Basel III/CRD IV: Liquidity Risk
Management
Reconciling regulatory requirements with
long-term business sustainability

The changing regulatory environment for liquidity risk fundamentally impacts credit
institutions and their business model
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The new Capital Requirements Directive and
the related regulation will oblige credit
institutions to pay greater attention to the
management of liquidity and liquidity risk.

•

Increased cost pressure: some activities might
become prohibitively expensive or be penalised
by the regulation. Moreover, demands on
infrastructure in terms of personnel, processes
and technology will increase

While enhanced supervisory scrutiny is certainly
only one aspect to bear in mind, the new
liquidity risk regulation presents a fundamental
challenge to credit institutions and their
business model:

•

Conflicting information: the new regulation
requires several ratios to be managed in parallel,
but conflicts among ratios are built into the system

•

In this new landscape, leveraging on risk
management is a key factor in ensuring long-term
business sustainability

•

Economic role: maturity and risk transformation
are being limited and their costs increased

•

Group context: credit institutions in Luxembourg
will need to redefine their role within the group

•

Revenues at risk: competition for market share
will increase, with differentiating factors and
productive resources becoming scarce (e.g.
people, funding)

Can risk management support
long-term value creation?

Our approach
We propose to our clients not only to achieve compliance with the regulation, but to leverage these
developments to create tangible added value in internal liquidity management and strategic decisionmaking.
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• The institution’s risk appetite needs to be
defined and articulated

Risk appetite

Scenario
analysis &
CFP
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Our approach prioritizes and directly
addresses areas that are:
i. highly interconnected, and
ii. necessary enablers for
comprehensive risk management

• A consistent framework for scenario analysis
and contingencies needs to be implemented

Optimisation
& Value
Creation

• The regulatory liquidity standards need to be
complied with, monitored and optimised.

IT systems &
reporting
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• Automated liquidity risk reporting and management
systems need to be implemented

How can we help?
Our value proposition for liquidity risk
management under Basel III/CRD IV covers the
following areas:
•

Executive advisory services

•

Liquidity risk procedure review, gap analysis and
development

•

Assistance in specific areas:

•

−

Design/development of MIS, reporting and IT
systems

−

Stress testing/scenario analysis framework
implementation

−

Fund transfer pricing/fund allocation
optimisation

−

Assistance with contingency planning

Strategic assistance

−

Organisational design/governance structure

−

−

Regulatory impact assessment

Definition of risk tolerance, indicators and limit
systems

−

Business model optimisation (BMO)

−

Product and service portfolio review

Contacts
Xavier Zaegel, FRM

Benefit from
our unique
expertise

Marco Lichtfous

Partner | Advisory & Consulting

Partner | Advisory & Consulting

Tel: +352 451 452 748

Tel: +352 451 454 876

xzaegel@deloitte.lu

mlichtfous@deloitte.lu

Deloitte is a multidisciplinary service organisation which is subject to certain regulatory and professional restrictions on the types of services we can
provide to our clients, particularly where an audit relationship exists, as independence issues and other conflicts of interest may arise. Any services we
commit to deliver to you will comply fully with applicable restrictions.
Due to the constant changes and amendments to Luxembourg legislation, Deloitte cannot assume any liability for the content of this leaflet. It shall only
serve as general information and shall not replace the need to consult your Deloitte advisor.
About Deloitte Touche Tohmatsu Limited:
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms,
each of which is a legally separate and independent entity. Please see www.deloitte.com/lu/about for a detailed description of the legal structure of
Deloitte Touche Tohmatsu Limited and its member firms.
Deloitte provides audit, tax, consulting and financial advisory services to public and private clients spanning multiple industries. With a globally
connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities and deep local expertise to help clients
succeed wherever they operate. Deloitte has in the region of 210,000 professionals, all committed to becoming the standard of excellence.
© 2015 Deloitte General Services
Designed and produced by MarCom at Deloitte Luxembourg

