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It’s no longer about meeting the 2018 regulatory 
deadline, but time to discover how the models 
that you’ve developed can be better understood, 
enhanced to address any shortcomings and 
leveraged for other business objectives.

As firms embed their forward-looking risk models, 
they need to be conscious not only of the short-
term IFRS 9 requirements, but also longer-term 
regulatory and operational needs

This could deliver many benefits, including IRB 
and stress testing alignment, improved data-
centric approaches and a modelling approach 
that is predictive rather than reactive.
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2019 is a key turning 
point for IFRS 9

Introduction
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The work doesn’t stop following 
the considerable efforts to implement 
IFRS 9 in 2018.
There is a need for ongoing reporting on impairment 
outputs and model performance, while addressing key 
weaknesses evident in the first-generation models.

The specific areas firms are focusing on throughout 
this phase vary greatly, but in our experience fall into 
the following main themes:

• Monitoring and MI – report on impairment outputs 
and model performance to highlight drivers of trends 
and identify potential model remediation 

• Some form of modelling enhancement is likely to be high 
on the agenda for 2019. Examples include:

 – improving automation to streamline 
the model execution process
 – adapting models to cater for firm-specific 
changes e.g. policy
 – addressing gaps identified in original development  
or audit which can lead to either minor model alterations  
or even the development of the next generation of models.

Monitoring & 
Enhancements

01/04
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While some lenders may have adapted 
IRB models to estimate expected credit 
losses for IFRS 9, we believe there is an 
even greater opportunity for lenders  
to use IFRS 9 models to facilitate 
moving to an advanced IRB approach. 
Using an IFRS 9 framework for IRB will provide opportunities:

• Leverage existing frameworks and approaches to reduce 
overheads in modelling, data, infrastructure, monitoring, 
governance and resourcing and increase consistency

• Use IFRS 9 model estimations and findings  
for optimal capital allocation

• Smoother and more efficient interaction  
with the supervisor and auditor.

Use IFRS 9 models  
for advanced IRB
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As more and more lenders incorporate 
IFRS 9, stress testing, business planning 
and ICAAP together, you will see many 
benefits to their alignment. 
The key is to ensure firms work on building integrated risk 
platforms that provide a full governance framework, with strong 
data management and modelling capabilities. This will allow 
for the flexibility and agility needed to keep up with increasing 
regulatory demands. 

An integrated framework also provides lenders  
with the opportunity to:

• Holistically support the execution of forward projections 
within the same scenarios moving from a historically-based 
to a forward-looking approach

• Establish robust model management – to support model 
developments, validation and the right governance 

• Consolidate all components to ensure consistent reporting 
of results, transparency and process documentation – 
required by regulators.

Create better 
synergies
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Despite many firms not yet leveraging 
IFRS 9 in wider business contexts, 
some lenders are already using 
IFRS 9 to improve profitability 
and business strategies. 
Opportunities include:

• IFRS 9-driven profitability estimates to determine 
segments of business to focus on targeting and retaining 
customers (e.g. based on LTV bands). 

• Incorporating lifetime information and scenarios 
into pricing of loans and other products

• Incorporating macroeconomic forecasts into business 
planning – for example, into which countries, business 
segments and products could a firm expand in the future.

Boost business 
profitability & strategy
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Implementing best practice for IFRS 9 should 
continue despite the fact we are past the 2018 
deadline – particularly if financial institutions 
are looking to gain long-term strategic and 
operational benefits while remaining compliant 
in a moving regulatory landscape.

At Jaywing, we are continuing to support our 
clients as they progress their IFRS 9 journeys 
into 2019 and beyond.

Playing the  
long game

Conclusion



Find out how you can benefit 
from our industry experience
with over 20 clients on IFRS 9.

0333 370 6600
risk@jaywing.com 
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