
Integrating and Innovating for Impact 
Introduction for our Speakers 

  

David Wechter 
Credit, Collateral 
Market Infrastructure 
IBM Risk Analytics 



Financial markets are undergoing unprecedented change,… 
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 Maximize use of AVAILABLE Capital 

 Maximize the Risk Return on Capital 

 Customer Knowledge & Insight  

 “Right Time” Decision Support 

 Enterprise Risk Management 

…but the industry’s fundamentals remain consistent 

With ongoing regulatory reform and continued performance 
pressures, there is an increasing market demand  

for smarter analytics 
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Impact on profitability of banks worldwide 
The pre-regulation ROE of top banks is 20%, and this is expected to drop 

down to 7% post-regulation (Basel III and II.5).  With smarter risk 

management across six main categories, banks could return ROE to 14%1 
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1) Day of reckoning: New regulation and its impact on capital-markets businesses’ McKinsey & Company  

Key Trends and Investment Areas for Banks 

 Improve capital efficiency in response to Basel III 

 Move to active management of counterparty risk 

 Smart Regulatory Compliance 

 Operational effectiveness (do more – ideally - with less) 
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http://www.mckinsey.com/App_Media/Reports/Financial_Services/McKRegulation_capital_markets.pdf
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Integrating and Innovating for Impact 

Traders need to 
understand how 

regulations drive capital 
and liquidity costs, and 

help find ways to  
reduce the impact. 

That calls for individuals 
who are analytical 

problem-solvers, rather 
than red-blooded risk-
takers. It also requires 

closer co-operation with 
people inside and  
outside the bank.  

Article: Derivatives Trader 
2.0: Sun is Setting on Old-

School Risk-Takers, 06 
Dec 2012, Risk Magazine 

“What is key is that the people around the trader changes – 
the level of support changes. You need people on the desk 

who are able to price funding, counterparty and 
collateral effects and pass that on.” - a New York-based 

senior risk manager at a large US bank 

“You should never have been able to trade without 
consideration of balance-sheet usage, CVA and other 

issues. That ridiculous freedom, to me, is what caused a lot 
of the banks’ problems. There is a discipline in banks now 
that wasn’t there previously. It should have been like this 

all the time.” - Bill Templer, former co-head of listed 
derivatives at Morgan Stanley 

 

“Five years ago, we were agnostic to capital, but  
we are now much more cognisant of the resources we 

are using. As well as being traders, we’re also 
managers of these resources – capital, liquidity, 

balance sheet. It will affect the type of trades we want to 
put on, because they all consume different amounts – and 
the cost of those resources is also changing.” – Toronto-

based credit trader at a Canadian bank 

Better understanding 
of the “bigger” 

business picture  
at the  

individual level 
 

Better support around the trade 
decision process 

Informed used of scarce resources 

Transparency of the process and 
sharing of information 
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Treasury 

Front Office 

Middle Office 

Finance 
Back Office 

Through a coordinated 

approach to managing 

market, credit, and 

liquidity risk, firms can 

reduce the burden of 

regulatory reform 

policies 
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More efficient 
use of 

Resources 

 

Improved 
processes and 

Reduced 
Operational 

risks 
 

Smarter  
‘risk-aware’ 

Decision  
Making 

Smarter  
risk management   

and operations can help 
banks mitigate the impacts 

of banking reform  

by supporting better 
decisions and help provide 

significant reductions in 
capital costs 
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Collateral Management 
Capital Optimization 

Achieving Operational Efficiency and Capital 

Optimization via Collateral Management 

Risk Analytics 
Decision Process 

Using Risk Analytics to make real-time 

trading decisions 

Ed Ridgway 

Managing Director 

HSBC Global Markets 

 

Alyson Bailey-Flynn 

Director, Global Analytics  

& Financial Engineering,  

Scotiabank Global Banking and Markets 

 

IBM Smarter Analytics feature solutions 
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IBM Smarter Analytics feature solutions 

 

Strategic Business 

Planning 
Maximized profit 

A new approach to risk-based   

business planning and stress testing 

Credit Lifecycle 

Management 
Proven outcomes 

Risk-informed decision making at  

all stages of the credit process 
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Collateral Management 
Capital Optimization 

Achieving Operational Efficiency and Capital 

Optimization via Collateral Management 

 
Ed Ridgway 
Managing Director 
HSBC Global Markets 
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Risk Analytics 
Decision Process 

Using Risk Analytics to make real-time 

trading decisions 

Alyson Bailey-Flynn 
Director, Global Analytics & Financial 
Engineering, Scotiabank Global 
Banking and Markets 
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IBM Smarter Analytics feature solutions 

 

Strategic Business 

Planning 
Maximized profit 

A new approach to risk-based   

business planning and stress testing 

Credit Lifecycle 

Management 
Proven outcomes 

Risk-informed decision making at  

all stages of the credit process 
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Solution Showcase Overview 
IBM Risk Analytics 

Rory McClure 
Associate Partner,  
Center of Competency  
Risk Analytics 

  



Business outcomes 

 A bank operating in Europe 

and North America is now 

able to process a credit 

application renewal for its 

customers in a matter of 

hours rather than weeks 

 A bank operating across 

sixteen regions can now 

provide a single view of risk 

to the credit manager 

previously accessible across 

over 150 different 

systems  

 

Solution overview 

A complete credit business management solution to meet 

the organizations need to know, price, monitor, control and 

optimize the allocation of credit across the enterprise. 

Solution benefits 

 A consolidated view of the entire customer relationship 

 Automated, controlled credit risk origination 

 Monitoring of the entire credit lifecycle 

 Integrates both commercial lending and capital markets 

 Informed decision making on risk and limits allocation  

 Operational efficiency, accuracy and time to market 

 Management of customer and business profitability 

 Consistent, transparent information for decision support 

 

Credit Lifecycle Management 

Identify, price, measure and manage credit risk exposures across 

the enterprise 
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Interactively analyze the impact of market scenarios and business  

strategy on capital plans for risk-based business planning and stress testing 

Solution overview 

A critical decision support solution, combining a holistic view 

of the firm’s risk and performance profile with the ability to 

stress, forecast and optimize capital and business plans 

over a range of possible changes in portfolios and key risk 

drivers at the enterprise level. 

Facilitates both day-to-day oversight and long-term strategic 

planning by providing senior managers and decision makers 

fast, dynamic analysis and reporting. 

Solution benefits 
 Enterprise-wide integrated risk and stress testing 

 Interactive  

 Optimize capital allocation 

 Greater risk transparency 

 Support regulatory compliance and submissions 

Risk 

Solution 

Lines of Business 

Risk 

Finance 

Treasury 

Smarter Capital Planning 
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IBM Business Analytics 
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