( N o ge, 1 [RY
- i Risk data governance }

— Data model development / consolidation

— Data lineage & provenance

Governed Risk Measurement Processes

B N / nns x
_ vi Governed, auditable risk l
el ( processes' IBs &

L =4

DSIBs)
— Common risk measurement platform
— Reference Data Management
— IT Infrastructure

Policy, Co
_y S Policies, compliance and t
business controls or
- C es &

organization

© 2014 IBM Corporation
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Smarter Risk

Maturity road map of risk reporting

Risk
socialization

Socialize around the
dashboard, move from
email to social media, and
open a conversation,
using it to create both trust
and confidence

Enterprise risk
governance

Aggregate data lineage,
Dashboard glossaries, policies and
e e confidence indices,

including enterprise
model governance

Create a common
Controlled book repository to share and

collect key results, federate
others, and keep content
open and accessible

of risk

Start with today’ s manually

compiled book of risk and
control its construction

Make approval processes
and documentation

consistent over time

12 © 2014 I1BM Corporation
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Smarter Risk

A centralised, holistic view of Risk

IBM Integrated Risk Platform - Workspace o Welcome
=~ A Home Capital M Credit Market Ops Liquidity Strategic Compliance Q Inspect
Credit Risk at a Glance static Risk Weighted Assets ~ - Expsoure at Default Trend ~ =
Sept 2013 Jun 2013 ~ Variance Variance % Trend 120M 70M
Credit Exposure 108,662,109 111,921,973 -3,259,863 2.0% Ne—ts, ]oow_o 68M o\o
Risk Weighted Assets 86,929,686 89,537,578 -2,607,891 2.0% Ne—ts, 80M 66M \o
—O0—_
Exposure at Default 66,74,232 68,571,459 1,997,227 2.0% Ne—ts, 60M o /o 64M o
. \ o
Delinquent Amount 1,938,425 1,996,578 -58,153 -2.0% et 40M o/ 62M
20M 60M
Credit Exposure at a Glance om om
Sep 12 Dec ‘12 Mar 13 Jun 13 Sep "13 Sep "12 Dec ‘12 Mar’13 Jun 13 Sep 13
Sept 2013 Jun 2013 ~ Variance Variance %
Outstanding Blanace 58,152,744 59,807,326 -1,744,582 -2.9%
Write Offs Trend ~ =
Undrawn Commitment 25,845,664 26,621,034 -775,370 -2.9%
5.0M
Total Credit Exposure 83,908,408 86,518,360 -2,519,952 -2.9%
4.0M
Credit Mitigation 17,424,176 17,946,902 -522,725 -2.9%
3.0M
Exposure at Default 66,574,232 68,571,459 -1,997,227 -2.9% N
2.0M
Write Offs 3,497,854 3,770,223 -272,370 -7.2%
6.0% 6.3% 0% -4.4% 1.0M
Recover Amount 581,527 598,973 -17.446 -2.9% 0
1.0% 1.0% 0% 0% May Jun  Jul Aug Sep Oct Nov Dec 2013 Feb Mar Apr May) Jun Jul  Aug Sep
Gross Impaired Loan 19,384,248 19,965,775 -581,527 -2.9%
33.3% 33.3% 0% 0%
Loan Impairments Sept 2013~ -
Deliquent 1,996,578 1,996,578 -193,842 -2.9%
33% 3.3% 0% 0% h
0 [ o |
Gross Pase Due Loan 6,655,258 6,655,258 -196,592 -2.9% 56% 32% 18% I I I I I | I U I
1% 1n.2% 0% 0% i ID ID D |:|

Loan Allowance Impaired Loan Past Due Loans Sep 1 Sep7 Sepl4  Sep2l Sep28  Sep30

yright 2013 IBM Corporation

13 © 2014 I1BM Corporation
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Stress testing

Risk & Return Projections Table

-0.2,0.4,0.065,0.27,-0.6,

Analysis Group: Division Cycle Years Factor: 7 z-value Current State: 1 Growth Factors: 999
LGD Factor: 999 Credit Quality Factor: 999 Inc. Revenue Disc. Factor: 1 Projection Years: 1
Select Stress Scenario: Select Stress Factor 1: Select Stress Factor 2: Select Stress Factor 3: Select Capital Action:
Scenario 2 All Stress Factor1 Unstressed All Stress Factor2 Unstressed All Stress Factor3 Unstressed No
Compare different stress-test scenarios, macro-economic See the impact on values and observe any alerts at
forecasts and additional stress factors different time steps/forward periods

Projected EC Ratio

Profctd et ncamets ---------------------

Projected Return on RWA

Projected Tier 1/ RWA Ratio 0.12 0.12 0.13 0.13
Projected Total Reg Cap% 18.

