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see also forwards; futures; options;

swaps

detective controls 62-5, 194-6, 296-7,
300-2

disclosures 277, 287, 297-8
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68-74, 198-202, 206-8, 238, 250-1,
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efficient markets 245-6
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escalation decisions 12, 72—4, 1024,
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ethics 100-19
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European options 179-80
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(FMEA), scenario analysis 206—-8
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fair values 45
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286, 293, 300-2

financial institutions 2—8, 12-13, 21-3,
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financial intermediaries 12, 22-5,
126-58, 160, 169-71

financial obligations, credit risk 127-58
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Financial Services Authority (FSA) 282,
284

Financial Stability Board (F5R) 6-7,
2834

firm-wide views of risks 47-8, 54

first movers 23945

“fit for purpose’ moels 245-7

fixed cost elemers, profit and loss
2412251

foreigriexchange 24, 128, 136-7, 144,
105,162-88, 219, 221, 227, 260-9

fereign exchange risk 24, 160, 162-5,
174-7, 1834, 221, 260-9

forwards 130, 144, 173, 221, 227, 244-5,
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fraud 23, 24, 26, 27, 40, 48, 63, 71,
168-9, 194-6, 255-6, 262-9

front office, market risk 167-71

FSB see Financial Stability Board

FTSE100 index 175-6

funding liquidity risk 23, 28, 88-91,
98-9, 122-3, 156, 160-1, 216-33,
255-69, 287, 295-7

futures 71, 130, 171, 264

G20 2834

game theory 20

‘Garbage In gives Garbage Out’ 246

GDP 244
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governments 5, 26-8, 80-2, 867,
99-100, 116-17, 238, 300-2

Greek bonds 157

gross income, indicator operational risk
estimations 202—4, 290

group risk committees 2

groups 100-19, 151-2, 281-3, 300-2

groupthink dangers 56, 114, 250-1

guarantees 130, 160

guidelines 5-6, 276-81, 286-7, 300-2

hacker threats 211

‘haircuts’, collateral 155-6

harm, precautionary principle 12, 21-2,
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hazard analysis, scenario analysis 206—8

heat maps 198-9, 209-14, 256-9

hedging models 45, 71, 162-3, 165-6,
184, 186, 229, 230-1, 252, 258-9
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202-5

individuals, risk culture 100-19, 185

industrial sectors, credit risk 133—4, 142,
145-6, 149, 153, 232-3
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249-51
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initiatives 5, 6, 99-100, 113, 272-3

inflation risk, concepts 24, 146

information 21-2, 27, 38-57, 61-5,
68-70, 73-7, 84-5, 101-4, 111-19,

165-71, 199-202, 204-8, 209-14,
221-4, 230, 249-52, 254, 265-9,
300-2
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insider trading 117, 2634

Institute of Risk Management 101,
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208, 212-14, 250, 272-3, 277-8
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171, 224, 229,.2306-1, 264

interest rates 24, 5%-9, 44-5, 63-5,
69-70, 85-0, 102, 116-17, 122, 134,
135-7,.143-4, 146-8, 160, 162-88,
218,..23-6, 233, 258-9, 260-9,
2957

intornal audits 46, 47-8, 52, 56, 57, 69,
106, 113-17, 167-71, 199-204,
210-14, 298, 301-2

Internal Capital Adequacy Review
Process (ICAAP) 295-7

internal environment 19-20, 23, 25-8,
61-5, 68-74, 164-71, 193-214,
268-9

internal sources of risk/uncertainty 27,
61-5, 68-74, 193-214, 268-9

internal transfer pricing 7, 224, 229-33,
296-7

International Corporate Governance
Network (ICGN) 5-6

International Standards Organisation
(ISO) 17, 45, 60-1, 79

Internet 170, 298

interviews, SIF interviews 6

investment banks 283—4

investment risk 8, 239-40

investors, stakeholder concepts 80-2,
167, 233

ISDA 152, 157
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194-6, 23941, 245-9, 251,
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key man risk 76, 86, 2367, 249-52

