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Free Up Capital, Increase Transparency and Maintain Basel Il Compliance
Using Data Visualization Tools Designed for Financial Services Applications

credit risk
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Panopticon’s Credit Risk Analysis &
Monitoring Solution is an advanced

set of data visualizations delivered in

an easy-to-use, interactive Executive
Dashboard. The system allows bank
managers to understand their true level
of risk exposures at all times and share
that information in a timely manner with
auditors, regulators, clients, or even the
public.

Banks can implement this solution
" very quickly — within days — and
customize the system easily to support

their own unique rules and procedures.

The system utilizes Panopticon EX, a comprehensive system suitable for deployment at the workgroup
or enterprise level. Panopticon’s data visualization software is already in use at 5 out of the top 10
banks in the world and is widely accepted as the leading application for bringing risk, attribution and
performance data to the screen using state-of-the-art information visualization techniques.

The issuance of excessive quantities of low grade credit to private and
commercial clients over the past several years has damaged the reputation
or caused the dissolution of many of the world’s leading financial institutions.
Firms and government regulators are much more cognizant of how critical

it is to monitor credit worthiness and the worldwide financial community is
entering a new era of credit risk management.

Basel Il is intended to safeguard the solvency of individual banks and help
maintain overall economic stability by ensuring that the greater risk to which
a bank is exposed, the greater the amount of ready capital the bank needs
to hold. The standards seek to ensure that capital allocation is more risk
sensitive, that banks are able to separate operational risk from credit risk,
and to align economic and regulatory capital more closely in order to reduce
the scope for regulatory arbitrage.

Governments are implementing regulations based on Basel Il that
dictate higher levels of liquid reserves based on the credit worthiness of
banks’ clients. This inhibits a bank’s ability to grow and constrains profit
opportunities unless the bank has implemented a system that allows it to
get an accurate, up-to-the-minute picture of their true risk exposures.

This can work to the bank’s advantage only if it has an accurate
understanding of its exposures so it can minimize capital reserves while
maintaining regulatory compliance. Banks holding higher proportions of
very low to medium risk credit need lower levels of liquid reserve and can
therefore grow faster than competitors that hold large positions of high risk
credit in their portfolios.

The Panopticon Credit Risk Analysis & Monitoring solution allows
bank managers to understand precisely the drivers of risk — much
faster than is possible with traditional methods — and enables
decision-makers to take immediate action on important findings.

€ £ /\fter a thorough evaluation of the
Mmarketplace, we opted for
Panopticon’s visualization solutions
based upon thelr performance
NnuMbers and their universal
accessibility from different

technology platforms. 99

Jerome Downey
Senior Managing Director
JP Morgan Chase
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Challenges for Credit Risk Managers

Banks face many obstacles to growth in this new era of credit risk
management, including:

¢ Lack of Timely Information. The recent past has shown how
unreliable quarterly reports are in fast-changing market conditions. Even
large, well-established companies can file for bankruptcy within weeks of
filing a healthy quarterly report. Quarterly reporting has proven itself to be
a completely inadequate tool for accurate credit rating reporting. Many
institutions are monitoring their clients more closely and demanding
more frequent refreshes of financial information that affects the credit
worthiness for the company.

¢ Biased or Incomplete Reports from Credit Rating Agencies. The
major credit rating agencies do not provide banks with completely clear
and accurate pictures of credit worthiness. Their reports are often based
on old data that is not fresh enough to capture what can be critical
changes in the credit worthiness for a company.

e Complex Reporting Systems Inhibit Clear Understanding. The
current credit risk management systems, cockpits and reports used by
most banks tend to be very complicated and do not offer managers with
the clear overview they need to stay fully informed.

€ € P=ropticon’s visualization software
provides a rich way to conceptualize
data that our users love. It offers them
anatural, intuitive way to understand
complex hierarchies along with the
Maost important attributes that matter to

them. J'Y

Kuldeep Chaudhary
VP, Global Equities Technology
Citi Markets and Banking

Future Credit Risk Management Solutions

The smart banker must use new tools to develop and maintain an
accurate, timely understanding of his actual level of risk exposures so he
will maintain adequate levels of liquid capital without over allocating cash to
reserves.

® Banks must offer transparency across their credit exposure risks to
both private and commercial clients in order to fuffill all recent Basel Il
requirements. This means they must increase the amount of debt held by
medium to very low risk clients in their credit portfolios in order to free up
as much capital as possible to fund growth.

e Banks will have to obtain and make sense of monthly or even bimonthly
reports from their clients so they have accurate pictures of current market
conditions and financial health. This presents a new set of challenges;
how will the banks cope with this volume of new information and use it
effectively to understand their true exposures.

e Managers will need a simple overview that informs them of their actual
risk position and allows them to dig as deep as necessary to maintain
an excellent, accurate and up-to-date understanding of their credit risk
exposure.
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This is an example of one screen in a Credit Risk Informa-
tion Dashboard. It allows managers to get an overview of
their current exposures at a glance. They can drill down for
more detailed data on any single client or loan or switch to
another Dashboard view to see the same data from a dif-
ferent perspective.

Quickly Modify the Credit Risk Analysis & Monitoring
System to Fit Your Specific Requirements

Every bank operates differently and has different internal rules and
procedures. Any successful credit risk monitoring and analysis

system must allow the bank to modify it quickly and easily in order to
accommodate their unique requirements as well as comply with applicable
regulations.

Many business intelligence systems on the market are overly complex

for the purposes of credit risk monitoring. They can easily require

many months to alter as needed to fit a particular bank’s practices.
Implementation cycles are long an user acceptance tends to be low. In
the meantime, your bank suffers from a lack of usable information on your
true risk exposures. Even after some large systems are fully implemented,
changes can require substantial IT resources and time.

