Forensic & Litigation Consulting – Financial Institutions

BANK GOVERNANCE & REGULATION

Stress Testing Services
Representative Services
• Asset-Liability Management
• Asset-Liability Modeling
• Bank Board Training
• Board of Director Reports and
Disclosures
• Capital Planning and Management

S

tress testing, as a major component in the overall risk management fabric of a
financial institution, should not only comply with regulatory capital adequacy
requirements, but also should help facilitate the business strategy and planning
functions of the organization. The FTI Consulting Bank Governance & Regulation
practice helps clients meet these objectives by focusing on three major themes:
• Ensuring that governance and operational components of stress testing are efficiently
executed to meet the requirements of applicable regulations;
• Assisting the board and management understand and interpret regulatory requirements,
internal processes and stress testing results; and

• Capital Stress Testing

• Helping to improve the stress testing process and the integration of stress testing with
other financial and operational risk management initiatives.

• Data and System Governance
Services

Who We Are

• Liquidity Modeling

As a leading independent consulting firm, FTI Consulting is often the preferred provider of
critical services to financial institutions. Our Bank Governance and Regulation practice
comprises a team of experienced professionals including former senior managers at bank
regulatory agencies and financial institutions who have the expertise and experience to
add value while addressing client concerns. Our financial professionals are experienced
bankers, CPAs, CFAs, attorneys, economists, forensic specialists and other financial
professionals with expertise in compliance, enterprise risk management, financial and
operational risk, information technology, and asset valuation. Our team includes former
staff members of the Federal Reserve Board, the Office of Comptroller of the Currency,
FDIC, SEC, Department of Justice and state Attorneys General.

• Policy & Procedure Development

Meeting the Challenges

• Pre-examination reviews and
assessments

As the experience and expertise of regulators increase, greater emphasis is being placed
on adherence to guidelines and broad integration of risks into stress testing scenarios and
models. To meet this challenge, financial institutions must devote proper attention to
meeting regulator stress testing expectations while concurrently attending to fundamentals
and forward-looking changes that enable them to stay ahead of the competition. We help
our clients meet these challenges by offering the following stress testing services:

• Enhanced Regulatory Expectations
• Enterprise Risk Management
• Governance Assessment and
Structuring
• Liquidity Leverage Ratio and Net
Stable Funding Ratio Transitioning

• Process Design and Policy and
Procedure Development
• Regulatory Compliance
• Regulatory Reporting
• Risk Assessments

• Governance Framework Assessment
FTI Consulting professionals conduct high-level assessments of the role and involvement
of the Board, risk committees, management and risk officers in the fundamental
elements of the client’s risk management structure, including controls, corporate culture
and management reporting, with particular emphasis on their influence on stress
testing. Our assessment is designed to uncover areas where the governance framework
can be strengthened, taking into account the balance between the business objectives
of the organization and those of applicable regulations. Our consultants thoroughly
understand the detailed requirements of stress testing, regulator expectations and the
influence of governance upon models and practices and their outcomes.
• Model Validation
Our model validation process assesses the assumptions, technical components, data
integrity and the process and controls inherent in model development and their
application for decision making. We also assess the conditions under which
assumptions may lose validity. We help clients anticipate, prepare for and respond to
operational, financial and technical stress testing requirements raised by regulators.

CRITICAL THINKING AT THE CRITICAL TIME™
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Our model validation process addresses the following major
aspects of stress testing:
• The governance framework for developing, conducting,
interpreting and using stress test results, including responses
to potential crisis scenarios;
• Data elements being measured, their value range and
thresholds, and correlations within the enterprise;
• Risk factors;
• Various discrete and aggregate scenarios under which tests
will “stress” the financial stability of the institution, including
the various measures of capital adequacy; and
• Assessment of the reliability of the test components and
protocols.
In addition to helping clients meet their regulatory compliance
requirements, our validation process contributes to improving
our client’s financial position.

Risk Efficiency Services
FTI Consulting’s Risk Efficiency Services help clients preserve
the value created by company activities, uncovering and
avoiding potential negative activities and events, and helping to
drive improved performance and more effective decision
making.
Our efficiency diagnostic is designed to evaluate the current
state of a stress testing program across people, process, data
and technology while identifying gaps and considerations for
remediation and potential opportunities for technology
innovation. We focus on the design and implementation of
recommendations to improve efficiency, helping transform
business and technology functions into an optimal process for
stress testing.

Stress Testing Services

Our professionals are industry leaders in the use of strategic
and innovative technology for data discovery, risk management
processes and controls, data analysis, and data security. We
apply this expertise to assess and improve stress testing and
other risk management-related information systems.

Model Implementation
Our implementation of a comprehensive stress testing model
improves an entity’s risk management, capital planning, balance
sheet management and profitability analyses capabilities,
enabling clients to make improvements more quickly than by
relying on an in-house group alone. We provide a bottom-up
approach that is aligned with emerging regulatory and
management best practices. Our holistic solution uses a
competing risk framework to provide projected cash flows under
regulatory stress scenarios at granular econometric and product
levels to evaluate both sides of the balance sheet.

Flex Modeling
FTI Consulting’s ability to deliver a holistic stress testing model
enables us to configure our model to deliver solutions in virtually
any manner our clients require, whether stress testing the entire
organization or specific portfolios, instruments, or activities. Our
model is a balance sheet tool that is generally more
sophisticated and flexible than most existing models. For
example, our model can run multiple models from competing
vendors and compare results, or address asset and liability
modeling challenges within one framework. In addition, our
platform enables us to run competitor models, a bank’s own
internal models, or our own models.

Corollary Services
Our stress testing solutions, and other services, can be
leveraged to solve a number of challenges, including economic
modeling, liability modeling, liquidity modeling, asset valuation,
credit risk, data management and governance frameworks.
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Bank Governance and Regulation- Service Capability Brochures
Specialized service capabilities are described in the following brochures.
 Anti-Money Laundering & Bank Secrecy Act

 Bank Board Training

 CFPB Consulting

 Credit Risk

 Due Diligence

 Expert Witness & Litigation Support

 Fair Lending and CRA

 Financial Risk

 Governance

 Regulation and Compliance

 Accounting & Financial Reporting

 Information Security Risk Management

Visit the FTI Consulting Bank Governance and Regulation website to download our brochures, articles and white papers:
http://www.fticonsulting.com/industries/financial-institutions.aspx
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About FTI Consulting
FTI Consulting is a global business advisory firm dedicated to helping organizations protect and enhance enterprise
value in an increasingly complex legal, regulatory and economic environment. FTI Consulting professionals, who are
located in all major business centers throughout the world, work closely with clients to anticipate, illuminate and
overcome complex business challenges in areas such as investigations, litigation, mergers and acquisitions, regulatory
issues, reputation management and restructuring.
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