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1. Introduction 

Over the years, the actuarial profession has slowly been developing expertise in the banking space. 
Different jurisdictions are at different stages of development, but the trend seems irreversible and is 
expected to accelerate in future years as more and more actuaries get to understand the business of 
banking and how their skills can be utilised in that environment. In view of this, it has become important 
to develop a Banking Practice Development Toolkit (“Banking Toolkit”) to guide jurisdictions that are still 
in their early stages of developing banking practice for actuaries. 

Actuaries are well-equipped with skills that enable them to add value by addressing both everyday 
business problems and complex strategic issues across a broad range of financial services activities, 
including in banking. Banks are central to economic growth, and form a large sector in both the developed 
and developing economies. With such an important role to play in economies, it seems inconceivable 
that actuaries with their skills never developed dominance in banking to help solve the myriad of complex 
issues to which banks are exposed.  

Banks are currently facing significant changes and challenges in two ways, both of which create 
interesting opportunities for actuaries. Firstly, new regulations introduced over the last ten years require 
banks to take a more prudent approach to capital and liquidity than some banks did ahead of the banking 
crisis of 2008. Secondly, new online banking services, made possible by new technologies and the use 
of customer data, have the potential to transform retail banking. Against this background, banks need 
more skills of the type that actuaries possess. At the same time, these changes reduce barriers to entry 
that may previously have existed - indeed, in some areas, it may be desirable for banks to have some 
people who are not influenced by a banking legacy mindset. 

A recent IAA survey, distributed by the Banking Working Group (BWG) in 2017/2018, gained responses 
from over 800 members, representing 37 actuarial organisations. 73% of the respondents who are not 
currently involved in banking indicated that, although they were not currently directly involved in banking, 
would consider a move to banking. Globally, actuaries have recognized the value they can add to a field 
that has been dominated by accountants, investment analysts and other professionals.  

In 2010, the Actuarial Society of South Africa (ASSA) established a Banking Committee, which drove the 
successful development and launch of a Banking Fellowship subject in 2015. The syllabus for this subject 
provides actuaries with information about banking products, risks and regulations, and about banking 
strategy and governance. This enables aspiring and credentialed actuaries to qualify as banking 
actuaries, by applying established actuarial problem-solving skills and techniques to the banking 
environment. 56% of the respondents to the banking survey indicated that they would be interested in 
qualifying as Banking Fellows, indicating a genuine demand and need for this practice area to be 
developed further and formalized in more jurisdictions. 

In light of the above, the IAA Banking Working Group, in conjunction with ASSA, has developed this 
Banking Toolkit to assist member associations in developing actuarial banking communities. These 
communities are expected to drive initiatives to support actuaries interested in entering and adding value 
in the banking sector in their jurisdictions. This Toolkit provides an instructional approach on how to build 
these communities and develop a firm comprehension of the industry. The information provided is based 
on the experiences of ASSA’s Banking Committee and the IAA Banking Working Group. Given the 
infancy of this specialist area, this Toolkit is not positioned as best-practice, but rather as guidance on 
the structural elements that could assist in driving progress.  
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IAA member associations are not required to adopt or comply with this toolkit. The content of this 
document is not binding on any individual actuary. The views expressed in this document are not 
necessarily the views of the IAA. Any feedback on the usefulness of the information in this Toolkit and 
the mechanisms which different jurisdictions have employed to build their own actuarial banking 
communities is welcome.  

 

2. The need for a Banking Fellowship 

The evolving banking landscape 

The banking landscape is constantly evolving. New regulations introduced over the last ten years require 
banks to take a more prudent approach to capital and liquidity management than some banks did ahead 
of the banking crisis of 2008. Since the banking crisis, Basel II introduced in 2008 has evolved to Basel 
III, for which final reforms were published in December 2017.The framework for the Basel regulations is 
similar to that for Solvency II, with three pillars covering the quantification of capital requirements, the 
supervisory review process and public disclosures. 

• Under Pillar 1, banks must quantify their capital requirements for credit risk, market risk and 
operational risk, and may do so either by using the standardised approach that is prescribed in 
the regulations or, subject to regulatory approval, by using their own internal models. Changes to 
the Basel regulations over the last ten years have mainly impacted the Pillar 1 quantification of 
capital requirements for credit risk, market risk and operational risk. 

• Under Pillar 2, as part of their supervisory review process, banks must also quantify capital 
requirements for risks not covered under Pillar 1 (e.g. credit concentration risk and interest rate 
risk in the banking book) and for risks not adequately covered under Pillar 1 (e.g. additional credit, 
market or operational risk for banks that used the standardised approach under Pillar 1). 
Methodologies for quantifying these risks are not prescribed in the Basel regulations, but may be 
prescribed by local regulators.  

• In addition, under Pillar 2, banks must quantify capital buffers that they must hold, on top of their 
capital requirements, to allow for system-wide and bank-specific stress scenarios. 

While supervisory review processes may vary from country to country, they require banks to show that 
they have a proper understanding of their risks and to justify any judgements they have made in the 
assessment of their capital requirements and capital buffers. 

A new challenge for banks relates to the accounting standard IFRS9, which became effective on 1 
January 2018. Until 2017, banks’ credit losses were reported, under IAS39, on an ‘incurred loss’ basis: 
that is, losses were taken as they arose. In the banking crisis, the impact of IAS39 was pro-cyclical: as 
things got worse, reported losses became much larger. It was, therefore, decided to switch to reporting 
credit losses on an ‘expected loss’ basis. The implementation of IFRS9 requires banks to quantify 
provisions that they should hold for future credit losses that would be expected under forecast economic 
conditions - under their base case business plan and under the stress scenarios. IFRS9 requires banks 
to implement a new approach, with more judgement than was necessary under IAS39. In addition, the 
extent that banks make provisions for expected losses, their available capital will be lower under IFRS9 
than it would have been under IAS39 - but their capital requirements should also be lower, possibly by a 
broadly equivalent amount. 

New online banking services, made possible by new technologies and the use of customer data, have 
the potential to transform retail banking. PSD2 (the new EU Payments Directive) allows customers to 
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authorise their bank to pass personal data to approved parties, while application programming interfaces 
(APIs), possibly with some standardisation, will facilitate the transfer of such data. These developments 
will make it much easier for customers to compare products that are appropriate for them and much 
easier for customers to switch between products and/or between banks. 

Competition in retail banking has been inhibited by low levels of customer engagement and 
understanding, leading to an ‘information asymmetry’ between banks and their customers. In future, as 
a result of new online banking services, customers will be informed and empowered, and competition will 
be increased. In addition, as banking moves increasingly from branches to online, there will be reduced 
barriers to entry, including by FinTech companies. Against this background, banks will have to have a 
good understanding of product pricing and profitability, allowing for appropriate methodologies for funds 
transfer pricing and appropriate allocations of shared costs. Banks will also want to understand the value 
of customer relationships. 

As well as encouraging greater competition, new technologies and entry by FinTech companies will lead 
to greater innovation. Likely developments include automated advice systems for mass-market 
customers and personal financial management services that will enable individuals to monitor and 
manage their financial affairs across banking, insurance, investments and pensions. 

Actuaries’ growing interest in banking 

The IAA Banking Working Group recently engaged with member committees around the globe to gain 
insight into actuaries’ interest and involvement in banking. The feedback and interest was remarkable. 
More than 810 respondents from 37 actuarial member associations provided insight.  

Survey respondents were in favour of banking as both a qualification area and as a route to fellowship 
qualification. Analysing the data for members not yet in banking revealed that 73% would consider a 
move to the banking sector. This increased to 83% and 84% for working and university student 
respectively.  

 

When geographies were considered, the results were much the same. The lowest ‘mover percentage’ 
was attributed to the Institut des Actuaires (France), but even then six out of ten would consider a banking 
career. 

68% 71%
83% 84%

67%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Fellow Actuary Associate Actuary Working Actuarial
Student

University Student Unspecified

In
te

re
s
t

Interest by members outside banking by membership type

Not In Banking and  Would Move Not in Banking and Not Interested in Moving Unanswered



 

 

 

  5 

 

The survey tested students’ appetite for a banking qualification, by organisation. Interest was greatest 
(100%) in the Society of Actuaries in Ireland, and lowest (27%) in the Casualty Actuarial Society. 

 

The survey asked respondents to rate four initiatives that the IAA Banking Working Group could start to 
support actuarial professionals and actuarial work in the banking industry.  The rating scale was from 1 
to 10, with 10 being the highest possible rating. The feedback was used to prioritise and inform the 
Group’s work and led to the development of the Banking Toolkit. 

82%

77%

70%

58%

68%

83%

77%

70%

70%

100%

84%

73%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Actuarial Society of South Africa (ASSA)

The Institute and Faculty of Actuaries (IFoA)

Actuaries Institute Australia

Institut des Actuaires (France)

Grouped Societies

Society of Actuaries in Ireland

Colegio Nacional de Actuarios A. C.

Asociacion Mexicana de Actuarios, A.C.

Casualty Actuarial Society

Instituto de Actuarios Españoles

Hrvatsko Aktuarsko Drustvo

Total

Interest

Interest of members not in banking by organisation

Not In Banking and  Would Move Not in Banking and Not Interested in Moving Unanswered

85%

90%

80%

27%

69%

74%

80%

60%

88%

100%

73%

0% 20% 40% 60% 80% 100%

Actuarial Society of South Africa (ASSA)

Actuaries Institute Australia

Asociacion Mexicana de Actuarios, A.C.

Casualty Actuarial Society

Colegio Nacional de Actuarios A. C.

Grouped Societies

Hrvatsko Aktuarsko Drustvo

Institut des Actuaires (France)

Instituto de Actuarios Españoles

Society of Actuaries in Ireland

The Institute and Faculty of Actuaries (IFoA)

Actuarial students interested in banking qualification

Students interested in banking qualification Not interested



 

 

 

  6 

 

Initiative Average Rating 

Initiative 1: Establishment of global qualification 7.28 

Initiative 2: Banking section of IAA 7.45 

Initiative 3: Toolkit for developing banking practice area 7.74 

Initiative 4: More webinars 7.62 

Lastly, 75% of respondents indicated they would like to receive more information on actuaries in banking. 