Projected EC Var-Covar (Analytic) % 18,

18.94% 19.13% 19.32% 19.51% 1968% 19.84% 20.00% 20.16% 20.30% 20.44% 20.57% 20.70% 20.81% 20.92% 21.03% 21.13% 21.22% 21.30% 21.38% 21.46%
% 18.49% 18.70% 18.92% 19.16% 19.41% 1967% 19.94% 2023% 20.52% 2081% 21.12% 21.43% 21.74% 22.05% 2236% 2268% 2299% 23.30% 2362% 23.93%

Projected RAROC (Analtc) I IBETH AT 280% 6% 4% 4T95% 4919% 4094% | SOOSK| 4034% 4Tes% A18% M WE% MW 49TE%  4BA1%
Proected RAROC (Reg) I46% TT6W 0E% 204% 40T 4600% T81%  4937% [ 804T% | S087%) 3% 4SI% T0% 4L48%  4L90% 4419%  4836% | SISOM|
Projected Herfindahl 241% 242% 246% 250% 257% 264%  273%  283%  295%  307%  321% 366%  382%  399%  417%  434%  452%  AT1%  4.90%
| Projected LCR 305 342 402 466 532 598 665 733 803 868 931 992 y 130 161 118 1240 1235 1267 1307
| Projected NSFR TR o ¢ e 226 255 288 320 355 3:2 4% 502 538 575 613 657 708 771
Projected Equivalent Rating

Track capital ratio
evolution

Ensure target return on capital is achieved for

Project when company target rating protecting dividends

is under threat

14 2014 IBM Corporation
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Smarter Risk

Imagine if you could display trust in the results...

IBM Integrated Risk Platform - Workspace

= Welcome

A Home Capital ¥ Credit Market Ops Liquidity Strategic Compliance

Credit Risk at a Glance static Risk Weighted Assets ~ - Expsoure at Default Trend ~ =
Sept 2013 Jun 2013 ~ Variance Variance % Trend 120M 70M
Credit Exposure 108,662,109 111,921,973 3,259,863 2.0% Ne—ts, 100M @ 68M o\o
Risk Weighted Assets 86,929,686 89,537,578 -2,607,891 2.9% e—ti. 80M 66M \o
—O0—_
Exposure at Default 66,74,232 68,571,459 1,997,227 2.0% Ne—ts, 60M o /o 64M o
. \ o
Delinquent Amount 1,938,425 1,996,578 -58,153 -2.0% et 40M o/ 62M
20M 60M
Credit Exposure at a Glance om om
Sep 12 Dec ‘12 Mar 13 Jun 13 Sep "13 Sep "12 Dec ‘12 Mar’13 Jun 13 Sep 13
Sept 2013 Jun 2013 ~ Variance Variance %
Outstanding Blanace 58,152,744 59,807,326 -1,744,582 -2.9%
Write Offs Trend ~ =
Undrawn Commitment 25,845,664 26,621,034 -775,370 -2.9%
5.0M
Total Credit Exposure 83,908,408 86,518,360 -2,519,952 -2.9%
4.0M
Credit Mitigation 17,424,176 17,946,902 -522,725 -2.9%
3.0M
Exposure at Default 66,574,232 68,571,459 -1,997,227 -2.9% N
2.0M
Write Offs 3,497,854 3,770,223 -272,370 -7.2%
6.0% 6.3% 0% -4.4% 1.0M
Recover Amount 581,527 598,973 -17.446 -2.9% 0
1.0% 1.0% 0% 0% May Jun  Jul Aug Sep Oct Nov Dec 2013 Feb Mar Apr May) Jun Jul  Aug Sep
Gross Impaired Loan 19,384,248 19,965,775 -581,527 -2.9%
33.3% 33.3% 0% 0%
Loan Impairments Sept 2013~ -
Deliquent 1,996,578 1,996,578 -193,842 -2.9% )
3.3% 33% 0% 0% B
o 0 o/ |
Gross Pase Due Loan 6,655,258 6,655,258 -196,592 -2.9% 56% 32% 18% I I I I I | I U I
1.0% 11.2% 0% 0% l=. ID ID D I:

Loan Allowance Impaired Loan Past Due Loans Sep 1 Sep7 Sepl4  Sep2l Sep28  Sep30

yright 2013 IBM Corporation

15 © 2014 I1BM Corporation
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We could look behind the glass screen ...

