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Current State of Risk Management Practice

• Silo approach in the management of different risk 

classes

• Practice largely driven by supervisory 

expectations e.g. Basel II

• Subtle differences in portfolio compositions

• Need to strengthen strategic role of risk 

managementmanagement



Regulatory Initiatives

• Revised reserve requirements frameworkRevised reserve requirements framework

• Expanded deposit insurance/guaranteeExpanded deposit insurance/guarantee

• Increased frequency of industry stress testingIncreased frequency of industry stress testing

• Active assessment of bank capital adequacyp q y

• Training subsidiesg



Stress Testing & Scenario Analysis Practices

• Performed separately for different risk classes

• Largely based on observed historical market 

di l tidislocations

• Increasing sensitivity analyses• Increasing sensitivity analyses

• Top down analyses largely reactive towards regulatory p y g y g y

expectations and initiatives

• Bottom up analyses based on vulnerable exposures



Challenges

• Data depth

• General lack of market/business experience among risk 

managers

• Integrated stress tests• Integrated stress tests

• Computational intensityp y

• Need to develop quantitative competencies

• Technology infrastructure

• Mindset change



Closing Comments

• Need to better understand the role of risk management

• Deployment of risk management capabilities for 

b i f ilit ti d i fi i l dbusiness facilitation and ensuring financial soundness

• Need improve regulator – industry• Need improve regulator – industry 

dialogue/collaboration

• Develop better understanding of institutions’ role in 

financial sector stability