Where banking actuaries already add value in banking 

Actuaries are employed across a wide range of areas in banks. The table below provides a summary of 
these areas. 

Retail banking Investment banking Group & Treasury functions 

• Credit scorecard 
development 

• Credit risk management and 
reporting 

• Credit, operational and 
market risk modelling 

• Customer analytics and 
profiling 

• Product and pricing of 
banking products (credit and 
other risks) 

• Bancassurance 

• Pricing and trading of 
derivative products 

• Development of structured 
products  

• Development of debt 
instruments in leveraged 
finance 

• Pricing, profitability and 
business case modelling in 
corporate finance and 
advisory services 

• Balance sheet 
management, i.e. asset-
liability mismatching risk 
management and liquidity 
risk management 

• Capital modelling 

• Enterprise risk management 

• Management information 

• Provisioning model 
development 

• Funds Transfer Pricing 

 

For the 54% of the IAA Banking Working Group survey respondents, that already work in the banking 
industry, the areas with the highest participation rates were; 

• Asset-liability Modelling 

• Data and customer analytics 

• Capital and balance sheet management 

• Market risk modelling, management & reporting; and 

• Accounting provision model development and reporting. 

We provide below several case studies and profiles of actuaries who have successfully transitioned to 

banking to display the value that actuaries are already providing in banking institutions.  

The success of actuaries in banking 
In South Africa and other jurisdictions like Australia, actuaries have made a transformative impact in the 
banking space and have as a result enjoyed significant success. A number of case studies of actuaries 
who have played significant roles in banking over the years exist.  
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In addition, the IAA Banking Working Group has developed a report on the roles of actuaries in banking. 
This is posted on the BWG webpage on the IAA website. A number of webinars have also been held that 
showcase the work that actuaries perform in the banking space. Articles have also been featured in a 
number of “The Actuary” magazines of some associations and will remain a common feature for years to 
come. 

To view additional sources and insights into the role of actuaries in the banking space, please visit the 
BWG webpage on the IAA website. Below are some links to presentations from past seminars on banking 
practice for actuaries: 

• Actuaries in Banking: The South African Experience 

• Actuaries in Banking: The U.S. Experience 

• Actuaries in Banking: The Canadian Experience 

3. Toolkit to establish a successful actuarial banking practice 

Our suggested plan for the successful rollout of banking as a well-established and sought-after actuarial 
area and community is based on three pillars: 1) establishing a Banking Fellowship, 2) creating strong 
links with academic research and its practical implementation and 3) positioning actuaries as thought 
leaders in the banking arena. Establishing a local Banking Committee, with an open working relationship 
with the IAA Banking Working Group, is the cornerstone of this plan. 

 

Banking Committee 

The establishment of a dynamic task force of individuals who are passionate about banking and about 
furthering the reach of actuaries is the first and most important step. A Banking Committee that is well-
structured, engages continually, meets regularly and communicates effectively will drive and determine 
the success of the initiatives undertaken. 

https://www.actuaries.org/CTTEES_BANKING/Seminar_Chicago_Oct2017/Actuary_in_Banking_SouthAfrica.pdf
https://www.actuaries.org/CTTEES_BANKING/Seminar_Chicago_Oct2017/Actuary_in_Banking_USA.pdf
https://www.actuaries.org/CTTEES_BANKING/Seminar_Chicago_Oct2017/Actuary_in_Banking_Canada.pdf
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Proposed structure 

The South African experience has shown that it is important to assign responsibilities to Banking 
Committee members to ensure accountability. The following proposed structure has proven effective in 
driving active participation in banking and displaying the value that actuaries can bring to banks. 

• Chairman 

• Secretary 

• Education Lead 

• Research Lead 

• Events and PR Lead 

• General Committee Members 

This Banking Committee structure must be well supported by the establishment of Sub-committees or 
specialist workgroups, for example, to set up seminars, drive research elements or to write a local version 
of the Toolkit. The IAA Banking Working Group has adopted this structure. 

Membership make-up 

Although it may be customary to appoint a Fellow as the Chair of a committee, it may not always be 
feasible in the case of the banking practice area that is still emerging. This is because many actuarially-
trained individuals who went to work in banks early in their careers may not have continued with their 
actuarial exams for the designation of Fellow - possibly because the specialist subjects did not support 
their work experience. It may, therefore, be that several individuals in the actuarial community and 
banking are well-suited to drive these initiatives, without the designation of Fellow. A suitable experienced 
and committed individual is, however, required. 

The Banking Committee should comprise both experienced and intermediate experienced committee 
members. A balance needs to be struck, however as, due to the volunteering-based approach of 
committees, the danger exists of over-delegation to committed individuals. The South African Banking 
Committee has allowed a number of non-qualified but committed members to take a seat on the 
Committee, and some have taken up leadership roles overtime. This has given young aspiring actuaries 
the ability to take part and contribute in an evolving practice area, while their work load is still relatively 
low.   

A recent development in South Africa is that after 8 years in existence, the Banking Committee now has 
representatives from the local banking association, the Banking Association of South Africa, and from 
the regulator, the Prudential Authority under the Reserve Bank of South Africa. 

Terms of Reference 

The Banking Committee should have a clearly defined and well-articulated Terms of Reference to guide 
its work. Some of the key objectives of the Committee’s Terms of Reference may include: 1. providing 
input, from the point of view of the actuarial profession, on matters relating to banking, 2. advising the 
actuarial profession on all matters relating to banking related activities, and 3. leading in the development 
of education material, CPD opportunities, research and professional guidance for actuaries. Another key 
objective that may be included is monitoring and advising on developments in the banking field, both 
locally and abroad. It may be more appropriate to use, as a starting point, a template of terms of reference 
from other associations that may have more established banking practice. The ASSA Banking Committee 
Terms of Reference can be found in the appendix. 
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Meeting frequency 

Banking Committee: Quarterly 
Sub-committees: As needed between quarterly Banking Committee meetings 

Relationship with IAA 

A strong working relationship with the IAA Banking Working Group, including representation on the 
Banking Working Group, will ensure the local Banking Committee has both the access to guidance and 
the support to build a successful and thriving local banking practice area.  

In summary, below are the key stages in establishing a local Banking Committee. 

Banking Committee   

Identify key individuals and establish Banking Committee    

Agree local Banking Committee Terms of Reference   

Appoint members and allocate key responsibilities   

Establish specialist working groups or Sub-committees   

Establish relationship with IAA Banking Working Group   

Pillar 1 | Education 

Perhaps the most daunting yet crucial of tasks is the set up and implementation of a banking curriculum. 
This Toolkit, instead of taking a prescriptive approach, details the experience in the South African market. 
The IAA Banking Education Interest Group comprising of the IAA Banking Working Group and the IAA 
Education Committee members worked on creating a global banking education toolkit that could be used 
by member associations as a base for their syllabuses and/or educational material. Subject to agreement 
with ASSA, work already done in South Africa could also be used as a base from which to develop an 
internationally relevant set of banking notes. 

The development of F206 Banking Applications 

Over a space of five years since the establishment of the Banking Committee, the Actuarial Society of 
South Africa (“ASSA”) developed a banking specialist applications subject, which was launched in 2015 
as subject F206 (Banking Applications). The ASSA Banking Fellowship exam was developed in 
consultation with industry experts from several jurisdictions, including the UK’s Professor Moorad 
Choudhry, previous head of Business Treasury, Global Banking and Markets at Royal Bank of Scotland. 
There was also significant collaboration with Australian banking actuaries in developing the banking 
syllabus and in peer reviewing the banking notes.  

The ASSA Education Committee and Council provided quality assurance to ensure that the work 
produced by the Banking Committee and the banking subject project team was of the same quality and 
standard as the existing educational material for traditional areas of actuarial practice. This requirement 
extended beyond the educational material, to the quality of the banking exam itself. This ensured that the 
banking practice area, as an emerging area of practice for actuaries that did not exist in other jurisdictions, 
continued to meet all requirements for mutual recognition agreements with other global actuarial 
associations. 
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The Banking Fellowship places a strong focus on the management of banking-specific risks, balance 
sheet, capital and liquidity management, product development and pricing concepts, strategy and 
corporate governance in the banking environment. The Banking Fellowship takes actuarial concepts from 
foundation and intermediate actuarial subjects and applies them to solve complex problems within 
banking institutions. The Chartered Enterprise Risk Actuary (CERA) qualification is a recommended 
prerequisite for the banking subject and provides necessary risk management grounding on which the 
fellowship builds. The ASSA Banking Fellowship syllabus can be found in the appendix.  

The IAA Banking Working Group believe that individuals that master the concepts in the Banking 
Fellowship subject will have a sought-after skill set and qualification. Their skill set will enable them to 
implement effective risk management processes and to provide leadership in banking groups - and, 
where appropriate, to devise innovative solutions to banking business problems. 

Below are examples of themes in past exams: 

• Analysis of the risks inherent in a bank’s balance sheet and its subsequent management 

• Evolution of the Basel regulations and their impact on bank strategy 

• Shifting distribution channels and their impact on a bank’s risk profile  

• Feasibility and practical implications for fintech investment for a retail bank 

• Key considerations and suitability of the acquisition of an emerging market bank  

• The impact of land expropriation without compensation to a bank’s mortgage portfolio 

• Strategic considerations in expansion of banking operations into new jurisdictions  

• Strategic considerations when restructuring a bank and developing 5 year strategy 

• Modelling for expected credit losses under IFRS 9. 

Past papers for South Africa’s Banking Application Fellowship (F206) and their solutions can be viewed 
here: https://www.actuarialsociety.org.za/student-zone/exams/past-exam-papers/ 

The ASSA Education Board and Banking Committee are continually monitoring exam performance and 
reviewing the course notes. They are also investigating the possible need for a specialist technical 
banking subject, as part of a broader strategic review of the actuarial qualification in South Africa. In 
addition, they are considering offering the banking subject to the global actuarial community, which may 
be launched in 2019/2020. 