key performance indicators (KPIs) 40-1,
44, 48-9, 83, 201

key risk indicators (KRIs) 401, 424,
48-9, 197-8, 199-202, 205-8,
209-10

knowledge 21-2, 27, 38-57, 61-5, 68-9,
72-3,101-4, 111-19, 165-71,
199-202, 204-8, 20914, 221-4,
240-1, 249-52, 257-69, 300-2

leaders 107-19, 239-40
leases 126
legal issues 20—1, 24, 48, 49-51, 62-3,
70, 88-9, 1424, 152, 1567, 168-9,
193-6, 255, 257-9, 262-9, 272-3,
280-302
Lehman Brothers 143, 283
‘lessons learned’ post-mortems 73—4,
109, 211, 214
LGD see loss given default metrics
liabilities, asset/liability mismatches
217-33
LIBOR 38, 102, 117, 135-7, 264
library of risks 73
likelihoods 17-19, 25-8, 69-70, 137.-42,
262-9
liquidations 20-1, 1367, 143-4;.216,
283-6, 290
liquidity coverage ratio /L.CR) 220-1,
225-7
liquidity risk 7, 8, 11,:22-3, 28, 41-2, 44,
49-51, 63-5, 71-4, 84-90, 98-9,
122-3, 130, 156, 160-1, 184, 185-6,
194, 215-34, 236, 254-9, 264-9,
287, 295-7
see also funding . . . ; market. . .
business lines 218-19
costs of funding 2224
definitions 23, 122-3, 185-6, 216-19,
255, 264-5
framework 216, 2204
metrics 216, 220-1, 225-9, 256-9,
264-9
reporting requirements 216—17
risk appetites 84-90, 222, 224-5, 230,
296-302
risk interactions 254-9, 264-9

risk management 63-5, 71-4, 122-3,
156, 184, 197, 216-17, 220-33,
254-69, 287, 295-7

sources 216-18, 264-9

time frames 217-18, 220-1, 225

‘Living Wills’ recovery/resolution plans
7,28, 150, 283-6

loans 126-58, 16471, 217-33, 258-69,
292-302

locational factors, risk culture 117,
145-6, 150

lognormal distributions 29-32, 245-6

long positions 2-3, 143—4, 1634

loss distribution approach (I.0'A) 207-8

loss given default metrics+1.CD) 134,
1424, 145-8, 152-2,.260-2, 268-9

loss-data risk informmation sources 2078,
209-14

maintenar cc rrogrammes, operational
rigk 1 9/-8
maragment information reports 302
niargin calls, futures 71
marginal approach to credit risk 147-8
marked-to-market values 69-70, 131-2,
143-4, 149, 155, 1624, 172-3, 186,
260-1
marked-to-model values 143—4, 155,
1624, 186, 245-7, 260-1
market crashes 2-3, 5-7, 21-2, 26-8, 34,
38,52, 76-7, 81, 99-100, 116, 122,
123, 154, 157, 162, 179
market discipline, Pillar 3 (market
discipline) regulatory requirements
277, 287,297-8
market liquidity risk 185-6, 217-18,
231-2
market risk 8, 11, 18, 22-5, 29-32, 33,
41-2, 44-5, 49-53, 63-5, 68-74,
84-6, 122, 126, 130, 136-7, 146-8,
156, 159-89, 194, 196-7, 218, 229,
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see also commodities . . . ; foreign
exchange . . . ; idiosyncratic. . . ;
interest rate . . . ; systemic. . .
business lines 165-71
capital requirements 288-95
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market risk (Continued )
definition 24, 122, 160-4, 2424, 255
economic capital 169-71, 1804, 225,
260-3, 266-9
framework 161, 164-71
metrics 162-4, 165-83, 25669,
288-95
reporting requirements 16471
risk appetites 84-6, 162-4, 169-72,
180-8, 196-7, 2434, 296-302
risk factor metrics 171, 173-8, 183,
186-7
risk interactions 254-61, 263-9, 285-6
risk management 63-5, 66, 68-74, 122,
146-8, 156, 160-1, 162-71, 176-7,
180, 183-8, 197, 218, 229, 2424,
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sources 160-1, 162-5, 263-9
stop-loss metrics 171, 172-4, 175
upside possibilities 184
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162, 286-7
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136-7, 160-1, 171-2, 181-3, 182
188, 260, 2634, 268-9, 273, 297-38
market shares 197-8, 23940
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251
mathematical/statisticar models 29-32,
43-5, 54, 69.-70.122-3, 145-58,
177-83. 2447
matrix management 114, 131-2
media biases 69-70, 72, 118, 192
Memoranda of Understanding (MoU)
278, 281
mental models 18-19, 44
middle office, market risk 167-71
middle-outwards perspectives of risk
oversight 12, 3940, 41, 424,
131-2, 165-71, 180, 201-2
minority investments 32
mis-selling events 64-5, 11617, 123,
192, 209, 268-9
mitigation controls 54, 56, 62-8, 704,
149-58, 168-71, 194-6, 198-9,
206-8, 238, 249-51, 257-69, 283-6,
296-302

