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My journey along a banking group @

Research and Director of Markets
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My journey along a banking group @

Added roles: CFO of group
of companies and CEO of
Insurance company

Director of Markets and

Treasury of a Bank




My journey along a banking group @

Added roles: CFO of group Director of Finance and

of companies and CEO of Support to Companies
Insurance company (Corporate Banking)




Actuaries in banking by Peter Sinkis and Nicholas Scott

This paper has been prepared for the Australian Actuaries Institute
2014 Financial Services Forum

A discussion of the roles and experience of actuaries working in the
banking sector as provided through a member survey and several in-
depth interviews.

http://www.actuaries.asn.au/Library/Events/FSF/2014/SinkisScottBa
nkingPaper140505.pdf
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What general area of Banking Practice do you currently

work in?

Investment Banking / Corporate Finance
Finance (Report into CFO division)
Credit Risk - models and frameworks
Other risk (e.g. market risk, operational risk, etc.)
Markets
Treasury
Corporate Banking
Credit Risk - Decisioning
Product management and Pricing
Retail /SME Banking

Other

No Response




What actuarial specific skill sets are applied in your

current role?

Broad statistical modelling and analytical skills

Cash flow/ Financial modelling

Ability to apply complex judgement and
reasonable tests

Knowledge of other actuarial disciplines
No specific application

No response
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How do your colleagues perceive the relevance of your
actuarial background in your current role?

Actuaries have strong quantitative skills, and alongside other
professionals, this formed the basis of my role in banking

My actuarial background is largely irrelevant as | have proven

myself through initiative, application and success in areas...

Actuaries are perceived as highly competent problem solvers

Actuaries are perceived as skilled financial modellers

Actuaries are conventionally hired for my role

Actuaries are perceived as skilled risk managers

No response




Which areas do you believe are currently best suited for

actuaries?

Investment Banking / Corporate Finance
Finance (Report into CFO division)
Credit Risk - models and frameworks
Other risk (e.g. market risk, operational risk, etc.)
Markets
Treasury
Corporate Banking
Credit Risk - Decisioning
Product management and Pricing
Retail /'SME Banking

Other

I 99
I 8%
T 209%
T 16%
I 7%
A 129%

I 3%

I 99
A 129

I 3%

. 2%



Which skills and knowledge areas need to be most urgently
addressed for actuaries to flourish in Banking Practice?

Communication and influencing skills

Credit analyisis and modelling

Quantitative risk measurement and management
Financial modelling

Capital Markets

Treasury

Derivatives

Banking regulation

Financial accounting

Banking and commercial law

Other

T 21%
I 109
I 9%
I 8%
A 12%
I 8%
I 6%
A 12%
I 7%

I 4%

. 2%



Issues and Challenges

Regulatory change

Risk Management

Broader application of analytical skills

Accounting changes

No response




Issues and Challenges

Regulation

Political Instability

and social and
stability uncertainty

Monetary
policy




Product management and pricing

Monetary policy has caused minimum interest rates,
so that most of the interest paid by the borrower
corresponds to the expected loss

SCWEWAEREN = |Probability of Default| X |Exposure | X|Loss Given Default
Repayment Sort of credit Borrower
capacity of guarantees

Interest risk free

borrower



Accounting change IFRS 9: credit loss provisioning

Credit loss provisioning under NIC 39 Vs IFRS 9

At the moment, accounting provisions are based on Incurred Loss Model
Evidence of Impairment, e.g. a delay of 90 days in payment

Registered loss

Expected credit loss

—— Incurred credit loss

NIC 39
© O O----» Time




Basel Il

Capital optimization
Business processes and practices
I
. Allowable capital Tier 1 + Tier 2 —
shortfall and other deductions

Capital ratio =

VvV RWAS (*)
v 1 v

Models Data quality Capital calculation

(*) Risk-weighted assets



Conclusion

Actuaries work across a range of banking roles; predominately in front-office investment
banking, middle-office finance and credit risk related roles

But our knowledge and skills are not known in banking. The study analised indicates that
only 7% of Australian actuaries work in banking.

Banking is a sector vastly larger than insurance, in people and capital resources.

There are many reasons to pursue a career in banking, including broader career
opportunities and a variety of work.

Regulatory change and other challenges are opening up important opportunities for
actuaries.



Conclusion

More training in banking-specific techniques and regulatory requirements is important to
create more opportunities for actuaries in banking

It's also important collaboration between actuarial associations to claim the role of
actuaries in banking and create organized interest groups.

To start it could be interesting to conduct a similar study conducted by the Banking
Practice Committee of the Institute of Actuaries of Australia

https://www.actuaries.asn.au/practice-area/banking
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THANK YOU FOR LISTENING!

ARE THERE ANY QUESTIONS?