Expanding education for actuarial banking  

The IAA Banking Education Interest Group (BEIG) was set up to investigate and develop educational 
and CPD tools to guide the international actuarial community in expanding the accessibility of formal 
actuarial banking education. This team is actively engaged with the IAA Education Committee, the IAA 
Banking Working Group and the Scientific Committee, as well as the ASSA Banking Committee, to 
ensure that the educational and CPD needs of the actuarial community within banking are adequately 
met. 

The team, in conjunction with the ASSA Banking Committee and the IAA Banking Working Group, has 
developed a proposed global banking education toolkit based on the ASSA Banking Fellowship. 
Adjustments intended to ensure relevance to the global banking landscape have been made. The 
Banking Education Toolkit, is now on the BWG webpage of the IAA.  

Additional educational material and resources 

A significant number of qualified actuaries, who obtained their Fellowship through more traditional routes, 
now work in, or show interest in working in the banking environment. A possible impediment for these 

https://www.actuarialsociety.org.za/student-zone/exams/past-exam-papers/
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actuaries is the (technical or specialist) language barrier and a lack of foundational knowledge of how 
banks work.  

To overcome this hurdle, the ASSA Banking Committee has developed a summarised version of the 
Fellowship notes, which provides the foundational knowledge to understand the landscape of banking. 
This material is being finalised and will potentially be available from the ASSA Education Office from 
second half of 2019. 

Even in the absence of formal actuarial banking notes, there is a wealth of information available to explain 
the world of banking. Some of these resources are highlighted in the additional reading list found in the 
appendix. 

 

Education Pillar responsibilities  

Education   

Adapt or adopt the Banking Education Toolkit developed by the BEIG - Including the 
incorporation of information about local banking regulations   

Incorporate banking as a recognised practice area in member association    

Set up and facilitate examination process   

Establish regular academic review process – Establish an annual review process, to 
ensure that material remains relevant and provides students with the appropriate 
context  

  

Provide feedback on experience to IAA Banking Working Group – Establish a 
continuous process   
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Pillar 2 | Research 

Research is key to developing any field, and will be an essential building block in establishing actuaries 
in the banking community. Research includes conducting, encouraging and keeping abreast with 
research areas relevant to banking. Establishing banking as a priority research area, for university 
students and beyond, requires a concerted effort to engage with academia and industry, to promote both 
the supply and demand of research.  

The Research Sub-committee of the Banking Committee has responsibility for managing the relationship 
between the member association’s Research Committee and academic institutions. Both relationships 
are crucial to further actuarial banking. 

Research Committee 

In South Africa, ASSA has a well-established Research Committee that oversees actuarial research on 
a holistic basis. To support these research initiatives, the ASSA Practice Area Committees (including the 
Banking Committee), were encouraged to set up their own Research Sub-Committees. The Banking Sub-
committee acts as a conduit between the Banking Committee and the Research Committee.  

The Sub-committee’s mandate is focussed on continuously and co-operatively driving the banking 
research agenda, working with the local Research Committee, academic institutions and industry. This 
presents an opportunity to voice the interests of banking in instances where decisions need to be made 
that affect research practice areas on a holistic basis.  

Several initiatives have proved effective to accomplish the aims of a higher focus on banking in actuarial 
research, advancing the visibility of the banking value-add of actuaries and improve interaction between 
academia and industry. An example of these initiatives would include the following: 

1. Adjudicating and awarding prizes to the best actuarial paper by actuarial university students at 

honours level; 

2. Adjudicating and awarding prizes to the best published paper worked on by actuaries - All published 

actuarial papers from various journals around the world are submitted to the committee for 

adjudication; 

3. Adjudicating and awarding prizes to the best actuarial paper submitted for presentation at the 

annual member association convention and; 

4. Adjudicate applications for funding on actuarial research made by member association’s Research 

Committee. Applications for funding are sent to the member association’s Research Committee. 

 
A challenge experienced is that there are few actuarial banking professionals who have capacity to 
adjudicate the research conducted. Given the voluntary nature of these roles, individuals with the 
appropriate skill set and who are considered subject matter experts are often inundated with the 
responsibilities of their paid work commitments. Remuneration for time-consuming projects such as 
supervising and adjudication may be a useful step in supporting prioritisation by key individuals. For 
example, an honours paper is, on average, 50 pages in length and a thorough adjudication by an 
appropriately qualified reviewer takes at least 1 day.  
 
Currently, considerations to pay adjudicators are being discussed to assist with this. 
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Academic institutions 

The relationship between the Banking Committee and the academic world is critical to strengthen the 
banking practice area. Discussion about practical business problems helps to guide research carried out 
by academic institutions and ensures that the research is relevant and applicable by the banking industry. 

This relationship is maintained by the Banking Committee engaging with academic institutions on their 
activities, and by academic institution being active participants in the Banking Committee’s activities. 
These initiatives include: 

1. Proposing banking-related research topics to academic institutions- Provide suitable and relevant 

topics to challenge students and raise awareness 

2. Supervising research projects at various education levels (e.g. honours, masters and PhD) - The 

academic institution benefits by receiving guidance on the research from a practical industry 

perspective. This improves the quality of research produced and its potential reach within industry. 

The Banking Committee benefits by co-creating relevant and high quality academic research which 

can be used within the organization and by regulators; 

3. Banking Committee interacting with and presenting to academic institutions - Raise awareness of the 

potential research questions available within banking.  

A key challenge is the availability of resources to supervise the research. Supervising research topics 
involves ongoing discussions with the student and the academic professors/lecturers: this can become a 
significant time commitment. The use of technology has allowed supervisors to communicate with their 
students without the added time commitment of travelling.  

Additionally, it is a challenge to recruit the most appropriate individuals to supervise banking topics. A 
solution that is currently being implemented with several South African institutions is co-supervision, i.e. 
using multiple supervisors per research topic. For example, the student may have an academic 
supervisor and a supervisor from industry. This lightens the load on each supervisor and is likely to lead 
to a better research outcome.  

Research Pillar responsibilities 

Research   

Appoint Banking Committee Research Sub-committee   

Establish relationships with academic institution and industry    

Create viable research topics for university students   

Secure resources for: 

• research supervision and  

• convention paper adjudication 
  

 

Pillar 3 | Thought leadership 

Establishing actuaries as thought leaders in banking is another important responsibility of the Banking 
Committee. The strategic positioning of industry and regulatory commentary is a powerful tool to uplift 
the banking practice area and actuarial profession as a whole. Thought leadership can be achieved by a 
combination of frequent interaction opportunities for actuaries (sessional meetings and webinars), so 
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called ‘prime time’ events (annual seminar events) and fostering strong relationships outside the actuarial 
community. 

Regulatory and industry interactions 

Banking Committees are strongly encouraged to build relationships with industry regulators and 
associations to ensure that the Banking Committee can comment and provide input on policy, regulation 
and best practice in banking. The Banking Committee should establish relationships with the local central 
banking authority, prudential and market conduct authorities, banking associations, other professional 
industry bodies and, when appropriate, the Basel Committee on Banking Supervision (BCBS). 

Strong relationships enable the Banking Committee to discuss and help define the role of actuaries in 
banking. In addition, insights gained from these relationships may be of value in developing and 
enhancing the actuarial banking profession.  

The Banking Committee is encouraged to make formal responses to consultation papers on regulatory 
and other relevant matters, and to regard this as a priority matter in its agenda. It is vital that comments 
on industry developments should be in line with member association guidelines and should take care not 
to damage the public image of the banking practice area or the actuarial profession as a whole. A well-
structured approach is therefore crucial. 

Annual Banking Seminars 

Perhaps one of the Banking Committee’s most important events in developing its public persona is an 
Annual Banking Seminar. The event affords the Banking Committee the opportunity to invite a large, 
varied audience and showcase the latest developments in actuarial banking, provides an opportunity to 
invite and engage with high profile keynote speakers, and creates an environment in which actuaries can 
discuss relevant matters with members of the banking industry. In 2015 the ASSA Banking Seminar was 
used to launch the Banking Applications Fellowship. The Seminar also offered an excellent opportunity 
to invite media and newspapers. In November 2016, the ASSA Banking Seminar positioned and 
scheduled to invite members of other member associations who had attended the preceding IAA 
meetings that took place in Cape Town. In addition to its annual seminars, ASSA has led further 
international banking seminars in Chicago in 2017 and in Mexico in 2018. Another seminar to be held 
jointly with Society of Actuaries (US), Casualty Actuarial Society (US) and Canadian Institute of Actuaries 
is planned for Washington DC in 2019 preceding the IAA meetings. More such international seminars will 
be planned in future years and will become a common feature at IAA meetings. 

Securing appropriate speakers and a venue, including gaining sufficient marketing traction, can be a 
lengthy process. Due to this, the IAA Banking Working Group recommends a lead time of six months for 
preparation. 

Topics selected for discussion should achieve a balance between technical topics, practical applications 
of research and regulations, and forward-looking opportunities for development. 

From the outset, the event requires substantial marketing and communication. Marketing should ideally 
strike a balance between appealing to a broad range of actuaries in banking, whether they are interested 
in technical details or strategic matters. They should also appeal to potential banking actuaries who may 
be currently practising in other areas. 
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Banking sessionals and Webinars 

Webinars and sessionals are important platforms for engaging continuously with professionals interested 
in their development as actuaries in banking. In addition, they support the Research Pillar by providing a 
platform for academia and industry to interact and build relationships. This keeps the research agenda 
top of mind and makes it accessible to a wider forum of individuals.  

Sessional meetings provide a better opportunity for networking and interacting in person. Presentations 
and presenters should aim for breadth and depth, and should include bank executives, academics, 
industry experts and consultants. Experience has shown that hosting the events at banks, with the 
support of ASSA is a strategically appropriate approach. A key success criterion for these events is 
attendance.  