model operational risk estimations 202,
204-8, 213-14, 244

model risk 22-3, 31-2, 54, 77, 123,
137, 156, 177-81, 236-7, 244-17,
258

models 6-7, 12, 18-19, 22-3, 29-32,
38-9, 43-5, 52-3, 62-5, 69-70,
85-6, 109-11, 122-3, 132-58,
172-89, 201-2, 204-8, 244-7, 273,
288-303

monetary policy 867

money markets 128, 166-71, 217-18,
221-2,298

monitoring consideratiens 3, 4, 12, 26,
42-3, 45,4950 51-2, 65-8, 724,
99, 117-1¢, 119-50, 168-71, 200-2,
281, 296302

Moody’s 127

morai nazard 212-13, 277

merigage-backed securities (MBSs)
1534

iortgages 126-58, 223-33, 255-6

MoU see Memoranda of Understanding

mutual respect, risk culture 112,
116-17

national differences, regulatory
environment 279-83, 285-7,
299-300

natural disasters, operational risk 23, 26,
194-6, 209, 21213

negative interest rates 163

net present values (NPVs) 20

net stable funding ratio 227, 228-9

netting, credit risk 20-1, 1434, 148,
154-7, 170-1, 260-1

new products, concepts 50-1, 62, 64-5,
82-3, 11417, 126-7, 149, 211-14,
238

New York Stock Exchange 164

non-executive directors (NEDs) 2, 4-5,
53,302

non-trading (banking) books 130-2, 149,
161, 162-71, 183-8, 242, 258-9,
290-7

normal distributions 29-32, 178-85,
245-6
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objectives, risk definitions 17, 77-8,
199-202, 208-9, 252, 300
OECD 300
off-balance sheet items 16, 126, 158,
164-5, 220, 228-9
Office of the Comptroller of the Currency
(OCC) 281
omission bias 56
on-balance sheet items 16, 126, 158, 220,
228-9
operational risk 8, 11, 22-3, 24, 26-8,
29-32, 40, 41-2, 44-5, 48, 49-53,
62-3, 68-74, 79-82, 84-6, 99,
122-3, 127, 130, 150-2, 156-7,
168-9, 191-214, 236, 237-41, 248,
250-1, 254-69, 288-302
see also fraud; legal . . . ;
mis-selling . . . ; natural disasters;
tax. ..
business lines 194-6, 203—4, 207-8
capital requirements 202-8, 288-95
definition 23, 24, 27, 48, 122, 123,
192-6, 208-9, 255
economic capital 205-6, 225, 263-9
framework 193, 196-202
heat maps 198-9, 209-14
indicator operational risk estimaioi.s
202-5
metrics 193, 197-8, 199-208, 25669,
288-95
model operational s cstimations 202,
204-8, 213-14, 244
reporting requirements 196-202, 204,
205-8
risk appetites 79-82, 84-6, 192-3,
196-208, 21214, 249, 296-302
risk interactions 254-9, 262-9
risk management 62-3, 68-74, 99,
122-3, 152, 156-7, 168-9, 192-3,
196-214, 250-1, 254-69,
295-302
sources 193-6, 251, 254-9, 262-9
time horizons 193—4, 198-202, 207-8,
251
operations risk functions 47, 50, 52, 72,
168-71
opportunity costs 64-5, 240

options 45, 66, 130, 144, 1634, 179-81,

221, 245-6, 260, 264
see also American. . . ; barrier. . . ;

call...; European...;put...