IBM Integrated Risk Platform - Workspace

o Welcome

=~ A Home Capital ¥ Credit Market Ops Liquidity Strategic Compliance m
Credit Risk at a Glance static Risk Weighted Assets ~ - Expsoure at Default Trend ~ =
Sept 2013 Jun 2013 ~ Variance Variance % Trend 120M 70M
Credit Exposure 2 108,662,009 [ 111,021,073 -3,259,863 2.0% Ne—tit 100m @ 68M O\O
Risk Weighted Assets £ 86,929,686 v ] 89,537,578 -2,607,891 2.0% e—ti,t 80M 66M o
e —0
Exposure at Default 66,74,232 [~ | 68,571,459 -1,997,227 2.9%  e—ti,t 60M (o) /o 64M
N \ /O
Delinquent Amount (v 1,938,425 2 1,996,578 -58,153 -2.9% o—®sy~* 40M (o) 62M
20M 60M
Credit Exposure at a Glance oM oM
Sep '12 Dec ‘12 Mar’13 Jun 13 Sep'13 Sep"12 Dec ‘12 Mar 13 Jun 13 Sep'13
@ Sept 2013 Jun 2013 ~ Variance Variance %
Outstanding Blanace - 58,152,744 59,897,326 -1,744,582 -2.9%
Write Offs Trend ~ -
Undrawn Commitment ==® 25,845,664 26,621,034 -775,370 -2.9%
. 5.0M
Total Credit Exposure - 83,008,408 86,518,360 -2,519,952 -2.9%
4.0M
Credit Mitigation - 17,424,176 17,946,902 -522,725 -2.9%
3.0M
Exposure at Default - 66,574,232 68,571,459 -1,997,227 -2.9% :
2.0M
Write Offs 3,497,854 3,770,223 -272,370 -7.2%
-— -
6.0% 6.3% 0% -4.4% 1.0M
Recover Amount — 581,527 508,973 -17.446 -2.9% 0
1.0% 1.0% 0% 0% May Jun  Jul Aug Sep Oct Nov Dec 2013 Feb Mar Apr May) Jun Jul Aug Sep
Gross Impaired Loan -—e 19,384,248 19,965,775 -581,527 -2.9%
333% 33.3% 0% 0%
Loan Impairments Sept 2013 ~ -
Deliquent pu—, 1,996,578 1,996,578 -193,842 2.9%
3.3% 3.3% 0% 0%
) ) o
Gross Pase Due Loan - 6,655,258 6,655,258 -196,592 2.9% 56% 326 18% I I I I
1% 1n.2% 0% 0% | I IU H J In the
- |

16
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Smarter Risk

We could measure ...

-

RWA Quality Analysis June 2013

@

Accuracy
& Integrity

& —
v

.., RWA vs Quality

17
References to potential future products are subject to the Important Disclaimer provided earlier in this presentation.



Smarter Risk

We could trace back and access rich context...

A RWA Quality Analysis June 2013

¥ RWA vs Quality - 2 Data statistics -

() o—90

200 o._.—-—-—‘

45

Accuracy
& Integrity

ﬁ Trace Back System ~ Nex D Discussion ~

Cognos
The RWA values are unreliable due
DataMart 1017 to a lending system failure. Revised

values are expected by end of August
ETL 1D6-1D17 -

B Remedial Plan 74
Data Warehouse
The results should be
Lending 1D6 available by 8am
Yesterday 2:25pm

Lending 107

Trading 1 UA Numbers will be updated at noon

Yesterday 11:20 am

18
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How would our decision making change if we knew?

IBM Integrated Risk Platform - Workspace

o Welcome

=~ A Home Capital ¥ Credit Market Ops Liquidity Strategic Compliance Q Inspect
Credit Risk at a Glance static Risk Weighted Assets ~ - Expsoure at Default Trend ~ -
Sept 2013 Jun 2013 ~ Variance Variance % Trend 120M 70M
Credit Exposure 108,662,109 111,921,973 -3,259,863 2.9% et WooMo 68M o\o
Risk Weighted Assets 86,029,686 89,537,578 -2,607,891 2.9% et 80M 66M o
—O0—__
Exposure at Default 66,74,232 68,571,459 -1,997,227 2.9% et 60M (o) /o 64M o
. \ o
Delinquent Amount 1,938,425 1,996,578 -58,153 -2.9% et 40M o/ 62M
20M 60M
Credit Exposure at a Glance Static oM om
Sep '12 Dec ‘12 Mar"13 Jun 13 Sep'13 Sep 12 Dec ‘12 Mar’13 Jun 13 Sep'13
Sept 2013 Jun 2013 ~ Variance Variance %
Outstanding Blanace 58,152,744 59,897,326 -1,744,582 -2.9%
Write Offs Trend ~ =
Undrawn Commitment 25,845,064 26,621,034 -775,370 -2.9%
5.0M
Total Credit Exposure 83,008,408 86,518,360 -2,519,052 -2.9%
4.0M
Credit Mitigation 17,424,176 17,946,902 -522,725 -2.9%
3.0M
Exposure at Default 66,574,232 68,571,459 -1,997,227 -2.9% ’
2.0M
Write Offs 3,497,854 3,770,223 -272,370 -7.2%
6.0% 6.3% 0% -4.4% 1.0M
Recover Amount 581,527 508,973 -17.446 -2.9% 0
1.0% 1.0% 0% 0% May Jun Jul Aug Sep Oct Nov Dec 2013 Feb Mar Apr May) Jun Jul Aug Sep
Gross Impaired Loan 19,384,248 19,965,775 -581,527 -2.9%
333% 333% 0% 0%
Loan Impairments Sept 2013~ -
Deliquent 1,996,578 1,996,578 -103,842 -2.9% =
3.3% 33% 0% 0% -
o ) )
Gross Pase Due Loan 6,655,258 6,655,258 -196,592 -2.9% 56% 32% 18%
1na% 1.2% 0% 0% | II:! ID D H In the