To view previous ASSA Sessionals, please see: 

https://www.actuarialsociety.org.za/assa-news/sessional/#1504862845444-167ffe81-7d26 

Webinars are better positioned as a platform for sharing research, often presented by academics, 
although banking professionals should also be encouraged to present. Given the global reach attainable 
through the use of webinars, this is an ideal platform to share research that affects the broader financial 
services community across the globe. The ASSA Banking Committee and the IAA BWG have worked 
together to host a number of joint banking webinars. These webinars are open to all member associations 
and the IAA encourages other committees to leverage this work in their home roll-outs.  

Webinar Date 

How actuaries are innovating in the banking sector  29/03/2017 

Actuaries bringing value to banks by implementing 
IFRS9  

19/09/2017 

Systemic risk modelling and early warning systems  07/02/2018 

Overview of RegTech – A new frontier in FinTech  22/05/2018 

Application of Big Data in Banking 20/09/2018 

 

Please visit the BWG webpage of the IAA to view previous IAA Banking Working Group webinars:  

Four steps to set up of sessional meetings and webinars are as follows: 

1. Identify the topic, speaker and confirm availability; 
2. Notify the member association and host organization of the speaker, profile, abstract, date, time 

and venue; 
3. Advertise the event via the member association and the institutions represented in the Banking 

Committee; 
4. Review and provide comment and guidance on material to ensure consistently high quality 

presentations 

https://www.actuarialsociety.org.za/assa-news/sessional/#1504862845444-167ffe81-7d26
https://www.actuaries.org/IAA/IAA/Committees/Scientific/Banking_Working_Group.aspx
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After the event, it is useful to collate a brief summary of the content presented (for publications) and to 
thank the speaker. 

Side note: Please note that, typically the member association covers the cost for the event. However, it 
is critical to understand the policy of your member association when you are hosting these events, 
particularly as they become more popular and costlier to host, as you may then wish to charge attendees. 

Actuarial Convention 
Representation of the Banking Committee at the member association’s Convention and events enables 
inter-practice area interest to be generated. Carefully-selected papers and presentations, with high-
quality speakers, should be used to present the banking practice area to actuaries in other practice areas. 
This provides opportunities for enhanced dialogue and for debate by and input from a wider audience. 

Published articles and speaking events 
Strong relationships with the media of industry circulars and the actuarial magazine may provide 
significant value to the banking committee. Articles published in recognised magazines and journals can 
help elevate both actuaries in the banking space and in the profession. To view past examples of 
published articles please see below:   

https://theactuarymagazine.org/actuaries-in-banking/ 

https://theactuarymagazine.org/from-my-perspective/ 

https://theactuarymagazine.org/specialized-growth/ 

The Banking Committee’s spokesperson or chair should additionally make her/himself available to speak 
at other industry events or occasions, as well as speaking to the media. Some news articles on actuaries 
in banking can be found below: 

https://www.fanews.co.za/article/people-and-companies/12/events/1212/sa-leading-the-global-drive-to-
formalise-the-role-of-actuaries-in-banking/21447 

https://www.cover.co.za/global-first-as-sa-introduces-actuarial-qualification-to-manage-banking-risk/ 

 

Thought leadership Pillar responsibilities 

Thought leadership   

Promote and utilize established IAA banking webinars   

Establish relationship with industry bodies, local regulators and central bank   

Host inaugural Banking Seminar   

Host quarterly Banking Sessional Meetings   

Establish task forces to respond to consultation papers on regulatory and other 
issues relating to banking    

Engage with other actuarial practice areas at member association events such as 
Actuarial Summits or Conventions   

  

https://theactuarymagazine.org/actuaries-in-banking/
https://theactuarymagazine.org/from-my-perspective/
https://theactuarymagazine.org/specialized-growth/
https://www.fanews.co.za/article/people-and-companies/12/events/1212/sa-leading-the-global-drive-to-formalise-the-role-of-actuaries-in-banking/21447
https://www.fanews.co.za/article/people-and-companies/12/events/1212/sa-leading-the-global-drive-to-formalise-the-role-of-actuaries-in-banking/21447
https://www.cover.co.za/global-first-as-sa-introduces-actuarial-qualification-to-manage-banking-risk/
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4. Next steps 

Immediate: • Establish a Banking Committee 

• Adopt or adapt the Banking Applications coursework 

• Join global seminars, webinars and discussion forums 

Short-term: • Establish Sub-committees 

• Seek representation on and participate in the IAA Banking Working 
Group 

• Advertise the work that local members are doing in the banking field in 
both local and international publications 

Medium-term: • Advertise the banking field to actuarial students who are still in tertiary 
institutions, and those who have recently started working, through career 
days and research projects 
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5. Conclusion 

Actuaries have the potential to play an important role in safeguarding the global banking environment 
and creating new value for the financial sector. However, to drive this opportunity proactively, it is 
essential that we develop strong and effective communities and support them with the required tools to 
bring actuaries into the banking space. This Banking Toolkit provides guidance on how to develop a 
community of actuaries and actuarial students, who can make use of their actuarial skills to advance the 
profession within banking.  

This paper is a working draft, based largely on the experience to date of the IAA BWG and the ASSA. 
We would welcome your comments, and would be happy to engage with you about matters discussed in 
this Toolkit. Please contact Richardt Hechter (richardt.hechter@vitalitygroup.com). 

6. Contact us 

The IAA Banking Working Group is committed to assisting actuarial committees and interest groups to 
further develop banking as a practice area for their jurisdiction. If you have any specific questions, please 
reach out to the people listed below, or members of the Banking Working Group. 

Main email for the IAA Banking Working Group: 
Banking@actuaries.org 
 
Chair: International Actuarial Association Banking Working Group 

Michael Tichareva  
mtichareva@natstandard.com 
*Please contact Michael for all education-related questions and any other issues relating to the work of 
the BWG. 
 
Chair: ASSA Banking Committee 

Kudzai Chigiji 
chigiji.kudzi@gmail.com 
 
Deputy Chair: French Banking Committee: 

Richard de Ville 
richarddeville@wandoo.fr 
 
Chair: IAA Banking Education Interest Group 

Andrew Gladwin 
agladwin@oldmutual.com  
 
Executive: ASSA Governance and Outreach 

Wim Els 
wels@actuarialsociety.org.za 
  
Lead: ASSA-IAA Banking International Development  

Richardt Hechter 
richardt.hechter@vitalitygroup.com 
 
Lead: ASSA Banking Committee Research Team 

Kudakwashe Mupandawana 
kudakwashem@nedbank.co.za 
*Please contact Kudakwashe for all research-related questions 
 

mailto:richardt.hechter@vitalitygroup.com
mailto:Banking@actuaries.org
mailto:mtichareva@natstandard.com
mailto:chigiji.kudzai@gmail.com
mailto:agladwin@oldmutual.com
mailto:kudakwashem@nedbank.co.za
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07. Summary of outcomes and actions 

Banking Committee   

Identify key individuals and establish Banking Committee    

Agree local Banking Committee Terms of Reference   

Appoint members and allocate key responsibilities   

Establish specialist working groups or Sub-committees   

Establish relationship with IAA Banking Working Group   

Education   

Adapt or adopt Global Banking Syllabus - Including the incorporation of information 
about local banking regulations   

Incorporate banking as a recognised practice area in member association    

Set up and facilitate examination process   

Establish regular academic review process – Establish an annual review process, to 
ensure that material remains relevant and provides students with the appropriate 
context  

  

Provide feedback on experience to IAA Banking Working Group – Establish a 
continuous process   

Research   

Appoint Banking Committee Research Sub-committee   

Establish relationships with academic institution and industry    

Create viable research topics for university students   

Secure resources for: 

• research supervision and  

• convention paper adjudication 
  

Thought leadership   

Promote and utilize established IAA banking webinars   

Establish relationship with industry bodies, local regulators and central bank   

Host inaugural Banking Seminar   

Host quarterly Banking Sessional Meetings   

Establish task forces to respond to consultation papers on regulatory and other 
issues relating to banking    

Engage with other actuarial practice areas at member association events such as 
Actuarial Summits or Conventions   
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Appendix | Case studies  

For completeness, we provide below a snapshot of example applications of actuarial techniques in 
solving banking problems. 

A | Customer analytics in the world of big data 

Customer analytics involves analysing a customer’s behaviour to gain insights and deliver product 
offerings that are relevant, useful and timely. Banks use customer analytics to understand customer 
lifetime value, increase sales and/or cross-sales, improve service, and reduce or limit customer churn. 
Client Value Management is an important area where actuaries can use their skillset to add value to 
banking institutions. 

The rate at which data is collected is accelerating rapidly and the depth and wealth of data makes 
processing with traditional database management tools unsuitable. Key issues to consider in big data 
processing include storage, search, distribution, transfer, analysis and visualisation. 

Today's biggest challenge is to unpack the hidden information from a variety of sources. Most 
organisations can collect large amounts of unstructured data using various methods and tools. However, 
with the rapidly growing volume of data, they do not have the capability of mining it and derive necessary 
insights in a well-timed way.  

Companies across the globe have recently been using big data to understand exactly which customers 
are satisfied with their service and which processes cause dissatisfaction, and to predict which customers 
are going to churn. This type of analysis enables management to rectify faulty processes or people and 
may be able to retain at-risk customers.  

The modern era has been termed “The Age of the Customer,” where customers drive business decisions. 
For this reason, it is imperative for companies to know their customers with greater precision and depth, 
and they are relying on their vast sources of data for this. 

Organisational and system limitations have left many brands struggling to feed their analytics with quality 
data. This has made it challenging to develop a detailed view of the customer journey and experience 
that can reveal critical behavioural insights. As a result, their analytics are often misleading or incomplete. 

Actuaries are well-equipped to build systems and processes that collect the right data, allow effective 
customer analytics and improve companies’ value proposition.  