outsourcing 48-9, 241-2, 247-9

over-the-counter transactions (OTCs)
127, 130-3, 135-7, 152, 153-7, 164,
170-1, 229, 244-5, 258-9, 2601

overconfidence bias 55

overdrafts 221

owners of companies, board
responsibilities 4-5

PD see probability of default metrics

pensions 79, 80, 167, 242-4,292-5

performance evaluaticus/2ppraisals 119,
208-14

PFEs see potential {fiture exposures

Pillar 1 (minimui capital) regulatory
requireinents 23, 277, 2867, 288-95

see aisolier. ..

Pillar 2 (supervisory review process)
-egulatory requirements 23, 277,
287, 295-7

Pillar 3 (market discipline) regulatory
requirements 277, 287, 297-8

policies 4, 13, 33, 47-8, 53, 56, 66, 83-0,
98, 100-19, 150-8, 196-204, 2234,
230, 298, 300-2

politicians, post-financial-crisis
initiatives 5, 117-18

portfolio risk management models 24,
44-5,71-2, 85-6, 114-17, 122-3,
136-58, 1604, 175-81, 207-8,
245-7

portfolio simulations metric 171-2,
177-81, 182

portfolios, counterparties 24, 132-58

portfolios of market risk 163—4

position-taking role of traders 169-71

post-financial-crisis initiatives 5-8, 26-8,
99-100, 113, 116-17, 151-2, 216,
272-3, 283-6, 293, 300-2

potential future exposures (PFEs) 130

precautionary principle 12, 21-2, 601

precision considerations, risk 19-20,
177-8
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present values (PVs) 20, 1734, 176-8

‘pressure to conform’ dimension of risk
culture 109-11

preventative controls 5-7, 26-8, 62-5,
99-100, 194-6, 197-202, 209-14,
283-6, 296-302

prices 169-71, 179-80, 244-6, 260, 264

Principles for the Supervision of Banks’
Foreign Establishments (Concordat)
278, 281-2

Prisoner’s Dilemma 20

private banks 126-58, 240

pro-active risk oversight expectations 3,
57,69, 197-8

pro-cyclical factors 26, 146

probabilistic risk analysis (PRA) 206-8

probabilities 17-19, 29-32, 69-70, 134,
137-42, 144, 145-8, 152-8, 206-8,
257-9, 262-3, 268-9

probability of default metrics (PD) 134,
137-42, 144, 145-8, 152-8, 257-9,
262-3, 268-9

procedures 4, 13, 47-8, 53, 56, 98,
100-19, 150-8, 196-202, 298

products 50-1, 62-5, 82-3, 11457,
126-30, 149, 1601, 16571, 194-6,
2034, 211-14,217-16, 222, 228-9,
238, 244-7, 287-8

profit and loss (P&Lj 17,22-3, 40, 45,
68, 714, 85-C. 132, 147, 162-3,
172-3, 185.250-7, 241-2, 255,
260-1, 302

