Capital Allocation

Empowering executives to lead their organization towards increased
efficiency, advanced competitiveness and solid corporate governance

New York City, USA

May 18 & 19, 2006

Gain insights into vital issues:

e Optimization of economic capital allocation
under the new regulatory constraints:
Basel IA and Basel Il

e Accounting standards and their impact
on capital allocation

e Effective enterprise-wide stress testing
approaches and applications

e Strategy and business decisions:
The link to effective capital allocation

Basel IA and Basel I

e Capital allocation for specific risk types

Early Bird Special Offer
Book by 27/03/06 and save 10 %

To book online go to
www.mefinance.com

Sponsored by:

SUNGARD'EANCWARE

STRATEGID ANALYTICS

e Bank shareholder value and competitiveness:

“Discover how to effectively link

economic capital aiocation

to DUSINness strategy-

This key industry conference will examine the direct impacts of regulation
on capital management practices, focusing on key strategic issues as well

as specific risk considerations.
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Day 1

[ May 18, 2006

8:30  Registration and Coffee

9:00  Opening Address from the Chair

Jonathan Greenman
Director, Capital Allocation
Citigroup Corporate & Investment Bank

REGULATORY DEVELOPMENTS

9:15  Capital Allocation and Basel Il - The Regulatory Horizon

e Understanding the current state and anticipating policy plans for
implementation from the regional US regulatory agencies

e Determining the critical steps for effective implementation of Basel IA

e How to integrate regulatory compliance, risk management and
business strategy into coherent bank governance structure

e Maximizing the transformation potential — The interaction between
the regulatory framework and industry practices

¢ |Implementing the appropriate practices for linking risks
to capital allocation

Peter Hirsch
Chief, Large Bank Supervision
FDIC
10:00 Internal Capital Adequacy and the Risk Profile
e Differences in risk perception and objectives among stakeholders
e What is an internal capital adequacy assessment program?
e Supervisory expectations of “ICAAP”
e “Distribution wide risk management” and how it can help

Matthew Foss

Senior Technical Team Leader, Quantification and Modeling Group,
Supervision and Regulation

Federal Reserve Bank of Chicago

10:45 Networking Break

11:15  Case Study

Optimization of Economic Capital Allocation and

Comparison to the New Regulatory Constraints -

Basel IA and Basel Il

e Understanding how the new regulations will impact your company’s
capital management approach

o Selecting the appropriate methods for assessing regulatory capital
for credit, market and operational risks

e Complementing your risk assessments by developing internal
economic capital models

e Considering how to determine an optimal capital level and structure
for your bank

e Developing risk-adjusted performance measures, capital allocation
and risk management schemes to improve performance

John Stewart

First Vice President, Manager Economic Capital Group

Washington Mutual

12:00 Case Study

Developing the Internal Ratings Based Approach

e Examining the internal ratings based approach

¢ Anticipating the regulators examination of the internal risk
rating procedures

e Developing a comprehensive, coordinated, independent review
process to ensure that ratings are accurate and that the rating system
is performing as intended

e The essential control and management oversight mechanisms
for a reliable internal ratings system

Atoosa Guity

Vice President, Basel Il Project

Bank of New York

12:45 Lunch

Sponsor
STRATEGIQANAI,YTICS

Strategic Analytics develops and markets innovative analytical
software applications that enable banks, consumer finance
companies and mortgage lenders to build and manage more
profitable and less volatile retail loan portfolios. Our software
products are used for scenario-based loss and revenue forecasting,
portfolio stress testing, lifetime value, and economic capital. Each are
designed specifically for the unique modeling considerations found
in retail lending. SAs software installations analyze over $750 billion
in retail loans worldwide. See more at www.strategicanalytics.com.

Booking Line
Tel:  +44 (0) 20 7647 2304
Fax: +44 (0) 20 7436 5741

www.mefinance.com

THE RATING AGENCY PERSPECTIVE

2:00 The Impact of Basel Il on Capital Management Practices

¢ Alook at the inputs to Basel capital: PDs, LGDs, correlations

e The role of correlations: Correlations are specific to the risk
rating philosophy

e PD and LGD correlations: Downturn correlations, how much do we need
to increase the expected LGD to account for the correlation effect?