A key challenge in the world of customer analytics is the relationship between systems, data and 
information required for decision-making. This has reinforced the need to operate beyond the basic 
number-crunching and to drive the system changes required in their organization, and the way to the 
decision-making process. 
 

B | Spotlight on Operational risk, fraud modelling 

Operational risk refers to the risk of losses arising from inadequate or failed internal processes, people 
or systems. 

Fraud cases have become complicated with varying amounts, frequency and complexities. Fraud 
detection has also evolved from using security personnel observing transactions and identifying trends, 
to models that detect and prevent fraud.  
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Firms use operational risk models to quantify and better understand the risks they face. These models 
can be used to inform senior management decisions. There is no blanket approach to modelling 
operational risk. Model design factors need to be carefully selected considering the firm’s circumstances.  

Actuaries play an integral role in modelling operational risk. They understand the ‘bigger picture’ and 
have strong mathematical and statistical skills which are vital in any modelling exercise.  

There is growing interest within the regulatory space to supervise operational risk models more to prevent 
losses. The models need to be adaptable or redeveloped to accommodate the changing risk 
environment. Most risks tend to be correlated with other seemingly independent events. Actuaries could 
assist in developing industry best practise to calculate the correlations in future. 

In addition to statistical model validation, technical tests are required to ensure that the output is 
appropriate. 

The stability of the model will be an important focus area for technical validation. This is to validate the 
parameters chosen in development of the model. These tests focus on the sensitivity of results to 
changes in the key underlying assumptions. The ‘softer’ validation questions such as whether people 
understand the model, governance concerning data quality and model assumptions should also be 
addressed. Actuaries play key roles in all these areas. 

C | Actuaries and their role in IFRS9 

IFRS9 accounting standards fundamentally change how banks recognise and provide for credit risk. A 
crucial change is the requirement to calculate lifetime expected credit losses for clients whose credit 
quality and the risk they pose to a bank has changed materially. The standard also extends the reach of 
the provisioning to include off balance sheet commitments. This is done through expected credit losses. 
Loans to be provided for can be broken up into 3 stages: 
 

Stage Description Provision requirement 

1 Loan /credit has not experienced a material difference in 
credit quality since origination 

One year expected credit 
losses 

2 Loan /credit has experienced a material difference in credit 
quality since origination 

Lifetime expected credit 
losses 

3 Loan/credit is impaired or in default Recognise impairment impact 

 
Calculating the expected credit losses (ECL) adds complexity for banks. Banks will need to break down 
and analyse the individual components of probability of default (PD), loss given default (LGD) and 
exposure at default (EAD). This requires a bank to hold an in-depth understanding of the credit risk on 
its books. The use of historical data and statistical techniques as well as expert judgement to ensure 
accurate forward-looking projections of components are critical.  

When projecting forward, a bank needs to understand and allow for how an asset’s credit risk has 
changed relative to its origination date. This adds two complexities: firstly, origination dates need to be 
well defined, a task that can prove challenging particularly when one considers revolving credit facilities 
such as credit cards. Secondly, how should a bank define credit risk deterioration to ensure a fair 
accounting approach, while limiting the volatility on its P&L caused by this staging trigger.  

On top of this, ECL calculations are required to allow for changing economic circumstances and therefore 
require both forward looking economic projections and the relationship of the values and projections with 
ECL’s driving components.  
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These complexities offer significant opportunities for actuaries and their skillset to add value to banks. 

D | Mortality theory (survival models) and its application in credit risk 
modelling 

Can traditional actuarial science be applied in banking? 
 
How does our training shape us as actuaries? Are we inclined to think in a certain way and so we choose 
a profession? Or does the profession we undertake shape the way we think? 
 
When thinking of one’s training, it is interesting how some behaviours have become involuntary. Like 
driving a car, at first you concentrate much on changing gears and manoeuvring between the clutch, 
accelerator or break. Then after much practice and much time in the driver’s seat, it all becomes an 
involuntary action. We have trained our body to perform those actions and it becomes second nature. Do 
we perhaps behave in a similar way when it comes to our professional skills?  
 
So how does it apply to our professional skills? When faced with a problem, at times we look to simplify. 
But why? Where does it come from?  It perhaps comes from mathematics, the subject that is the 
foundation of the actuarial profession. In mathematical training, we are often given problems to “simplify”, 
which is the Boolean algebraic process to simplify. Throughout the years of our training as actuaries, 
there are many examples of having to take an expression and simplify it, so much so that it becomes an 
involuntary and a natural reaction. We also spend much of our time on expanding mathematical 
expressions.  
 
Consider the Loss Given Default (or LGD) required to be computed in the banking world. If we were to 
simplify it for better understanding by taking the literal meaning of it i.e. “Loss Given Default”, it means 
the amount lost after the default event has taken place. One must be in a state of owing money to default. 
There is, therefore, an outstanding value which is then the reference point. Which means from that point, 
it is important to track what is lost of the default amount. Logically, everything or nothing could be lost of 
the default amount, which means one must reference the default amount, and so an equation starts to 
develop, which is: 
 

• LGD = Loss Amount/Default Amount 
 

But the loss event occurs at a different time to the default event so time value of money comes into 
question. Because of that, the equation expands to: 
 

• LGD = PV of Loss Amount/Default Amount 
 
Furthermore, constraints around the value can be derived just by understanding the banking collections 
environment. In some cases, fees could be levied for legal costs increasing the default amount. How 
much more will the default amount increase by, and the possibility becomes endless. On the other side, 
collections stop at recovering the full amount owed. The bank could, therefore, lose nothing or an endless 
amount.  
 
Mathematically, the LGD has bounds i.e. 
 

𝐿𝐺𝐷 ∈  [0; ∞) 
 
Having equations and constraints allows the actual value to be determined for the business. But it needs 
not stop there, and it can be expanded in an actuarial way. Consider the future options. The LGD has a 
start point, default, which we can term “time 0”. But to determine a loss from that point, we must 
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understand whether the customer makes a payment or not, or whether the bank writes-off the debt. When 
the bank decides to write-off, it could be any month after the default event. If one then begins asking from 
the point of default will the account be written-off or not and if it’s not written-off or rather it survives the 
month then does the customer make a payment or not. Then ask similar questions for the next month 
and the next and then a new equation appears: 
 

𝑝1𝑃1(1 + 𝑖)−1 + 𝑝2𝑃2(1 + 𝑖)−2 + ⋯ 
 
Another example in credit risk modelling is the probability of default at time t or a lifetime probability of 
default that can also be modelled based on survival models, or better known as the two state Markov 
model, where a loan that survives to time t-1 can default in year t. This is a two state survival model 
where the states are default and active. The transition is then defined as moving from active to default.  
 
Take a group of loans as an example where one must model the probability of default at time t. The total 
waiting time, i.e. the sum of waiting times for all loans is calculated, and then we take the reciprocal of 
the waiting time to give a transition rate, µ; 
 
Where: 
 

𝑡𝑟𝑎𝑛𝑠𝑖𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒 (µ) =  
𝑡𝑜𝑡𝑎𝑙 𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑡𝑟𝑎𝑛𝑠𝑖𝑡𝑖𝑜𝑛𝑠

𝑡𝑜𝑡𝑎𝑙 𝑤𝑎𝑖𝑡𝑖𝑛𝑔 𝑡𝑖𝑚𝑒 (𝑑𝑎𝑦𝑠)
∗ 365 

 
The transition rate is then transformed into a probability as follows: 

 

   P = 𝑒𝑥𝑝 (− ∫ 
𝑡

0
𝑥 + 𝑠) 𝑑𝑠 

 
Where 𝑃 is the probability of remaining in an active state for 𝑡 years 

 
𝑃𝐷 =  1 − 𝑃. 

 
This gives a lifetime probability of default for a group of loans and is very useful in IFRS 9 provisioning 
models. A one-year probability of default at time t is determined by integrating the equation above 
between t-1 and t. 
  
Is this not actuarial? Is it not applying actuarial techniques? Suddenly one can expand on actuarial 
learnings into banking. 
 
Should we then only limit the techniques we studied to the traditional spheres of actuarial science? Or 
do we see it as a set of tools that we are equipped with to solve problems? Is it difficult for us to divorce 
the technique from the subject? Is it a mindset shift we have to make to transcend boundaries? 
Interestingly, in the communications subject we are asked to do away with jargon to explain a concept. 
In this case is it not the jargon in the fields of life insurance or general or pensions we have to strip away 
from the techniques in order to apply into banking? 
 

E | Application of general insurance techniques in credit risk modelling 
Chain ladder/ run-off triangle and discounted cashflow approaches to calculating Loss Given Default 
(LGD). 
 
One possible methodology for estimating the LGD is to use a chain-ladder or run-off triangle approach to 
project recoveries from the date of default onwards. This methodology is suitable for unsecured portfolios 
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where recovery cashflows occur regularly from month to month. For secured portfolios, such as 
mortgages, this approach is not considered suitable, as the main recovery will be as a result of the 
disposal of the asset (house for example) which will result in large and lumpy recoveries distorting the 
development patterns in the triangle.  
 
Another common methodology for estimating the LGD is to develop a discounted cashflow model of 
recoveries on defaulted assets. This works particularly well for retail portfolios where there is sufficient 
default and loss data to allow for the development of the model. The LGD is then taken as the value of 
the exposure at the point of default less the discounted future recoveries.  
 