project risk 239-41, 251

proprietary trading 7, 172

provisions 68, 132, 147, 292-5, 298

prudential regulatory processes 26,
276-302

psychology of risk 81

public relations, mitigation controls 63

publication needs 53, 83—4, 298

put options 144, 163—4

qualifying reserve assets 160-1, 1624,
216-33, 264-9, 283

qualitative expressions of risk 41, 77,
82-7,297

quantitative easing 86—7
quantitative expressions of risk 41, 53,
717, 82-7, 297

RAROC see risk-adjusted return on
capital
real options 20, 221, 240-1
rearrangements of mortgages 151
recency effect 55, 56
recovery plans 7, 28, 63, 150-8, 168-71,
238, 249, 283-6
recovery rates 142—4
recruitment of outside resources, risk
culture 112-17
reduction risk manazeinent approaches
70-4, 78-C, 1528, 230-3, 257-9
regressions to the mean, biases 55
regulatory capital 12, 29, 32, 334, 44-5,
11—4.78-9, 135, 150, 161, 171-83,
192, 202-8, 2201, 225-33, 244-5,
254-9, 272-303
see also Tier . ..
regulatory colleges 272
regulatory environment 2—12, 20, 23,
26-9, 32-4, 44-9, 53, 56, 64-5,
70-82, 99-100, 109, 113, 116-18,
122-3, 135, 150, 161, 171-83, 192,
193, 196-208, 216-17, 220-33, 238,
244-5, 254-9, 271-303
see also Basel . . . ; Dodd—Frank;
European Directives; governance;
Pillar. ..
concepts 2-8, 271-303
Concordat 278, 281-2
historical background 278, 286
impacts on firms 281-6
influences 299-302
MoU 278, 281
national differences 279-83, 285-7,
299-300
post-financial-crisis initiatives 5-0, 8,
26-8, 113, 116-17, 216, 272-3,
283-6, 300-2
pro-cyclical aspects 26
risk metrics 22-3, 48-9, 161, 205-8,
220-33, 254-9, 273, 288-303



JWBKS598-IND

JWBKS598-Laycock

Printer: Yet to Come

Index 317

roles 272-3, 276-8
sanctions 64-5, 150
reporting requirements 40-2, 46-51,
65-74,76-7, 100-3, 123, 131-2,
164-71, 187-8, 196-202, 204,
205-8, 216-17, 272-303
repurchase agreements (repos) 1434,
230-1
reputational risk 22-3, 42, 63, 64-5, 86,
87-8,98-9, 102, 111, 123, 192-3,
197, 208-14, 236-8, 251, 255,
295-8
reserves 132, 147, 160-1, 1624,
216-33, 264-9, 283, 291-5
residual risk, definition 68-9, 77-8
resolution plans, ‘Living Wills’
recovery/resolution plans 7, 28, 150,
283-6
resources risk 76, 86, 2367, 249-52
respect 112, 116-17
retail banks 7, 23-4, 42-3, 126-58,
166-71, 195, 2034, 206, 218-19,
221-2, 240-1, 272-3, 283-6
retained earnings 32, 78-9, 2224, 229,
291-5
return on capital (ROC) 6-7, 32-3, 24,
83, 88
return on equity (ROE) 20, 82-.5;-276,
291-5
returns 3-7, 20-3, 24, 22-4. 46, 61-6,
70-3, 82-3, 82—21,05-9, 102-3,
114-15, 126-7, 132-3, 147-50, 158,
1604, 171-2, 177-81, 192-3,
245-17, 251, 261, 276, 291-5
‘reverse’ scenarios 73, 211-14
risk
see also credit. . . ; liquidity . . . ;
market. . . ; models; operational . . .
concepts 2-8, 11-13, 16-34, 121-3,
147-8
definitions 16-18, 64, 68, 147-8
returns 3-7, 20-3, 24, 46, 61-6, 70-3,
82-3, 88-91, 98-9, 102-3, 114-15,
126-7, 132-3, 147-50, 158, 1604,
171-2, 177-81, 192-3, 245-7, 251,
261

sources 19-20, 22-3, 25-8, 61-74,
78-9, 81-2, 126-30, 149, 160-5,
184, 216-18, 236, 251, 255-9

terminology concepts 7-8, 12—13,
16-22, 61-5, 76-9, 83—4, 100-108,
1614

types 8, 22-3, 25-8, 29, 33, 41-2, 68,
77-8, 121-3, 147-8, 161-2, 236-52,
295-7

risk analysis 12, 46, 48-9, 60-4, 65-8,
69-74

risk appetites 3, 8, 11-13, 16, 20-2, 38,
40-2, 47-54, 57, 66, 70-95, 98-106,
110-17, 127, 133-50, 152-8, 1624,
169-71, 180-8, 208--14, 2434,
249-69, 296-302

