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Annual Validation Process Review for Wholesale
Credit Portfolios for a large Bank in GCC

A large bank in GCC with total asset size of more than USD 50 Bn, with a
majority of wholesale portfolio

Aptivaa conducted an independent review of model validation work performed by
the Bank’s internal model validation team. The consultants from Aptivaa, as part
of the independent review performed both qualitative and quantitative validations
covering data acquisition and cleansing process, review of the statistical ratios
used in the quantitative validation, assessment of governance, the rating process
as well as the review of the associated documentation. Aptivaa based on its
review, suggested changes to incorporate areas which were missed by the
bank’s internal validation team. These also included reviews of the model
configuration based on model's documentation and identify gaps, if any. Support
was provided for fixing the issues in the internal risk rating models and
assistance was provided for responding to the queries raised by SAMA on the
validation process.

The client was successfully able to convey the result of the annual validation
process to senior management to bring out the gaps with respect to the
regulatory requirements imposed by the local regulator (SAMA).

¢ Review and recommendations on the accuracy and robustness of the data
collection process including data quality check rules.

¢ Review and recommendations on the quantitative assessment of the models’
performance including Model predictive power, discriminatory power, model
stability and Probability of default (PD) calibration

¢ Review of the calibration techniques and recommendations for improvements
leading to significant reduction in model predictive error to have a positive
business impact.

o Review and development of candidate benchmark models for possible
implementation in the future.

o Review of the qualitative assessment of the models, including governance,
model configuration on the platform as well as data acquisition process.

e Use test (including review of the usage of the models in the Credit Approval
process)



Aptivaa

Abu Dhabi | Mumbai | London | New York

Contact: info@aptivaa.com | Website: www.aptivaa.com | Linkedm https://www.linkedin.com/company/aptivaa