These are actuarial techniques that are being applied in banking. There are many more actuarial 
techniques that are applicable in many banking applications. The key is to innovate and apply to solve 
problems. 
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Appendix | Related Documents 

F | The ASSA Banking Committee Terms of Reference 

Actuarial Society of South Africa 
 

Terms of Reference 
 

Banking Committee 
 
1. Focus issues for the next three years from 2016 to 2018 

 
1.1. Review the Committee’s Terms of Reference annually for relevance in line with the Society’s 

strategic focus. 
1.2. Continue to develop the banking syllabus and subject material. 
1.3. Continue to develop relationships with key stakeholders in the banking industry 
1.4. Give input to further the work of the IAA Banking Working Group. 
1.5. Progress and support research in key areas of banking that may be identified. 
1.6. Hold at least three sessional meetings annually on identified key issues in banking. 
1.7. Hold a Banking Seminar in collaboration with the IAA in 2016 
1.8. Lead in the provision of tuition support to students taking the banking subject 
1.9. Craft guidance notes for the Banking profession. 
1.10. Evaluate current professional guidance, including guidance from other stakeholders (such 

as SARB and SAICA) and assess the need for additional actuarial guidance. If required the 
committee will develop additional professional guidance. 
 

2. Objectives of the Banking Committee 
     
2.1. To consider and provide input, from the point of view of the actuarial profession, on matters 

relating to Banking. 
 

2.2. To advise the actuarial profession on all matters relating to Banking related activities.  
 

2.3. To lead in the development of education material and professional guidance for actuaries 
 

3. Key general responsibilities 
 
3.1. To identify new and emerging technical and practice needs of members in the Banking practice 

area. 
 

3.2. To develop and maintain professional education materials. 
 

3.3. To identify CPD needs and opportunities, including the identification of non-Actuarial Society 
related opportunities, for members, and to develop and present CPD programmes and other 
opportunities. 

 
3.4. To identify potential issues for research. 

 
3.5. To develop, review and adapt when necessary Professional Guidance Notes (“PGN’s”) 

appropriate to the Banking practice area, for approval by Council. 
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3.6. To prepare public policy submissions on technical issues affecting the Banking practice area and 

to contribute to the development of an Actuarial Society response on matters of broader public 
interest as requested by Council. The Committee may be requested by Council to participate in 
or form a Task Force to prepare an Actuarial Society response on such broader matters. 

 
3.7. To communicate on a regular basis with members on issues and developments affecting the 

Banking practice area, both local and international. In particular, the Committee is expected to 
maintain the web page relating to its activities, including reports on its activities and articles and 
links of interest to practitioners. 

 
3.8. To develop and maintain appropriate links with other overseas actuarial bodies, including the 

relevant IAA Section, and other relevant professional and industry bodies.  
 

3.9. To advise Council, in general, on matters affecting both the Banking practice area itself and 

individual members operating in the practice area. 

4. Banking specific activities 
 
4.1. To monitor and advise on developments in the Banking field, both locally and abroad including: 

 
4.1.1. Legislation and regulation. 
4.1.2. Basel Framework. 
4.1.3. Banking Activities, including risk (credit, operation and market), treasury and analytic 

functions. 
4.1.4. Financial Markets (equities, capital markets (including debt origination, securitisation, 

syndication and asset backed finance), interest rate markets, credit risk management, 
structured products, commodities and forex markets) 
 

4.2. To liaise with other professional bodies on Banking issues e.g. Banking Association of South 
Africa, South African Institute of Chartered Accountants (SAICA). 
 

4.3. To liaise with the South African Reserve Bank and the Registrar of Banks on issues affecting the 
banking industry. 

 
5. Communication activities 

 
5.1. Communicate Banking related topics applicable to the profession, which may take the form of: 

 
5.1.1. Sessional meetings. 
5.1.2. Convention papers and presentations. 
5.1.3. Information documentation. 
5.1.4. Seminars. 

6. Education activities 
 
6.1. To ensure that the syllabus and education material remain current and relevant to the needs of 

the industry – a key responsibility 
 

6.2. To assess and ensure maintenance of the standard of exams at world class level. 
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7. Membership 

 
7.1. The Committee will comprise of actuaries and experienced non-actuaries working experience in 

core banking activities.  
 

7.2. The Committee shall have a Chairperson and a Deputy Chairperson to be chosen and approved 
by Council. 
 

7.3. The Chairperson shall be responsible for choosing members who will sit on the Committee and 
shall advise Secretariat of all such members. 

 
8. Meetings 

 
8.1. Frequency of Meetings: The Committee shall meet at least four times per year either in person 

or by teleconference.  
 

8.2. Agendas and papers:  All meetings will have a formal agenda agreed by the Chair, which must 
generally be distributed, along with required papers, at least one week before each meeting.  

 
8.3. Minutes: Minutes of each meeting will be prepared and distributed as soon as practicable after 

each meeting.  
 
9. Reporting    

 
9.1. The Chairman of the Committee or another representative as delegated by the Chairman shall 

maintain minutes of the Committee meetings and these minutes are to be made available to 
Council if required. 
 

9.2. The Chairman of the Committee or another representative as delegated by the Chairman shall 
report quarterly to Council on the Committee activities over the quarter and shall submit its report 
in good time for the quarterly Council meeting. 

 
9.3. The Chairman of the Committee or a representative as delegated by the Chairman shall present 

an annual report to Council, covering at least the following: 
 

9.3.1. A summary of activities over the past year, including activities in the areas of education, 
research and CPD. 

9.3.2. A review of the key issues in Banking. 
9.3.3. Committee work plan for the following year. 
9.3.4. Key challenges faced by the Committee and support required. 

10. Sub Committees and Task Forces 
    
10.1. The Banking Committee may form and disband sub committees or task force groups to 

address specific matters of relevance to its objectives from time to time and as may be advised 
by Council. 
  

10.2. Any such sub-committee or task force must have a documented mandate and a date by 
which the sub-committee or task force will be dissolved. The mandate must be lodged with the 
Secretariat. Should the Committee wish to form a sub-committee with an indefinite term, Council 
approval must be obtained. 
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10.3. The following are examples of issues that may require sub-committees and task forces 
especially when developing professional guidance notes: 

 
10.3.1. Solvency and Capital Management Framework  
10.3.2. Asset and Liability Management Framework  
10.3.3. Risk Adjusted Performance Measurement Framework 
10.3.4. Credit Risk Management 
10.3.5. Treasury and Liquidity Risk Management  
10.3.6. Regulation and Governance 
10.3.7. Profitability and Product development  
10.3.8. Operational risk management  
10.3.9. Risk Appetite Framework 
10.3.10. Stress Testing and Scenario Modelling 
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G | ASSA Banking Fellowship syllabus 

 
 

Subject F206 

Banking Applications 

Syllabus  
For the 2019 Examinations  
 

May 2018 

 
The syllabus is up to date with industry developments as at the end of May in the year 

preceding the publication of the syllabus.  However, students attempting F200 subjects should 

also have knowledge and be aware of topical, relevant and current issues, as these may also 

feature in the examinations. 
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Aim 

     

     

The aim of the Banking Applications subject (F206) is to instil in successful candidates the key 

principles of banking and finance practice and the application thereof within a banking 

organisation, including governance and strategy setting and the principles of actuarial 

practice in solving complex problems and to produce coherent advice and recommendations 

in the management of a banking operation within a specifically South African environment.  

          

Links to other subjects 

        

Subject F105 – Finance and Investments Specialist Technical and Subject F106 – Enterprise Risk 

Management (ERM) provide the underlying principles upon which this subject is based.  

 

It is assumed that candidates have a good understanding of the principles covered in these 

subjects, especially Subject F106 (ERM).  

          

It also assumes knowledge of the risk management techniques introduced in Subject A311 – 

Actuarial Risk Management, as well as the knowledge instilled in most of the A1, A2 and NA 

subjects. 

          

Objectives: 

         

On the successful completion of this subject the candidate will be able to:  

 

1. Demonstrate knowledge and understanding of the operations of a banking institution 

in South Africa 

 

1. Discuss the role of banking institutions in the South African economy: 

 

 1.1 As agents of liquidity 

 1.2 To facilitate investments by firms and to enable growth and job creation 

 1.3 To facilitate local and international trade 

 

2. Describe the different types of banks, including: 

 

 2.1 Development banks 

 2.2 Reserve Bank 

 2.3 Traditional deposit taking banks 

 2.4 Wholesale funding operations 

 2.5 Investment banks 

 2.6 Community banks 

 

 

 

 

3. Describe the various activities carried out by banks, including: 
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 3.1 Retail banking activities and various products offered 

 3.2 Corporate banking activities and various products offered 

 3.3 Investment banking activities and various products offered 

 3.4 Understanding of basic pricing process and elements of various products 

 

4. Demonstrate an understanding and knowledge of a bank’s sources of revenue, 

including: 

 

 4.1 Net interest income from banking book operations 

4.2 Non-interest revenue from banking book operations 

 4.3 Trading income from trading book operations 

 

5. Demonstrate an understanding and knowledge of a bank’s cost base, including: 

 

 5.1 Operational expenses 

 5.2 Cost of credit 

 5.3 Cost of capital 

 5.4 Tax 

 

6. Demonstrate an understanding of a bank’s financial statements, including: 

 

 6.1 Bank income statement and components 

 6.2 Bank balance sheet and components 

 6.3 Financial ratio analysis 

 6.4 Accounting for impairments 

 6.5 Fair value accounting 

 

7. State and define the main types of capital that must be held by a bank, including: 

 

 7.1 Regulatory capital, including Tier I and Tier II 

 7.2 Economic capital 

 7.3 Available capital or book capital 

 7.4 Risk weighted assets 

 7.5 Treatment of minority interest 

 

8. Outline the various sources of funds that banks use to fund their operations, including: 

 

 8.1 Deposit taking 

 8.2 Wholesale markets funding 

 8.3 Central bank funding 

 8.4 Tier I capital: shareholder equity that is not obliged to be repaid 

 8.5 Tier II capital: other capital that is obliged to be repaid 

 

 

9. State and define the main types of financial and non-financial risks faced by a bank, 

including: 

 

 9.1 Credit risk 

 9.2 Market risk 
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 9.3 Currency risk 

 9.4 Interest rate risk 

 9.5 Liquidity risk 

 9.6 Operational risk 

 9.7 Equity risk or investment risk 

 9.8 Reinvestment risk 

 9.9 Pre-payment risk 

 9.10 Model risk 

 9.11 Country risk 

 9.12 Business risk 

 9.13 Residual risk 

 9.14 Counterparty credit risk 

 

