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Roadmap dell’iniziativa

Train_ing Brainstorming .
session topic da trattare

30/04 06/05

Deliverable

LG

Kick-off meeting

DIC

ot 21/09: Metodologia IMA (DRC)

In merito ai topic da affrontare nel prossimo incontro con focus su Impatti sul

Business IMA, si segnala che non sono pervenute proposte di tematiche da
trattare.

Prima di ciascun incontro verra condivisa una breve scheda dei topic oggetto di discussione, con |'obiettivo di raccogliere
preventivamente eventuali richieste di modifica o integrazione delle tematiche da affrontare. In questo modo & possibile valutare ex
ante il grado di coinvolgimento delle singole strutture coinvolte.
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Incontro n® 7 — Default Risk Charge: Definizione dei Capitani

Front Office

(Capitano Required)

Risk Management
(Capitano Required)

Altre funzioni di controllo di II e III livello

(Capitano Opzionale)

Le figure dei Capitani ricopriranno un ruolo fondamentale
per il consolidamento dei deliverable previsti, occupandosi di:

% veicolare il punto di vista del proprio gruppo

< predisporre la sezione di propria competenza
del deliverable sulla base di quanto inserito
all'interno del memo.

Allo scopo di rendere piu efficace l'interazione da remoto e per garantire un dibattito costruttivo e
proattivo, ciascuna istituzione sara chiamata a fornire un proprio contributo in modalita round-table

Svolgimento sessione di approfondimento Gruppo di Lavoro 21/09/21
Predisposizione memo PMO Deloitte 1 22/09/21
De-briefing e on-boarding Capitani Referenti/PMO 1 23/09/21
Predisposizione bozza sezione di competenza Capitani 4 29/09/21
Invio primo feedback Gruppo di Lavoro 2 01/10/21
Raccolta feedback e aggiornamento sezione Capitani 3 06/10/21
Invio documento completo in condivisione PMO 1
Invio feedback documento completo Gruppo di Lavoro 2
Aggiornamento sezioni di competenza Capitani 3
Finalizzazione documento Referenti/PMO 1
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Agenda

<\ 7
—4

Sessione operativa [1.50 ore]




Sessione Operativa

I
’ ﬂ Topic oggetto di discussione

% Impatti dell'introduzione dell’Equity (strumenti complessi) [BBPM]

% Indirizzare al Regulator i punti dubbi della normativa (e.g. Rivalutazione di multi-
name) [UCG]

% Look through approach Index e multi underlying option per calcolo Jump To
Default [BBPM]

% Coerenza con Credit Risk [UCG]

< Problematiche di calibrazione [BBPM]

s Validazione della misura [UCG]
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Agenda




Riferimenti normativi

CRR art. 325bp (Particular requirements for an internal default risk model 1/2):

1. The internal default risk model referred to in Article 325bm(1) shall be capable of modelling the default of individual issuers as well as the
simultaneous default of multiple issuers, and shall take into account the impact of those defaults in the market values of the positions that are
included in the scope of that model. For that purpose, the default of each individual issuer shall be modelled using two types of
systematic risk factors.

2. The internal default risk model shall reflect the economic cycle, including the dependency between recovery rates and the systematic
risk factors referred to in paragraph 1.

3. The internal default risk model shall reflect the nonlinear impact of options and other positions with material nonlinear behaviour
with respect to price changes. Institutions shall also have due regard to the amount of model risk inherent in the valuation and estimation of
price risks associated with those products.

4. The internal default risk model shall be based on data that are objective and up-to-date.

5. To simulate the default of issuers in the internal default risk model, the institution's estimates of default probabilities shall meet the
following requirements:

(a) the default probabilities shall be floored at 0,03 %;

(b) the default probabilities shall be based on a one-year time horizon, unless stated otherwise in this Section;

(c) the default probabilities shall be measured using, solely or in combination with current market prices, data observed during a historical
period of at least five years of actual past defaults and extreme declines in market prices equivalent to default events; default probabilities shall
not be inferred solely from current market prices;

(d) an institution that has been granted permission to estimate default probabilities in accordance with Section 1 of Chapter 3 of Title II shall
use the methodology set out therein to calculate default probabilities;

(e) an institution that has not been granted permission to estimate default probabilities in accordance with Section 1 of Chapter 3 of Title II
shall develop an internal methodology or use external sources to estimate default probabilities; in both situations, the estimates of default
probabilities shall be consistent with the requirements set out in this Article.
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Riferimenti normativi

CRR art. 325bp (Particular requirements for an internal default risk model 2/2):

6. To simulate the default of issuers in the internal default risk model, the institution's estimates of loss given default shall meet the
following requirements:

(a) the loss given default estimates are floored at 0 %;

(b) the loss given default estimates shall reflect the seniority of each position;

(c) an institution that has been granted permission to estimate loss given default in accordance with Section 1 of Chapter 3 of Title II shall use
the methodology set out therein to calculate loss given default estimates;

(d) an institution that has not been granted permission to estimate loss given default in accordance with Section 1 of Chapter 3 of Title II shall
develop an internal methodology or use external sources to estimate loss given default; in both situations, the estimates of loss given default
shall be consistent with the requirements set out in this Article.

