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— THE ADVANCED IRB FORUM

Dear Colleague,

Our industry has long sought to align regulatory capital requirements
to internal economic capital estimates. Basel Il is designed to make
the 1988 Capital Accord more risk sensitive and enable advanced-
practice institutions to use their internal risk ratings systems to

help establish capital parameters. While Basel Il remains a work
in progress, there can be little question that institutions wishing
to become advanced practice will require an enormous commit-
ment of time and resources.

Implementing Basel 1l will be a highly complex task and for that
reason we are sponsoring Advanced |RB Forum, a one-day seminar
devoted to capital reform. It will give you an opportunity to hear the regu-
lators’ expectations as well as to discuss the challenges to implementation with
colleagues from major banks.

A highlight of this forum will be the presentation of our Internal Ratings Validation Study
in which many major institutions participated. The study breaks down validation tech-
niques by asset class and model type, with sections on statistical models, expert judgment|
models, hybrid models, and external vendor models. The study also attempts to identify
industry trends, highlight the key challenges involved in validation, and offer potential
solutions.

We encourage you to attend this forum. It will be time well spent.

Sincerely,

sttt

Maurice H. Hartigan Il
President and CEO
RMA—The Risk Management Association

lan Mullen
Chief Executive Officer
British Bankers’ Association
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Robert C. Pickel
Executive Director and Chief Executive Officer
International Swaps & Derivatives Association

A Forum on Issues Arising from the Implementation of
the Advanced Internal Ratings Based Approach in the New Basel Accord

Sponsored hy the British Bankers' Association, the International Swaps and Derivatives
Association, and RMA - The Risk Management Association
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