 

2. Demonstrate knowledge and understanding of a typical corporate governance 

structure of a banking operation in South Africa 

 

1. Describe a typical corporate governance structure of a banking operation in South 

Africa, including: 

 

1.1 Board of directors, board committees, roles and responsibilities 

1.2 The executive committee and senior management, roles and responsibilities 

1.3 Various committees existing within a bank and their roles and responsibilities, 

including: 

1.3.1 Group risk (and capital management) committee 

1.3.2 Asset-liability management committee (ALCO) or Treasury committee 

1.3.3 Credit risk committee 

1.3.4 Internal audit committee 

1.3.5 Remuneration committee 

1.3.6 Group model validation committee 

 

2. Outline the key elements of the Basel I framework and perceived shortcomings of the 

Basel I Accord, including: 

 

2.1 Capital adequacy 

 

3. Show an understanding of the Basel II framework and discuss the implications of Basel III 

for banking operations, including: 

 

3.1 Pillar I: Minimum capital requirements (rules-based) 

3.2 Pillar II: Supervisory review process (non-rules based) including the Internal Capital 

Adequacy Assessment Process (ICAAP)  

3.3 Pillar III: Market review (public disclosure) 

 

4. Show an understanding of the Basel III framework and discuss the Implications of Basel III 

for banking operations, including: 

 

4.1.1 New definition of Tier I and Tier II capital 

4.1.2 Capital conservation buffer 
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4.1.3 Countercyclical capital buffer 

4.1.4 Domestic Systemically Important Banks (D-SIB) 

4.1.5 Liquidity coverage ratio (LCR) and long-term structural ratio (NSFR) 

4.1.6 Minimum leverage ratio 

4.1.7 An Introduction to Basel IV 

 

5. Outline the roles of the SARB, Financial Services Board and Financial Sector Conduct 

Authority in managing and regulating banking operations under the twin peaks 

regulatory framework 

 

6. Show an understanding of the various Acts of Parliament, guidance notes and 

accounting standards under which banks operate, including: 

 

6.1 The Financial Sector Regulation Act 

6.2 The Companies Act 

6.3 The National Credit Act 

6.4 The Banks Act 

6.5 SARB guidance notes and directives 

6.6 King III 

6.7 IFRS and IAS 

6.8 FICA and FAIS 

6.9 TCF 

3. Demonstrate knowledge and understanding of the role of risk management in a 

banking operation 

 

1. Discuss the role of high level risk management in a banking operation 

 

2. Discuss the impact on banking operations of an aggregation of risk, including: 

 

2.1 Diversification 

2.2 Concentration 

2.3 Correlation 

 

3. Explain and discuss the process of setting risk management tolerance and parameters, 

including: 

 

3.1 Allocation of risk based capital 

3.2 Setting loan sanctioning criteria 

 

4. Demonstrate how risk modelling may be used to identify and measure the different types 

of risks in a banking operation, including: 

 

4.1 Frequency and severity modelling for both credit and operational risk 

4.2 Statistical modelling for portfolio management 

4.3 Survival models for credit risk management 

4.4 Asset-liability modelling for balance sheet management and the Asset-Liability 

Committee (ALCO) 

4.5 Control cycle for all models 
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4.6 Cash-flow models for budgeting and balance sheet management 

 

5. Demonstrate an understanding of how risks in a banking operation may be mitigated 

and/or managed, including: 

 

5.1 Positions 

5.2 Credit hedging 

5.3 Securitisation 

4. Demonstrate knowledge and understanding of the credit risk measurement framework in a 

banking operation 

 

1. Describe and explain the credit risk measurement process for banking book exposures, 

including: 

 

1.1 Qualitative factors: retail and non-retail exposures 

1.1.1 Non-retail 

1.1.2 Retail 

1.2 Internal ratings 

1.2.1 Pricing, provisioning and capital management 

1.2.2 Retail, non-retail, and specialised lending exposures 

1.2.3 Consistency: internal ratings and external credit rating agencies 

1.3 Counterparty risk parameters 

1.3.1 Counterparty risk parameters for non-defaulted assets 

   - Probability of default (PD) 

   - Expected loss given default (ELGD or LGD) 

   - Expected exposure at default (EAD) 

1.3.2 Counterparty risk parameters for defaulted assets 

1.3.3 Impaired assets 

1.4 Default events and measures (Retail and Non-Retail) 

1.4.1 Default events and measures: specialised lending 

1.4.2 Default events and measures: cross-border lending 

1.4.3 Impairment vs. default 

1.5 Product credit risk measurement 

1.6 Credit risk terminology 

1.6.1 Lending exposure (legal entity) 

1.6.2 Group entity (obligor) 

1.6.3 Facilities / Accounts (transactions) – draw down profile 

1.6.4 Collateral 

1.6.5 Guarantees – parent, director, corporate, sovereign 

1.6.6 On-balance-sheet netting 

1.6.7 Derivatives and hedging 

1.7 Prudential standards: parameters and models 

1.7.1 Standardised approach 

 

1.7.2 Advanced IRB: 

   - Pillar I (minimum capital) 

   - Pillar II (supervision) 

   - Pillar III (market discipline) 
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1.8 Model development 

1.8.1 Probability of default (PD) 

1.8.2 Loss given default (LGD) 

1.8.3 Exposure at default (EAD) 

1.9 Risk monitoring and model validation 

1.9.1 Risk appetite statement 

 

2. Describe and explain trading book credit exposures gained through over-the-counter 

(OTC) contracts, including: 

 

2.1 Swaps and exotic exposures 

2.2 Potential future exposures and regulatory add-ons 

2.3 Netting 

2.4 Basel III 

2.5 Market implied probability of default and survival curves 

2.5.1 Default and survival curves 

2.5.2 Closed form analytical approximations vs Monte Carlo simulation 

5. Demonstrate knowledge and understanding of the credit risk management framework in a 

banking operation 

 

1. Demonstrate an understanding of organisational structures in banking operations 

designed to manage credit risk 

 

2. Demonstrate an understanding of an asset writing strategy that is consistent with a risk 

appetite statement to manage credit risk in a banking operation, including: 

 

2.1 Credit scores and credit bureaus 

2.2 Approvals and cut-offs 

 

3. Demonstrate an understanding of limits that are consistent with a risk appetite statement 

designed for managing credit risk in a banking operation 

 

4. Demonstrate knowledge and understanding of the credit risk assessment process in a 

banking operation, including: 

 

4.1 Financial analysis 

4.2 Loan facilities 

4.3 Qualitative Analysis 

 

5. Demonstrate knowledge and an understanding of risk-adjusted loan pricing and 

facilities, including: 

 

5.1 The basics of loan pricing 

 

6. Demonstrate knowledge and an understanding of the credit authorisation process, 

including designing and implementing a credit policy 

 

7. Demonstrate knowledge and an understanding of the collateral management process 
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8. Demonstrate knowledge and an understanding of credit portfolio monitoring and control 

 

9. Demonstrate knowledge and an understanding of the workout processes for recovery of 

losses, including: 

 

9.1 Corporate debt restructuring 

9.2 Consumer default and debt counselling 

 

6. Demonstrate knowledge and understanding of the measurement and management of market 

and interest rate risk profiles in a banking operation 

 

1. Describe and discuss the measurement and management of interest rate risk profile in a 

banking operation, including: 

 

1.1 Interest rate risk 

1.1.1 Forms of interest rate risk 

1.1.2 Yield curves 

1.2 Benchmarks 

1.3 Risk measurement and sensitivity 

1.4 Interest rate risk policy – The asset-liability committee (ALCO) 

 

2. Describe and discuss market risk and market risk management, including: 

 

2.1 Market risk definition 

2.2 Value at Risk (VaR) 

2.3 Market and systemic risk and funding 

2.4 Hedging: tools, strategy and risks 

2.4.1 Forward rate agreements 

2.4.2 Futures 

2.4.3 Overnight index swaps 

2.4.4 Options 

2.5 Trading and funding policy 

2.6 Proprietary trading 

 

7. Demonstrate knowledge and understanding of the operational risk measurement 

framework in a banking operation 

 

1. Demonstrate an understanding of operational risk overview within a banking 

environment, including: 

 

1.1 Conduct risk 

 

2. Demonstrate an understanding of current market observations and trends in measuring 

operational risk, including: 

 

2.1 Operational risk measurement concepts 

2.1.1 Loss definition 

2.1.2 Loss data thresholds 
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2.1.3 Date of loss allocation 

2.1.4 Grouping of loss events 

2.1.5 Model granularity, model validation and monitoring 

2.1.6 Distribution assumptions 

2.1.7 Correlation and dependence 

2.1.8 Data integration 

 

3. Demonstrate knowledge and understanding of the standardised basic indicator 

approach (BIA) to operational risk measurement, including: 

 

3.1 Standardised Approach 

 

4. Demonstrate knowledge and understanding of the Advanced Measurement Approach 

(AMA) to operational risk measurement, including: 

 

4.1 Loss Distribution Approach (LDA) 

4.1.1 Qualitative input and model validation 

4.1.2 Key risk indicators 

 

5. Demonstrate knowledge and understanding of the operational risk management 

framework 

 

6. Demonstrate knowledge and understanding of operational risk capital allocation 

 

7. Demonstrate knowledge and understanding of the current approaches to Fraud 

analytics 

 

8. Demonstrate knowledge and understanding of the liquidity risk management 

framework and process in a banking operation 

 

1. Outline and describe the key elements of liquidity risk and liquidity risk management, 

including: 

 