19
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Summary

= Banks must meet the needs of regulation, as well as shareholder demands and
display trust in their risk data

= [BM Offers solutions for Smarter Risk across Software, Consulting and Risk
Knowledge

= There are many ways to approach these Regulations — speak to us about them

= The future of a Risk Enabled Enterprise — how could it help your bank?

20 © 2014 IBM Corporation
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Smarter Risk

Luisella Brambilla

Questions?

Smarter Risk meeting the needs of

Regulators
IBM Risk Analytics Q

Thank you
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Smarter Risk

Luisella Brambilla

Back-up

Smarter Risk meeting the needs of

Regulators
IBM Risk Analytics Q

Thank you
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smarter Risk
IBM has a family of Software solutions to help you today

e _ ™ NEW h : :
Automated risk ‘2 _ IBM Algo Strategic Business
L ST o T ) IBM Algo Integrated Risk Platform ) [ Planning
% \ - ™
Model risk 4 A
governance J IBM OpenPages IBM eMRG
* Policy & compliance management * Model risk governance
Policies, compliance « Operational risk management * Model lifecycle management
\ and business controls} \_ ) \_ )
4 N
Governed, auditable 4 N ( h / N
risk processes :
IBM Algo Credit
) \ IBM Algo One Manager IBM InfoServer
Risk data governance
q J A\ AN J
4 S N N
ocial interactions .
L with risk ) [ IBM Connections )

Supported by: [ IBM Cognos J [ IBM BPM } [ IBM CDM & PM }

24 © 2014 I1BM Corporation
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Smarter Risk

At IBM, we believe a level of trust and confidence is essential to
achieving Smarter Risk

S$==

At the At the At the point
strategic level operational level of impact

25 © 2014 IBM Corporation



Smarter Risk

IBM’s approach is tailored to our clients capabilities, designing and
implementing solutions that meet long-term needs

Phase lll: Risk Data
Aggregation & Reporting

IPhase I: Risk Management
Review & BVA Creation

Phase Il: BCBS Maturity Phase IV: Implementation

Level Assessment

26

Design

Monitoring & Evolution

20 6? Whe':e IS . Define System and . Implement Governance
> = it the Client? Assess Governance E Infrastructure | and Process
22 : : 2 Enhancements : 3 Enhancements
2 3 : : a . &
. (] n . L] . L]
B8l Review Approach and Plan [HEESE Assess Business Coverage, |8 [l Define Governance and [ ] Implelrr:centtSys';ems and
. to BCBS 239 : 3 0 ti ds ol | ) P e t . O nfrastructure
3 3 3 perations and Suppor < rocess Enhancements S
3 c & - 15 g : rg Enhancements
. - . > 3 g
. ) . Q Q . o
. . 2 Assess Data Aggregation 3 3 Define Ongoing S Irgrgsvr;ﬁcgn/tsl\l/}ggg%fd
Review Risk Framework o and Support Capabilities o O Monitoring Process o
and Key Risks -] £ 3 BRI . Organization
= N E ] .
. < 3 - 0O .
Review Governance, Data |8 > Assess Reporting 3 3 a Define Independent 3 Execute Training and
Aggregation & Reporting | § Capabilities & Processes il I ~; Review Process . Communication Strategy
Capabilities E g E ' E
> 3| Review Current BCBS Plan E o Assess Measurement & E f
IRl and Initial Self-Assessment | Evolution Process 3 Critical implementation phases
2 é’ Results
3 9 P 3 : : S
e g Identify Known Issues 3 Refine Shared Services/ | 2 Onég\%Pugﬁlg/lr?Blrt:gg;g &
. and/or Constraints 3 Support Model 3 e
L] L] . ° —
: 1 €8
f\cs’s",gﬁ’lﬁfgﬁuéiﬂ?sﬁ_\@@eﬁ Identify Gaps & Refine Create Detailed g- u:? Implement Independent
Roadmapg 3 High-Level Roadmap 3 Implementation Plan : ® Review Process

2014 IBM Corporation