cascading risk appeties 83-7, 98-9,
113-17, 205-%,222, 263

definition 0-1,76-9

dynamic asrects 86—7

ecorumiic capital 83-7, 134, 149-50,
165=71, 1804, 201, 256-69

reporting requirements 767

risk culture 98-106, 110-17, 118, 150,
153-8

risk interactions 254-69

stakeholders 12-13, 38, 49-50, 70-1,
76-8, 79-82, 208-14

terminology concepts 76-9, 83—4

time horizons 78-9, 867, 135-48,
1624

risk capacity, definition 77-8, 209

risk compass 104-6

risk culture 7-8, 11, 13, 19-20, 22, 27,
43, 53, 60, 97-120, 150, 168-71,
200-2, 207-14, 250-1

definitions 98-102

feedback loops 13, 107-19, 207-8,
290-5, 3012

inadequate risk cultures 98-9, 102,
104, 110-11, 118

leaders 107-19

locational factors 117, 145-6, 150

reporting requirements 100-3, 168-71

risk appetites 98—106, 110-17, 118,
150, 153-8
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risk culture (Continued)
scorecard models 109-11
surveys 118
terminology concepts 100-108
risk evaluations 12, 16, 65-8, 70—4
risk frameworks 38-9, 45-53, 76, 87-95,
98-9, 111-19, 127, 130-4, 161,
164-71, 193, 196-202, 216, 2204,
286-303
risk identification 12, 46, 48-9, 604,
65-9, 72-4, 1034, 152, 164-71,
199-202, 209-14, 2204, 2501,
256-9, 295-7, 3012
risk interactions 8, 11, 123, 136-7,
160-1, 253-69, 285-6
boundary issues 254, 255-9
credit risk 254-65, 285-6
definition 254-9
frequency and severity drivers
256-69
liquidity risk 254-9, 264-9
market risk 254-61, 263-9, 285-6
operational risk 254-9, 262-9
risk management 2-8, 11-13, 20-8,
38-9, 44-53, 57-74, 76-9, 95-9,
103-19, 122-3, 126-34, 142,
146-58, 160-71, 180..1%3-8, 193,
196-202, 216, 220-4,.230-3,
236-69, 272-303
approaches 70-4, 73-9, 152-8,
165-71, 1¢3-5, 208, 212-14, 230-3,
257-69, 286-17,295-7
cost/benefit analysis 71-2, 104, 247,
301-2
credit risk 63-5, 68-74, 122-3, 1267,
129-30, 131-4, 142, 146-58, 170-1,
184, 197, 254-69, 295-7
cycles 61, 65-73
definition 45-6, 60-1, 113, 149-50,
208-9, 286-7
exposure limits 63-5, 70-1, 78-9,
114-15, 130
formal processes 60-74
legal risk 152, 1567, 168-9, 257-9,
262-9
‘lessons learned’ post-mortems 734,
109, 211, 214

liquidity risk 63-5, 71-4, 122-3, 156,
184, 197, 216-17, 220-33, 254-69,
287, 295-7

market risk 63-5, 66, 68-74, 122,
146-8, 156, 160-1, 162-71, 176-7,
180, 183-8, 197, 218, 229, 2424,
249-50, 254-69, 295-7

models 44-5, 62-5, 69-70, 146-58,
172-89, 204-8, 244-7, 273

NEDs 4-5, 53, 302

operational risk 62-3, 68-74, 99,
122-3, 152, 156-7, 168-9, 192-3,
196-214, 250-1, 254-69, 295-302

other risks 236-52

reporting requiretnents 46—7, 48-51,
65-74, 106—=1,-123, 131-2, 164-71,
187-8, 196202, 272-303

responsivitites 66-74, 102-4, 149-50,
183-%,197-204, 208-14, 220-2,
229-30

1:sk interactions 254-69

steps 3, 12, 60-4, 65-74, 149-58,
208-14, 295-7

terminology and components 61-5

‘three lines of defence’ concepts 12,
45-52, 57, 68, 98-9, 104, 113-17,
131-2, 149-58, 167-71, 183-8,
199-202, 222, 230-3, 240-52, 257-9

risk measurement 12, 16, 29-32, 40-3,

48-9, 65-8, 122-3, 126-7, 13448,
161-4, 165-83, 193, 197-208,
209-14, 216, 225-33, 236-52,
254-69, 288-303

risk metrics 22-3, 40-57, 63-5, 77, 82-7,

122-3, 126-7, 13448, 1614,
165-83, 193, 197-208, 216, 220-1,
225-33, 236-52, 254-9, 288-303