In order to comply with Basel Il and optimize profit opportunities by
minimizing reserve capital requirements, bank managers need nimble
solutions that they can alter quickly without extensive programmatic
changes or IT involvement.

The Panopticon system described in this paper is an example of how

a bank might use this technology. It allows managers to see and share
overviews of the institution’s credit portfolio using a web-delivered
Information Dashboard. The system further allows users to drill down to
see more detailed information on demand.

PAGE 2



© panopticon

‘ ‘ Panopticon’s solution allows us to
analyze a massive amount of data
extremely quickly. By utilizing
Panopticon’s software we can more
efficiently manipulate, analyze and
iNnterpret the data. This allows us to spot
iNnvestment opportunities in a more
timely fashion. J 9

lan Cadby
CEO & CIO
Liberty Ermitage

Advanced Information Dashboards Supported by
Panopticon’s StreamCube™ OLAP Technology — A
Perfect Way to View and Understand Credit Risk
Information

Panopticon EX data analysis software is built for deployment throughout
the enterprise, at the workgroup level or even on public websites. With the
solution described in this paper as a starting point, most banks can be up
and running with a solid, working system in just a few weeks. This short
deployment cycle helps drive user acceptance and reduces the IT risk
associated with introducing new tools into your institution’s workflows.

The Panopticon EX software used to build this solution incorporates a wide
range of information visualizations, including our well-known Treemaps

and Heatmaps as well as Scatter Plots, Horizon Graphs, Stack Graphs
and a range of other great visualizations designed for fast comprehension
and interpretation of detailed financial data. The software includes the
StreamCube™ OLAP data model for on-the-fly data aggregations and
slicing and dicing. This allows users to look at the same set of data from
multiple perspectives and allows the system to respond instantly and
interactively as the manager reviews credit risk data.

The software includes connectors for relational databases, including DB2,
Oracle, Sybase, Microsoft SQL Server, and MySQL as well as Microsoft
Excel and similar “flat file” formats. The system’s plug-in architecture makes
it possible to add additional data connectors at any time.

Panopticon allows credit managers to view data from many separate
databases. This simplifies the problem of collecting and disseminating
financial data from large numbers of clients. For example, you may store
ratings information from your credit analysts and agencies in one database,
debt balance and terms information in another, financial reports from clients
in yet another, and so on. The software is designed so that it can easily
connect to multiple data sources and use easy-to-understand Information
Dashboards that utilize data from some or all of those sources. The system
can also handle complex calculations and aggregations of data from
multiple sources.

Analysis & Monitoring

Maintain a solid foundation for your institution by
implementing a credit risk monitoring system that gives
you a timely, accurate picture of your risk exposures on a
client-by-client basis.

Aggregate and run calculations on data from multiple
sources

Panopticon allows managers to view data based on information from
many separate databases. For example, you may store ratings information
from your analysts in one database, performance data in another, holding
information in yet another, and so on. The software is designed so that it
can easily connect to multiple data sources and create visualizations that
utilize data from some or all of those sources. The solution can also handle
complex calculations and aggregations of data from multiple sources.

‘ ‘ These interactive visualizations help
me understand market conditions and
opportunities very quickly. | can truly
understand underlying patterns right
away without having to wade through
stacks of reports. § 9

Simon-Pierre Vullierme
Founding Partner
Cloran Finance
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Panopticon’s data visualization software together with its Business
Intelligence capabilities helps banks, retailers, manufacturers,
telecommunications firms, engineering organizations, and other industries
make timely, insightful and informed business decisions. Panopticon
combines innovations in three areas:

e World class, academically validated information visualizations, including
Treemap, Heatmap, Horizon Graph, Heat Matrix, Bullet Graph, Line Graph,
Scatter Plots, Barseries, Stack Graph, and Bar Graph visualizations.

* Real-Time Business Intelligence monitoring & analysis functions

¢ Ability to connect to virtually any data source, including real-time
streaming feeds, relational databases, event-driven message buses, and
proprietary data formats

The Panopticon platform is available as an SDK that enables software
companies and corporations to embed these capabilities into their own
applications. The company also offers a fully productized system suitable
for enterprise, workgroup or desktop deployments.

Panopticon software helps people find hidden patterns, spot problems
and identify opportunities buried in mounds of data. It allows people to
comprehend actionable information in large data sets — including those that

14 Giving our clients and internal
users access to the latest in
visualization technology allows
them to act more efficiently and
quickly on the data that they are
being presented with§ Y

Jerome Downey

Senior Managing Director
JP Morgan Chase

are constantly being updated in real time. The system supports effective
and timely decision making and makes it easy to synthesize, present and
share results with colleagues and customers. Clients typically see a very
fast ROl on a Panopticon implementation since these visualization tools
allow users to work productively and make better, more profitable decisions
for their firms.

This application was developed by Emergent Innovation, a Panopticon partner company specializing in the following fields:

® Enterprise Data Warehousing
¢ Global Data Integration

¢ Business Intelligence

® Business Analytics

emergent- i

Emergent Innovation also provides expert consulting services to assist banks, asset managers and other financial services firms. Emergent Innovation’s
team has extensive experience in developing customized systems supporting data management, monitoring and analysis requirements for financial
institutions and understands the importance of selecting, configuring and deploying software solutions that encourage rapid adoption within the

organization.

Emergent Innovation has helped a large number of financial institutions, industrial manufacturers and telecommunications companies achieve their

corporate data governance goals since it was founded in 1995.

Emergent Innovation has resources in Europe, the UK, Africa and the Asia Pacific region and is positioned to serve corporations in creating and

implementing improved data and information strategies.

www.emergent-i.com
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