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Moody’s Analytics CECL Webinar Series: 

The Roadmap to Success
TODAY

Empowering Users, Satisfying Auditors

ENTIRE SOLUTION WEBINAR SERIES IS AVAILABLE ON DEMAND AT WWW.MOODYSANALYTICS.COM/CECL

Aug 1 Meeting the Analytic Challenges of CECL

Aug 24 Leveraging Industry Data for CECL Compliance

Sep 6 Lifetime Expected Credit Loss Modeling

Sep 19 Economic Scenarios for CECL: What’s Reasonable and Supportable?

http://www.moodysanalytics/CECL
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Moody’s Analytics CECL Solution Suite
Today’s Focus is on Process Automation
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Olivier Brucker
Senior Director, Banking RegTech

Olivier Brucker is a Senior Director and Sales Manager at Moody’s Analytics working with its suite of Enterprise 

Risk Management Solutions. In his current role, Olivier consults with clients to maximize their return on 

investment from Moody’s Analytics solutions. His focus is on implementation of regulatory compliance solutions 

such as ALLL/CECL, CCAR/DFAST as well as Basel capital and liquidity for domestic and international financial 

institutions.

Emil Lopez
Director, Risk and Finance Analytics

Emil is a Director in the Enterprise Risk Solutions Group, based in New York, focusing on the development of 

software and analytic solutions for impairment accounting (CECL/IFRS 9). Prior to joining the product strategy 

group, Mr. Lopez led risk rating and stress testing modeling projects for Basel and DFAST institutions. Mr. 

Lopez received his MBA from New York University and received his BS in finance and business administration 

from the University of Vermont.

Moderator

Today’s Speakers

Dan Parker
Managing Director, Head of Enterprise Risk Services Sales, Americas

Dan is a Managing Director who manages the client facing teams in the Americas responsible for software and 

analytics solutions. The team works largely with banks and insurance companies on regulatory and accounting 

solutions, as well as products and services for portfolio management, capital management and credit 

origination.
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CECL Implementation Concerns
What is the most significant challenge you anticipate in CECL 

implementation? 

32%

27%

18%

11%

2%

10%

February 2017

 Data availability

 ECL quantification

 Scenario design

 Qualitative overlay methodology

 Performance (i.e. speed of execution)

 Data and processes governance

35%

18%

37%

10%

August 2017

Data availability

Scenario selection, design, and support

Expected credit loss methodology

Process governance and controls

Are infrastructure challenges 

(and opportunities) being 

overlooked?

Source: Moody’s Analytics CECL Surveys
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Typical CECL Process and Key Challenges

• Exposures

• Counterparties

• Risk Mitigants

Data

• Scenarios

• Loss Rates

• PD/LGD/EAD

• DCF/Non-DCF

Estimation 
Approach • Lifetime ECL

• Allowance

• Provision

Calculation

• Attribution

• Trends

• Drill-down

• Benchmarking

Analysis
• Qualitative 
factors

• Supporting 
documentation

Management 
Overlay

• Approvals

• Disclosures

• Management 
Reporting

Reporting

Quantification Automation & Reporting

» Portfolio segmentation

» Modeling methodology

» CECL compliant credit risk estimation

» Economic forecasts

» Sensitivity analysis

» Cash flow modeling

» Qualitative adjustment framework

» External support data

» Centralized input data

» Multiple loss estimation approaches

» Results analysis and drill-down

» Qualitative and management overlays

» Governance and controls

» Comprehensive audit trail

» Disclosures and management reporting

» GL posting
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Integrate 
Banking 

Processes

Foster 
Collaboration

Strengthen 
Governance 

and 
Auditability

Improve 
Decision-
making

Grow with 
You

Maximizing Value from your CECL Processes

Extract Value of New Computing Technology
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Integrate Banking Processes

ALLL / CECL Regulatory 

Capital

Stress Testing
Origination &

Portfolio Mgt
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LIFETIME 

EXTRAPOLATION

ADJUSTMENT 

FOR FUTURE 

CONDITIONS

ADJUSTMENT 

FOR CURRENT 

CONDITIONS

APPROVALS

ANALYSIS & 

BENCHMARKS

ECL & 

ALLOWANCE 

CALCULATION

ALLOWANCE 

ADJUSTMENTS

REPORTING

DISCLOSURES

GL POSTING

CECL 

ADJUSTMENTS

OUPTUT & 

ANALYSIS

MASTER 

RATING SCALE

(MRS)

Allowance System

QUALITATIVE

FACTORS

QUANTITATIVE

FACTORS

QUALITATIVE

SCORE

QUANTITATIVE

SCORE

Risk Rating System 

Credit Risk Models Engines 

RATING

OVERRIDES 

1-YR TTC RISK 

MEASURE*

Integrate Banking Processes

Risk Rating and CECL
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Regulatory Capital and CECL

Integrate Banking Processes

Credit Quality Impacts Both

Available Capital Current Capital Change in Future 
Required Capital

Capital Consumed 
Due to Credit Risk
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Stress Testing and CECL

Integrate Banking Processes
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Workflow

Foster Collaboration

Structure

Approvals Timeline

Reports

Multiple user 

interaction
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Foster Collaboration
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Foster Collaboration
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Strengthen Governance and Auditability

How auditors will audit the CECL estimate:

» Obtain an understanding of management’s process 

to establish CECL estimate

» Assess the reasonableness of the estimate by one or 

more approaches

» Internal Control over Financial Reporting (ICFR) 

framework is also tested to ensure that controls are 

designed and operating effectively

ICFR
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Improve Decision-making

Investment in process infrastructure can improve 

management decision-making:

» Diagnose trends and drivers of the allowance

» Inform portfolio management

» Enable ad-hoc inquiries
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Grow with You

As financial institutions grow, so do:

» Regulatory and auditor 

expectations

» M&A integration “pains”

» Datasets and transaction 

volumes

“With great power comes great responsibility”   - Spiderman’s Uncle. .