¢ The philosophical differences: Basel capital is likely to be a-cyclical,
whereas economic capital is more cyclical

e How are we going to manage the difference: Gap allocation,
performance management — Sending the right incentive

e The role of stress testing and validation

Bogie Ozdemir
Director, Risk Assessment and Modeling Group
Standard & Poor’s

CAPITAL ALLOCATION AND BUSINESS STRATEGY

Case Study

Strategy and Business Decisions - The Link to Effective

Capital Allocation

¢ Questioning the management — The limits of statistical analysis in risk
management and strategic decision making

e Qualifying the promises and the potential of quantitative analysis
for effective risk management across the enterprise

e Basel and strategic decision making — Implications for economic capital

¢ Organizational approach — Embedding an economic capital culture
into firm strategy

Jonathan Greenman

Director, Capital Allocation
Citigroup Corporate & Investment Bank

2:45

3:30  Networking Break

3:45  Bank Shareholder Value and Competitiveness Basel 1A

and Basel Il

e Effect of Basel IA on the current risk modeling
and measurement structure

e Anticipated effect on shareholder value and stock markets response
to Basel IA adoption

e Ensuring that capital is effectively allocated among different activities
in a bank to maximize shareholder value

e Regulatory valuation of transparency and risk architecture
of these banks

Geoffrey Rubin

Director, Economic Capital Group

Capital One

4:30 Driving Economic Value: The Link Between Capital

Allocation and Returns

e Observing the link between accounting and capital allocation
measurements and risk architecture

e Basel Il and IAS — the new world order for capital allocation

e Impact of emerging and more stringent standards and possible issues
in implementation of transparent risk architectures

e Determining the conflicts of IAS with Basel and creating
a flexible risk structure for the future

Samir Nangea

Principal, Global Financial Services

Ernst & Young

5:15  Closing Remarks from the Chair

5:20  End of Day One

Sponsor
SUNGARD'BANCWARE

An integrated solution suite for asset/liability management,
budgeting and planning, regulatory compliance and profitability,
BancWare is used by banks, mortgage and credit lenders, and other
financial services institutions. Banc\Ware provides a multidimensional
asset/liability analytic solution with balance sheet simulation
capabilities, and a variety of reporting options. For managing
economic and regulatory capital, BancWare offers a modeling,
analysis and reporting solution. BancWare provides a performance
measurement solution that helps financial institutions manage
profitability, and offers a data management and integration tool
designed specifically for banks. More than 400 financial institutions,
including 13 of the world’s top 20 banks, use Banc\Ware.
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Day 2 Tel:

L Fax:
May 19, 2006

8:30  Re-Registration and Coffee 12:50

9:00  Opening Address from the Chair 2:00
Michael Carhill

Director, Risk Analysis

Office of the Comptroller of the Currency,

US Treasury Department

SPECIFIC RISK CONSIDERATIONS AND CAPITAL ALLOCATION °

.
9:10

Estimating Key Credit Risk Parameters
e Ratings and PDs

e Validation strategies for PDs

e LGD measurement issues

e Economic vs regulatory considerations
Michel Araten

Managing Director
JPMorgan Chase

2:40

L]
L]
9:50 Unique Aspects of Economic Capital for Retail Lending °
e Challenges in measuring PD, LGD, and EAD on actively managed portfolios
e Simulation-based approaches to computing capital for retail portfolios
e Scaling relationships learned from industry portfolios regarding:

- Loss rate versus volatility

- Lifetime capital calculation

- Computing incremental capital
Dr. Joseph L. Breeden
President and Chief Operating Officer
Strategic Analytics Inc.

3:20

10:30  Networking Break 3:40

Booking Line
+44 (0) 20 7647 2304
+44 (0) 20 7436 5741

www.mefinance.com

Lunch

Economic Capital Allocation and Trading Book
Capital Valuation

Understanding the eligibility for trading book capital treatment,
financial instruments free of any restrictive covenants

The importance of prudent valuation and guidance for positions in the
trading book especially for less liquid positions

Valuation estimates confidence — Systems and controls to avoid
supervisory concerns about internal prudent valuations

Possible treatment of incremental default risk in the trading book

Mary Frances Monroe
Manager, Supervisory and Risk Policy
US Federal Reserve Board of Governors

How to Allocate Capital to Business Units - Tackling the
Problems of Diversification Benefits and Excess Capital

Incorporation of diversification in economic capital models
Common problems with capital allocation to business units
Aligning business unit incentives with firm-wide objectives
Dealing with excess capital

Moving to advanced portfolio management

Hans Helbekkmo
Managing Director, ERisk
SunGard BancWare

Networking Break

STRESS TESTING AND DEFAULT ESTIMATION

Distinguishing Between Stress Testing for Risk Management

Purposes and Stress Testing for Capital Allocation Purposes

10:50 Issues in the Allocation of Operational Risk Capital 3
¢ Allocation at the group level 3
¢ Allocation below the group level 3
e Regulatory constraints

e Insurance and EL considerations .

Keith Heyen
Vice President, Treasury
Wachovia Corporation

Distinguishing capital allocation from risk management

The priority of plausibility over probability in stress testing

Describing best practices as to how stress tests are used for risk
management across differing lines of business

Ensuring new regulation does not compromise the risk management
uses of stress testing

Michael Carhill
Director, Risk Analysis

Office of the Comptroller of the Currency,

11:30 Effective Strategies and Modeling for Market Risk:

Integration Across Business Lines
e Applying the appropriate models for market risk and strategies

for integration through business lines and across geographic regions
e |dentification of market risk drivers and approaches to related 3

economic capital allocation 3
e Examining the efficient calculation and allocation of diversification

benefits to overcome the practical implementation 3
e Aggregation and correlations of risk drivers in relation

to regulatory capital .