risk monitoring 3, 4, 12, 26, 42-3, 45, 49,

50, 51-2, 65-8, 724, 99, 117-19,
149-50, 168-71, 200-2, 281,
296-302

risk oversight 2, 4-5, 6-8, 11-13, 27,

37-57, 60-1, 767, 98-9, 123,
126-7, 149, 165-71, 1834,
199-204, 2204, 272-3, 300-2
see also bottom. . . ;
middle-outwards. . . ; top-down. . .
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risk owners 46-50, 52-3, 56, 68-9,
99-119, 131-2, 148, 167-71,
199-202, 257-9

risk profiles, definition 68-9

risk reviews 65-8, 72-3

risk universe, definition 78-9

risk-adjusted return on capital (RAROC)
32-3, 53,202, 207-8, 212-13,

223

risk-free rates 44-5, 1434

risk-free yield curves 44-5

risk-sharing insurance 212—13

risk-weighted assets (RWA) 34, 137,
291-5, 297

rogue trading, operational risk 27, 63, 69,
72,99, 263, 291

root-cause analysis techniques 62,
210-11

Rumsfeld, Donald 18

‘run on the bank’ problems 216

RWA see risk-weighted assets

S&P500 index 175-6

sale and leaseback arrangements 231

sanctions 64-5, 150

scenario analysis 41, 734, 134, 142
148-9, 177-8, 187-8, 201, 205-¢,
209-14, 222, 232, 242

scorecard models, risk culture 109-11

secured loans 129-30, '5!. 153-8

securities 33—4, 127-¢..155-7, 1534,
166-71, 185-8, 195, 217-19, 2267,
229, 260-9, 276-302

securitisations 71, 148, 153-7

self-assessment aspects of risk
identification 68-9, 199-202,
209-14, 295-7

seniority of claims 142—4

settlements 135-7, 153-7, 166-71, 195,
2034, 219, 266-9

shareholders, stakeholder concepts
79-82, 109, 238, 276-7

Sharpe ratio, definition 88

short positions 2-3, 143-4, 1634

SIFIs see systemically important
financial institutions

SIFs see significant influencing functions

significant influencing functions (SIFs)
5-6,272,276-7, 285-6

simulations 171-2, 177-81, 182-3, 205

sizes of counterparties, credit risk 1334,
149

skills 4, 19, 21-2, 51, 54, 69-70, 109-19,
206-8, 244, 250-1, 257-9, 2667

‘skin in the game’ insurance 212

SMEts, credit risk 133—4

Solvency II EU Directive 278

special purpose vehicles (SPVs) 154,
282-3, 301

specific risks 7-8, 11, 121-3

square root of time 182

stakeholders 2, 3, 4-6, 8,-12—-13, 20-2,
25-8, 29, 38, 70, 76-03, 98-9,
109-19, 151, 208-i4, 23741,
250-1, 2723 276-7, 287-8,
297-302

Standard & Poor’s 137, 141

standardas 5-6, 47-8, 53, 56, 66, 113-17,
129,132, 147-8, 152, 157, 196-204,
279-303

stundby facilities 2301

stewardship concepts 81-2

‘sticky’ deposits 218, 224-33

stock exchange indices 434, 161-2,
175-7, 186

stop-loss metrics, market risk 171,
172-4, 175

strategic risk 22-3, 25-8, 123, 193,
236-7, 239-41, 251, 255

strategy 2-5, 16, 22-8, 29, 33, 41-2,
49-50, 52-3, 57, 77-9, 102-3,
110-19, 123, 135, 171-2, 193,
199-202, 208-14, 220-1, 236-7,
238-41, 251-2, 296-302

stress tests 41, 73—4, 134, 142, 146-9,
158, 177-8, 187-8, 222, 232-3, 242,
296-302

structured products 173-7

submodels, concepts 44-5

subordinated debt 34, 291, 292-5

subsidiaries 7, 28, 49-50, 53, 150, 272-3,
281-6, 291-5, 300-2

succession planning 42, 251

supervisory colleges 299
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supervisory review process 23, 277, 287,
295-7

