APPLICATION SHEET

Basel Il Compliance drives the importance of data quality

Informatica Data Quality

BENEFITS

* Single solution for all data quality
needs

 Centrally maintained data quality
business rules

* Basel Il data quality scorecard

Poor data quality is endemic in a lot of large organizations. Up to now the operational
challenges presented by sub-optimal data have been accepted as part of the cost of doing
business and most organizations have devised both simple and complex workarounds to
compensate for the data’s shortcomings. Financial institutions are no different; they too
suffer from poor data quality, but are nonetheless able to function with apparent efficiency.
However the increasing array of mandates and regulations that have emerged in recent
years, including Basel Il, is causing banks, asset managers and insurance companies to

look at data and data quality in a new light.

Basel Il (and particularly pillar Il of the accord) puts new responsibility on financial institutions in
the area of data quality and data management. Banks must look at the accuracy of their risk
exposure calculations throughout the entire organization. Regulators around the world, including
the Financial Services Authority (FSA) in the UK, the US Federal Reserve, the German
Bundesbank and many more, have made it a requirement for banks and lending institutions to
self-certify the accuracy, completeness and appropriateness of Basel-critical data.
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Figure 1: Based around a highly intuitive drag and drop user interface, Informatica Data Quality’s
Workbench enables nontechnical users to easily build complex, customized data quality rules and plans.



Banks must now tailor their data management
strategy to meet this requirement.

The key data quality priorities for banks under
Basel Il Internal Ratings Based regulations are:

¢ (Quantitative assessment of data quality

* Efficient business-specific strategies to
cleanse data

e Changes in business processes to maintain
data integrity

» Establishing a framework to measure and
manage data integrity on an ongoing basis

Informatica Data Quality

Traditionally, financial services organizations
have addressed data quality on and ad hoc
basis by writing data quality business rules
using SQL, C++ or Excel. This approach has its
tactical advantages and will work for limited
Basel Il deployments. But it is at best a
short-term solution. As new business units,
asset classes, geographies, subsidiaries and
new acquisitions are included in the Basel Il
programme this ad hoc approach rapidly
becomes unworkable.

Informatica Data Quality is unique software
that is specifically designed to put the control
of data quality processes in the hands of the
business. With unparalleled ease of use, the
software delivers powerful data cleansing,
matching, and reporting and monitoring
capabilities in a single solution. Data analysts
and data stewards use Informatica Data
Quality to easily design, manage, deploy, and
control data quality initiatives, based on rules
that are generated, maintained and updated
without the need to write code.

Data Quality Scorecard

Regulators have highlighted the desire that
good data quality is part of the overall risk and
compliance process and data quality
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Trend | Item |Passed% |Target% |0% 100% | 14-Ju-2006 | 05-Jul-2006
Weighted Average a3.0 750 | a3.0 93.0
Credit_rating_completeness a7.4 75.0 [ g7.4 97.4
Currency_completeness 7.3 98.0 e g 97.3
Maturity_date_completeness 9.6 100.0 I, s 955
LaD_completeness 92.1 75.0 | 92.1 92,1
EAD_completeness 9.9 75.0 | 9.9 89,9
PD_Completeness 97.0 100.0 . g7 97.0
AMT_completeness 94.5 100.0 | 94.5 94,5
addressa 79.9 75.0 I 79.9 79.9
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Trend |Item |Passed% |Target% |n% 100% | 14-Juk2006 | 05-Jul-2006
Weighted Average 95.1 85.0 | 95.1 95.1
Currency _conformity 96.9 95.0 I 969 96,9
AMT_confarmity 95.6 100.0 s wme 95.6
Credit_Rating_canformity 8.1 95.0 ] 8.1 88.1
Maturity_date_canFarmity 95.6 100,0 s s 95,5
EAD_canFarmity 97,2 75.0 I g7z 7.2
L&D _canFarmity 3.2 75.0 | 3.2 93.2
PD_conFarmity a7.0 100.0 s g 97.0
Currency-cl 9.9 75.0 I %60 95,9

Figure 2: Sample Basel Il Data Quality Scorecard

scorecarding have become a focal point for
Basel Il compliance. In the UK the Financial
Services Authority (FSA) proposed a data
accuracy scorecard as an external audit point.
Many other regulators have also taken a lead
from the FSA and have put in place
requirements for similar data quality reporting
and monitoring capabilities.

Data quality reporting, monitoring and
scorecarding are a central component of the
Informatica Data Quality solution. Specifically
the product’s ability to work with all data types
enables banks to implement a single solution
to report on customer data, market & risk
data, as well as financial data. Our solution
enables organizations to transparently
demonstrate the quality levels of the many
data elements that are used to calculate risk
related values such as probability of default
(PD), loss given default (LGD) and exposure at
default (EAD).

The Informatica Data Quality scorecarding
capability follows a metrics-driven approach
that offers a standard and well understood
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way of measuring, tracking and reporting on
data quality defects. Having a common
language based on attributes such as
completeness, conformity, consistency,
accuracy, duplication, and integrity ensures
that business and IT can work together to
deliver the highest levels of data quality to the
business.

Conclusion

Risk management has long been high on the
agenda for financial institutions, but to
effectively manage risk and comply with
regulations such as Basel Il financial
institutions need to be able to easily integrate
data from different business units, areas and
geographies, and provide consolidated reports
and query functions on that data. Risk and
compliance bring a sharp focus to the
requirement for consistent data definitions
across the business and streamlined
processes for capturing and reporting on high
quality data.
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