7. As part of the independent review and validation of the internal models that they use for the purposes of this Chapter, including for the risk-
measurement system, institutions shall:

(a) verify that their approach for the modelling of correlations and price changes is appropriate for their portfolio, including the choice and
weights of the systematic risk factors in the model;

(b) perform a variety of stress tests, including sensitivity analyses and scenario analyses, to assess the qualitative and quantitative
reasonableness of the internal default risk model, in particular with regard to the treatment of concentrations; and

(c) apply appropriate quantitative validation including relevant internal modelling benchmarks.

The tests referred to in point (b) shall not be limited to the range of past events experienced.

8. The internal default risk model shall appropriately reflect issuer concentrations and concentrations that can arise within and across
product classes under stressed conditions.

9. The internal default risk model shall be consistent with the institution's internal risk management methodologies for identifying,
measuring, and managing trading risks.

10. Institutions shall have clearly defined policies and procedures for determining the default assumptions for correlations between
different issuers in accordance with point (c) of Article 325bn(1) and the preferred choice of method for estimating the default probabilities in
point (e) of paragraph 5 of this Article and the loss given default in point (d) of paragraph 6 of this Article.

11. Institutions shall document their internal models so that their correlation assumptions and other modelling assumptions are transparent to
the competent authorities.
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Riferimenti normativi

Look through approach Index e multi underlying option per calcolo Jump To Default

RTS on gross JTD amounts:

For exposure in collective CIUs, institution shall calculate the own funds requirements for market risk of a position in a CIU with one of the
approaches specified below:

a) where an institution is able to obtain sufficient information about the individual underlying exposures of the CIU, the institution shall
calculate a gross JTD amount for each underlying of the CIU that falls in the scope of the DRC, by looking through to the underlying
positions of the CIU as if those positions were directly held by the institution.

b) For CIUs where the institutions is not able to look through, the CIU shall first take position to the maximum extent allowed under its
mandate or relevant law in the exposures attracting the highest own funds requirements and shall then continue taking positions in
descending order until the maximum total loss limit is reached. Once the exposures of the CIU have been determined in accordance
with this requirement, a gross JTD amount would be calculated for each of them.

c) If institution has a position in a CIU that tracks an index benchmark (annualised return difference between the CIU and the tracked index
benchmark over the last 12 months is below 1%), the institution may treat the position in the CIU as a position in that index. Hence it
can look through the index and calculate a gross JTD amount for each component of the index falling in scope of the DRC.

For traded non-securitisation credit and equity derivatives, included multiple underlying positions of a single security or product (e.g. index
options), JTD for individual constituents shall be determined by applying a look-through approach. This is defined as the difference
between the value of the security or product assuming that each single name referenced by the security or product defaulted, separately from
the others, and the value of the security or product assuming that none of the nhames referenced by the security or product defaulted.

© 2021 AIFIRM 10 © 2021 ASSIOM FOREX



Riferimenti normativi

Validazione della misura

CRR II, Article 325bp (7-11):

As part of the independent review and validation of the internal models that they use for the purposes of this Chapter, including for the risk-
measurement system, institutions shall: (a) verify that their approach for the modelling of correlations and price changes is appropriate for
their portfolio, including the choice and weights of the systematic risk factors in the model; (b) perform a variety of stress tests, including
sensitivity analyses and scenario analyses, to assess the qualitative and quantitative reasonableness of the internal default risk
model, in particular with regard to the treatment of concentrations; and (c) apply appropriate quantitative validation including relevant
internal modelling benchmarks. The tests referred to in point (b) shall not be limited to the range of past events experienced.

The internal default risk model shall appropriately reflect issuer concentrations and concentrations that can arise within and across product
classes under stressed conditions. The internal default risk model shall be consistent with the institution's internal risk management
methodologies for identifying, measuring, and managing trading risks. 10. Institutions shall have clearly defined policies and procedures for
determining the default assumptions for correlations between different issuers in accordance with point (c) of Article 325bn(1) and the
preferred choice of method for estimating the default probabilities in point (e) of paragraph 5 of this Article and the loss given default in point
(d) of paragraph 6 of this Article. 11. Institutions shall document their internal models so that their correlation assumptions and other
modelling assumptions are transparent to the competent authorities.
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