1.1 Defining liquidity 

1.2 Sources of liquidity 

1.3 Treasury function 

1.4 Liquidity risk management 

1.5 Liquidity risk metrics 

1.5.1 Loan-to-deposit ratio (LTD) 

1.5.2 1-week and 1-month liquidity ratios 

1.5.3 Cumulative liquidity model 

1.5.4 Liquidity risk factor 

1.5.5 Concentration report and funding source report 

1.5.6 Inter-entity lending report 

1.6 Process to set liquidity risk limits 

1.6.1 Loan-to-deposit ratio (LDR) 

1.6.2 Short-term wholesale funding reliance 

1.6.3 Liquidity reserves 

1.6.4 Off-balance-sheet commitments 
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1.6.5 Market lockout 

1.6.6 Funding concentration 

1.6.7 Regulatory / PRA metrics 

1.6.8 Encumbrance ratio 

1.6.9 Type A: Type B ratio 

1.7 Internal funds pricing mechanism 

1.7.1 Setting the bank policy standard 

1.8 Liquidity contingency funding plan 

1.9 Stock of liquid assets 

 

2. Describe the process of modelling cash inflows and outflows in liquidity risk management, 

including: 

 

2.1 Measuring contractual maturity gaps 

2.2 Modelling behaviour of demand deposits 

2.3 Modelling pre-payment behaviour 

2.4 Modelling behaviour of contingency funding obligations 

 

3. Demonstrate knowledge and understanding of scenario analysis and stress testing in 

liquidity risk management, including: 

 

3.1 Importance of scenario testing for understanding liquidity risk 

 

9. Demonstrate knowledge and understanding of the liquidity risk management 

framework and process in a banking operation 

 

1. Demonstrate knowledge and understanding of stress testing in liquidity risk management, 

including: 

 

1.1 Liquidity stress testing policy approach 

1.2 Governance aspects relating to liquidity risk 

 

2. Demonstrate knowledge and understanding of stress test reports 

 

3. Discuss Basel III liquidity risk metrics, including: 

 

3.1 Overview of Basel III liquidity risk framework 

3.2 Liquidity coverage ratio (LCR) 

3.2.1 Assumptions on liabilities outflow 

3.2.2 High quality liquid assets (HQLA) 

3.2.3 Sample stressed outflow report 

3.2.4 Example outflow assumptions 

3.2.5 Example LCR calculation 

3.2.6 Factors which determine the liquidity value of deposits 

3.2.7 LCR and liabilities strategy 

3.2.8 Deposits analysis template 

3.3 Net stable funding ratio (NSFR) 

3.3.1 Understanding the calculation 

3.3.2 Addressing NSFR compliance 
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4. Demonstrate knowledge and understanding of the Individual Liquidity Adequacy 

Assessment (ILAA) framework, including: 

 

4.1 ILAA stress testing framework 

 

5. Demonstrate knowledge and understanding of SARB regulatory reporting requirements 

 

6. Discuss ascertaining behavioural tenor, including: 

 

6.1 Deposits behavioural tenor 

6.2 Behaviouralisation exercise 

 

7. Demonstrate knowledge and understanding of the liquid asset buffer, including: 

 

7.1 Liquid asset buffer (LAB) principles 

7.2 Risk appetite statement and LAB minimum size 

 

10. Demonstrate knowledge and understanding of the liquidity risk management 

framework and process in a banking operation 

 

1. Demonstrate knowledge and understanding of the concept of bank internal funds 

pricing, including: 

 

1.1 Framework design and economic basis of transfer pricing 

1.2 Behavioural tenor of deposits, lending facilities and other optionality characteristics 

 

2. Demonstrate knowledge and understanding of the concept of pricing term liquidity, 

including: 

 

2.1 Example 

2.2 Funds Transfer Pricing (FTP) curves 

2.3 Summary of the logical basis for sound FTP 

 

3. Describe and discuss the process of calculating the term liquidity premium: 

 

3.1 Calculation 

3.2 Difficulties with calculating the TLP 

3.3 FTP curves 

 

4. Demonstrate knowledge and understanding of template FTP regime, including: 

 

4.1 Retail bank FTP regime 

4.2 Corporate bank FTP regime 

4.3 Wholesale bank FTP regime 

4.4 Illustration 

 

5. Demonstrate knowledge and understanding of dynamic FTP 
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6. Discuss a case study example 

 

7. Demonstrate knowledge and understanding of treasury allocation and FTP 

 

8. Understand the principles behind statutory costs that include Cash Reserve Ratio (CRR) 

and High Quality Liquid Assets (HQLA) within FTP 

 

 

11. Demonstrate knowledge and understanding of bank capital management framework 

 

1. Demonstrate knowledge and understanding of the banking model and capital, 

including: 

 

1.1 The business model and capital 

1.1.1 Bank balance sheet 

1.2 Treatment of bank capital 

1.3 Expected and unexpected losses 

1.4 Understanding the difference between capital and liquidity 

1.5 Capital regulation 

 

2. Discuss key capital considerations, including: 

 

2.1 Regulatory capital requirements 

2.2 Leverage ratio 

2.3 Credit rating considerations 

 

3. Demonstrate knowledge and understanding of capital management policy, including: 

 

3.1 Capital management 

  - Capital targets 

  - Risk-weighted assets and economic capital demand 

  - Business restructuring 

  - Business line profit 

3.2 Capital resource management 

  - Capital allocation 

  - Performance metrics 

  - Portfolio credit risk management 

3.3 Capital management strategy 

 

4. Demonstrate knowledge and understanding of capital adequacy and stress testing, 

including: 

 

4.1 ICAAP primer 

4.1.1 Risk taxonomy and quantification 

4.1.2 Stress tests 

4.2 ICAAP process guidelines 

4.2.1 ICAAP implementation 

   - Definition of bank-specific requirements (target state) 

   - Gap analysis 
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   - Implementation planning 

   - Implementation 

4.2.2 Features of a good ICAAP 

   - Early detection of gaps in fulfilment 

   - Selection of methods 

   - Master plan and project management 

   - Communication 

   - Know-how and resources 

   - Data quality and IT systems 

4.3 Principal ICAAP requirements 

4.4 Risk indicators 

4.4.1 Credit risk indicators 

4.4.2 Market risks in the trading book, foreign exchange risks and the overall bank 

level 

4.4.3 Interest rate risk in the banking book (IRRBB) 

4.4.4 Operational risk indicators 

4.5 Documentation requirements 

4.6 Outline of Comprehensive Capital Analysis and Review (CCAR) 

4.7 Outline of Bank of England’s Prudential Regulation Authority (PRA) and European 

Banking Authority (EBA) stress testing requirements.  

 

5. Discuss the ICAAP process using a worked example of a presentation, including: 

 

5.1 Components of the internal capital assessment 

5.2 The MIRA 

5.2.1 Capital treatments of material risks 

5.2.2 Pillar II add-on 

5.2.3 Operational risk 

   - ICAAP approach 

 

6. Describe and discuss various methods of stress testing, including: 

 

6.1 ICAAP stress testing framework: worked example 

6.2 Impact of Basel II / CRDIV capital buffers 

 

7. Demonstrate knowledge and understanding of the dividend policy 

 

8. Discuss internal capital assessment by referring to a case study, including: 

 

8.1 Example quantitative output 

8.2 Assessment of capital buffers 

8.3 Summary of management actions in stress 

 

12. Demonstrate knowledge and understanding of a typical corporate governance 

structure for a commercial banking operation, including one in South Africa 

 

1. Demonstrate knowledge and understanding of principles of sound corporate 

governance within banking 
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2. Demonstrate knowledge and understanding of the factors influencing the shape of 

corporate governance structures in South African banking 

 

3. Discuss who the key role players are in a typical governance structure within South African 

banking, including: 

 

3.1 The regulator(s) 

3.2 The shareholders 

3.3 The board 

3.4 Management and management committees 

3.5 Board skills and knowledge 

 

4. Demonstrate knowledge and understanding of board and management governance 

structures, including: 

 

4.1 Board 

4.2 Management 

4.2.1 Control functions 

4.2.2 Governance (related) committees 

 

5. Demonstrate knowledge and understanding of ALCO mandate and structure 

 

6. Discuss the role of corporate governance in banking failures 

 

13. Demonstrate knowledge and understanding of bank strategy setting and 

implementation process 

 

1. Describe and discuss the strategic planning process, including: 

 

1.1 Considerations in the development of strategy 

1.1.1 Stakeholder expectations 

1.1.2 The macro (economic) and micro (market and market segment) environment 

1.1.3 The competitive landscape 

1.1.4 Internal “core competencies” 

1.1.5 Resource capacity 

1.1.6 Organisational structure 

1.1.7 Capital and funding 

1.1.8 Risk appetite 

 

2. Demonstrate knowledge and understanding of strategy and the bank business model, 

including: 

 

2.1 Universal objectives 

2.2 Bank strategy 

2.3 Bank strategy setting cycle 

2.4 Strategy setting: Sustainable banking through the cycle 

2.5 Capital management as part of the strategic plan 

2.6 Typical elements of a bank’s strategic plan 

2.6.1 Objectives 
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2.6.2 Financial targets and metrics (KPI’s) 

2.7 Strategy as a dynamic process 

 

3. Discuss how best to evaluate the strategic plan 

 

14. Complex problem solving 

 

1. Solve complex problems associated with the following issues: 

 

1.1 Credit risk measurement and management 

1.2 Operational risk measurement and management 

1.3 Liquidity risk management 

1.4 Interest rate risk measurement and management 

1.5 Market risk measurement and management 

1.6 Funding policy and strategy 

1.7 Capital allocation and management, including ICAAP 

1.8 Risk (capital adequacy, liquidity, leverage, credit, operational, market, non-traded 

market) and balance sheet management 

1.9 Risk adjusted performance measurement 

1.10 Business Development strategy and process 

1.11 Pricing strategy and process 

1.12 Investment Banking & Corporate Finance activities 

1.13 Corporate Banking activities 

1.14 Retail Banking activities 

1.15 Corporate Governance including ALCO process and framework 

1.16 Overall organisational structure 

 

2. Through analysis, integration and critically evaluating results, draw conclusions and make 

recommendations particularly with regard to the bank's optimal strategy. 

 

3. Analyse various case studies and solve complex problems associated with the cases. 

 

End of Syllabus 
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