Transaction 
Volumes

M&A 
Integration

Regulatory 
Expectation

Diversification

Funding and 
Pricing Power

Economies of 
Scale

Institutional Growth
How can CECL software help?
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Methodology Decision Paths

Grow with You

Estimation

Approach

Risk Parameter 

Horizon

Relevant Risk

Parameters

Information Profile at 

Starting Point

Risk Parameter 

Enhancements

Measurement 

Objective

Estimation

Approach

Relevant Risk

Parameters

S
e

g
m

e
n

t 
L

e
v
e

l 
C

h
o

ic
e

s

» Incurred Loss or Lifetime ECL?

» Historical Loss Rate, PD/LGD, Migration/Roll Rates?

» Loss Rate, PD/LGD, Discount Rate, Line of Credit Usage 

» Discounted Cash Flow (DCF) or non-DCF?

» Are existing risk measures already CECL compliant?

» Incorporate current/forward-looking information quantitatively or qualitatively?









Empowering Users, Satisfying Auditors, October 5, 2017 31



Empowering Users, Satisfying Auditors, October 5, 2017 32

Extract Value from Computing Technology

Light IT 
Footprint

Computing 
Power On-

demand

User-
centered vs. 
IT-centered 

Applications

Support 
Evolving AI 

Tech

Multiple 
Access 
Points
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Total Cost of Ownership: On-Premise vs. Cloud

Extracting Value from Computing Technology
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Summary

» CECL estimates will incorporate more information and judgment subject to 

examination from regulators, auditors, and other stakeholders

» Centralizing and streamlining the allowance estimation process is a 

significant investment, but one with the opportunity to:

˗ Improve integration of risk management processes

˗ Foster collaboration across functional groups

˗ Strengthen process governance

˗ Aid in portfolio management and decision making

˗ Future-proof a growing organization
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Polling Instructions

1. The        icon will appear in the right hand 

corner of the WebEx platform when it 

comes time for polling.

2. Please select it, so that the icon is blue (as 

shown).

3. Select your answers in the Polling section 

that appears in the right hand panel of the 

platform.

4. Click “Submit.”

5. Results will display after the poll has ended.
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Polling Questions
1. How does your institution plan to manage the allowance estimation process under CECL?

a. Excel-based process

b. Enhance existing system

c. Deploy or build new solution

2. When do you plan to start implementing it?

a. Already in progress

b. Before the end of the year

c. First half of 2018

d. Second half of 2018

e. After 2018

f. Yet to be determined

3. What is the most important benefit you see in automating your CECL process?

a. Improving governance and auditability

b. Improving performance and efficiency

c. Improving accuracy and decision-making



Risk & Finance Practitioner Conference 2017
Theme: The Rise of Risktech

OCTOBER 22 – 24 | FAIRMONT SCOTTSDALE PRINCESS | SCOTTSDALE, ARIZONA

www.moodysanalytics.com/rfpc17



moodysanalytics.com



Empowering Users, Satisfying Auditors, October 5, 2017 39

© 2017 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All 

rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT 

OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND 

MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT 

COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET 

ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. 

CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR 

PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF 

CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT 

RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S 

PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S 

PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. 

NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR 

INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION AND 

UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS 

UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE 

RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN 

MAKING AN 

INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF 

SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, 

DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, 

IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT. 

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human 

or mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S 

adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers 

to be reliable including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and cannot in every instance 

independently verify or validate information received in the rating process or in preparing the Moody’s publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to 

any person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the 

information contained herein or the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees, agents, 

representatives, licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a) any loss of 

present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a particular credit rating 

assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for 

any direct or compensatory losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, 

willful misconduct or any other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or 

beyond the control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in 

connection with the information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR 

ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY 

FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of 

debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors 

Service, Inc. have, prior to assignment of any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it 

fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS’s 

ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities 

who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at 

www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of 

MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 

136 972 AFSL 383569 (as applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section 761G of the 

Corporations Act 2001. By continuing to access this document from within Australia, you represent to MOODY’S that you are, or are accessing the 

document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this 

document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to 

the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail 

investors. It would be reckless and inappropriate for retail investors to use MOODY’S credit ratings or publications when making an investment 

decision. If in doubt you should contact your financial or other professional adviser.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which 

is wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit 

rating agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned 

by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, consequently, the rated 

obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the 

Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 

and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and 

commercial paper) and preferred stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or 

MSFJ (as applicable) for appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.


