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daTa managemenT in 
The risK World CAN 

BE OVERWHELMING. 
HERE ARE GUIDELINES 

ON HOW BANKS 
SHOULD TACKLE THE 

MOST COMMON 
CHALLENGES EN ROUTE 

TO BECOMING A DATA-
DRIVEN ORGANISATION.6ways to 

combat data 
management 

hurdles

F irms have acknowledged the need for 
a strong data management practice 
and although much has been done to 

usher banks into a new era of data-driven 
reporting, many are drowning in a sea of 
information overload and under pressure to 
report speedily with high-quality data. 

New standards such as IFRS 9 Financial 
Instrument, Basel Committee on Banking 
Supervision regulation No. 239 (BCBS 239) 
Principles for Effective Risk Data Aggregation 
and Risk Reporting; and processes such as 
recovery and resolution planning, and stress 
testing; and ad hoc requests by regulators, 
have directed the type and granularity 
of information banks must now collate 
as well as its management. Current risk 
management practices are far from sufficient 
to meet increasing regulatory demands.

Risk reporting today extends beyond 
traditional financial risk metrics. As risk 
information starts to shed light onto the 
management and performance of firms, the 
concomitant requirement and disclosure to 
senior management and regulators on other 
business-related information becomes crucial 
for assessment and business decision-
making. Beyond regulator-driven standards 
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for improved governance, consistency and 
integrity, it is crucial that banks themselves 
understand how a transformation in its 
data mining architecture can unlock real 
business value. 

Below are ways in which banks can 
overcome common hurdles and institute 
in its place a good data compliance 
programme:

1   active data quality management. 
A critical component of good data 
compliance is managing data quality. 
The saying ‘rubbish in, rubbish out’ rings 
true in every sense in this perspective. 
Erroneous data renders even the most 
sophisticated of systems and models 
pointless. Cleaning up data is a necessary 
effort to which banks must commit time 
and effort. Eliminating inefficiencies 
through data reconciliation, patching of 
information and re-checking contributes 
significantly to the ability of firms to 
generate the required results and 
analysis with both accuracy and speed. 
A common pain point is the crunch of 
reporting season, as inconsistencies 
and off-the-mark results are generated 
as a consequence of poor data and/
or incomplete information, resulting 
in gaps in the data stream. Simple 
features such as rule-based error 
messages, background checks, and 
periodic data tests should be performed 
to continuously resolve any data issues 
arising. More important is to have in place 
continuous process improvement to 
ensure good data quality can be achieved.  

2   standardised data. This is a forward-
thinking move that calls for subject matter 
experts with a thorough understanding 
of data requirements throughout banks’ 
back-, middle- and front-office functions 
in order to achieve a consistent definition 
of data sets. From format irregularities, 
varying definitions and competing system 
architectures, these issues become 
tenuous to align but are necessary. Many 
banks find that various reconciliations 
need to be performed when information 
is extracted from multiple sources, thus 
compromising data integrity. By adopting 
financial technology or outsourcing data 
reconciliation tasks, banks can begin 

to break down the silo operations to 
converge risk, finance, operations and 
business data. 

3   strive for a single source of 
information. Be it a single data mart for 
data extraction, analysis and reporting 
or maintaining multiple systems that are 
linked to a robust risk analytics engine, 
information should be accessible and 
leveraged from one system to another. 
Achieving this also enables higher 
efficiency. For example, in analysing a 
customer’s credit risk profile, most banks 
typically maintain identity information 
in its customer management system, 
repayment behaviour and data in a 
separate credit management system 
while the credit risk team hosts a 
separate set of information which may be 
linked to the accounting general ledger 
system but not to the overarching credit 
risk management system (CRMS). The 
gap may occur where certain information 
that is maintained in the CRMS, could 
be an input in the credit risk profiling, but 
is not available in the credit risk system, 
thereby requiring either a separate 
manual feed, resulting in potential data 
integrity issues. Should a consistent 
definition be employed and a flow-
through of information be maintained 
from a single source, a single point of 
entry in one system could feed the data 
for various purposes, thereby achieving 
efficiency, consistency and optimisation.

4   understanding sources and drivers 
of risk. This is essential in order to 
understand the risk tolerance levels and 
therefore risk appetite of the firm as risk 

information is increasingly crucial in the 
development of business strategy. The 
response to questions such as: “What are 
the risk adjusted returns of a business? 
How much capital is being used? Is 
there sufficient liquid asset to withstand 
illiquidity should a financial crisis occur? 
Is there sufficient capital coverage for 
high-risk asset growth? Is this where we 
should strategically take the business?” 
need to be revisited periodically to create a 
robust data reporting that responds in step 
with fast-changing business environments. 

6   system flexibility. While many banks 
work towards maintaining a risk data mart 
to house all risk-related information, focus 
must be accorded to the ever-expanding 
universe of risk data. As regulatory 
requirements such as BCBS 239 suggest, 
the required reporting covers risk and 
non-risk data, therefore the definition of 
risk data will continuously evolve with 
the change in regulatory requirement. 
Banks need to consider the flexibility 
built into their risk tools and systems to 
respond to current as well as future risk 
environments.

The transformation of banks into data-
driven organisations requires significant 
planning in terms of infrastructure 
investment and talent acquisition. The 
payoff is flexibility, agility and accuracy in 
its response to evolving changes in the 
risk world.Q 
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5   data transparency. Any model developed 
should be made editable under the right 

governance process, instead of being 
hosted in a black box that is not visible to 

anyone or locked away for future refinement. 
Financial risk or financial models are critical 

information for banks, in particular 
the risk management function. The 

understanding of inputs and sources of 
information to the respective models are 

as important as having the right data. 