supplier risk 22-3, 123, 236-7, 247-9

suppliers 22-3, 80-2, 123, 236-7, 247-9

surveys, risk cultures 118

swaps 116-17, 130, 134, 136-7, 152,
156, 171, 224, 229, 230-1, 264

‘Swiss cheese’ model of controls 62

system changes, concepts 50-1

systemic risk 67, 27-8, 111-19, 161-88,
266

systemically important financial
institutions (SIFIs) 6-7, 28, 272,
2767, 285-6

tactics 2, 29, 33, 110-19, 238, 23940,
250-1

tail VaR 182-3

target capital ratio 294-7, 302

tax 50, 79, 182-3, 194, 292-3

technical changes 6-7, 112-17, 150

terminology concepts 7-8, 12-13, 16-22,
31-2, 61-5, 76-9, 83-4, 100-108.
1614

terrorism threats 48, 1934

tests, models 41, 45, 73—4, 124,142,
146-9, 158, 177-8, 184 -6, 244-7,
290-5

‘three lines of defence’ risk management
12, 45-52, 57, 6&, 98-9, 104,
113-17, 12i-2, 149-58, 167-71,
183-8, 192-202, 222, 230-3,
240-52, 257-9

see also corporate risk management

functions; internal audits; risk
owners

Tier 1 (going concern) regulatory capital
34,278, 281, 290-5, 297

Tier 2 (gone concern) regulatory capital
34,290-1, 292-5

time horizons 33, 55-6, 72, 78-9, 86-7,
117-18, 135-48, 149, 1624,
171-83, 186, 1934, 198-202,
207-8, 217-18, 220-1, 225, 251,
288-303

‘tone at the top’ risk culture indicator
108-19

top-down perspectives of risk oversight
12, 39-44, 47, 51-2, 767, 84-5,
98-9, 1034, 108-19, 131-2,
165-71, 180, 201-2, 272-3, 295-7

trading books 122, 130-2, 149, 1604,
165-71, 183-8, 229, 2424, 285-6

trading and sales 126-58, 2034, 219,
258-9, 283

traditions 101-19

training needs 62-3, 210-11, 250-1, 269,
300-2

tranches, securitisations 154

trans-government bodies,
post-financial-crisis initiatives 5, 26

transfer pricing 122.222-4, 229-33,
296-7

transference/transformation risk
mansigesient approaches 704,
165-71, 183-8, 208, 212-14, 230-3,
24.-2,257-9, 296-302

{ronslation exposure 160

‘ransparency issues 4-5, 103—4, 109-19,
177-81, 199-202, 244-5, 287,
297-302

treasurers 2214, 229-33

trigger capital ratio 2947, 302

trigger events, systemic risk 28

trust 82-3, 98-9, 102-3, 115-19

turnover rates, employees 42, 99, 102,
112-17, 118, 199-200, 237-8, 250-1

UK Report of the Parliamentary
Commission on Banking Standards
5-6

uncertainty concepts 12, 17-23, 25-8,
31-2, 64-5, 177-8, 247-8

underwriting risk 8

universal banks 160

unknowledgeable counterparties 21-2

upside possibilities, market risk 184

US Treasuries 63—4, 156

value chains 63, 247-9

values 100-19

VaR (Value at Risk) 41-2, 85-6, 136-7,
160-1, 171-2, 181-3, 185, 188, 260,
263-4,268-9,273,297-8
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variable cost elements, profit and loss winning firms, financial crisis from 2007
241-2, 251 2-3, 87,216

variance, market risk metrics 177-81 work-out teams, credit risk 151-2

variety of data 38-9, 177-8, 199-202, write-down consequences, credit risk
204-8, 254 68

vendor bankruptcies 25-6 write-offs 23940

Vickers Report, UK 7 wrong-way risk 144

vision 113

yield curves 1367, 161-4, 174-7, 224
Walker Report (HM Treasury 2009) 5

warranties, loans 129-30 Z-scores 132
wholesale banks 7, 28, 21718, 222, zero-risk bias 56
265-6, 298 ‘zero-tolerance’ statements 40

Index compiled by Terry Halliday
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