Alejandro Latorre
Risk Management Officer, Market and Liquidity Risk
Federal Reserve Bank of New York

4:20

US Treasury Department

Estimating and Modeling of PD and LGD Correlations
With Respect to Basel’s Downturn LGD Requirement

What is LGD philosophy?

Does Basel call for an a-cyclical LGD philosophy? The motivation
behind the down-turn LGD requirement

What are the different types of correlations in play?

Estimating and modeling different types of correlations
Estimating long run PDs from default rate time series

In economic capital terms, how much does the mean LGD need
to be increased to account for the omission of correlations?
Some empirical results

Peter Miu

12:10 Case Study
Correlation, Aggregation and Capital Allocation at a Global
Financial Conglomerate
¢ Motivations for economic capital model and capital allocation
e Multi facets of risks: Credit risk, market risk, insurance risk,
operational risk
* Firm-wide capital versus business unit stand-alone capital:
The role of diversification
e Correlation and diversification within risk categories
e Correlation and diversification across risk categories
e Correlation and diversification between different business units
e Case studies

Guoquiang Li
Principal Quantitative Analyst
American International Group Inc.

5:00
5:10

marcus evans financial markets training

marcus evans training is one of the leading international providers of
specialised financial markets training. Our industry expert trainers will
provide you with in-depth information and interactive learning to help
you reach your goals. We make extensive use of pre and post course
questionnaires to ensure that our training delivers exactly what our
delegates require. Numbers of delegates on our courses are strictly
limited to optimise your learning experience. Banking, Finance &
Insurance Training. For further details please contact:

Louise Rudderham on +44 (0) 20 7958 2671,

or email louiser@marcusevansuk.com

Assistant Professor of Finance, DeGroote School of Business
McMaster University

Closing Remarks from the Chair

Close of Conference

Business development opportunities

Does your company have services, solutions or technologies that the
conference delegates would benefit from knowing about? If so, you can
find out more about the exhibiting, networking and branding
opportunities available by contacting our sponsorship division.

Gareth Banks on +44 (0) 20 7647 2210,
email: garethb@marcusevansuk.com

Brad Dodson on 1 312 540 6525,
email: braddodson@marcusevansch.com
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Booking line
Tel +44 (0) 20 7647 2304
Fax +44 (0) 20 7436 5741

www.meTinance.com

IMPORTANT - Please do not remove or obscure the above label. It contains vital information
Code: A B (o D F X AM2274

ame

Address ...t
POSIEOLE ....orrirrtntntnsissisananeninsiessssisesse B hutiuisuistestsesssssssssstestesessessssassssssessesesssssssase

ax ma

AUTHORIZATION Signatory must be authorised to sign on behalf of contracting organization

SIS oocnncaocooanoonosnosacoos LAl

This booking is invalid without a signature

TO BOOK ONLINE GO TO WWW.MEFINANCE.COM
[J CONFERENCE FEE @ $2295.00 + Service Charge = $2845.80
[J EARLY BIRD DISCOUNT FEE @ $2065.50 + Service Charge = $2561.22

A 24% service charge will be added to all conference fees prior to the event and is inclusive of programme materials,
luncheon and refreshments. Please note that Early Bird Discounts only apply to bookings made prior to 27th March 2006.

METHODS OF PAYMENTS

Cheque — made payable to marcus evans Conferences Ltd

Bank Transfer — marcus evans, Barclays Bank Plc, PO Box 544,

54 Lombard Street, London EC3V 9EX — Sort Code: 20 00 00

A/C NO: 70427683, quoting delegate name(s) / invoice number and AM2274 as reference.
Credit Card — Please debit my MASTERCARD / VISA / EUROCARD / AMEX / DINERS CARD
Payment is required within 5 working days

Card Holder's Name

SIGNAIE, L eeeeerrensesnesneseesessessessesseneenesnennens G HOT L iiiiiuinennennen BRIV e
THREE WAYS TO REGISTER
1 2 3
Telephone bookings to Mail to marcus evans Telefax bookings direct to
marcus evans on 4 Cavendish Square marcus evans on
+44 (0) 20 7647 2304 London W1G 0BX +44 (0) 20 7436 5741

Terms & Conditions:
1. Fees are in inclusive of programme materials and refreshments.

2. Payment Terms: Following completion and return of the registration form, full payment is required within 5 days from receipt of invoice. PLEASE NOTE:
payment must be received prior to the conference date. A receipt will be issued on payment. Due to limited conference space, we advise early registration
to avoid disappointment. A 50% cancellation fee will be charged under the terms outlined below. We reserve the right to refuse admission if payment is
not received on time. Unless otherwise stated on the booking form, payment must be made in pounds sterling

3. Cancellation/Substitution: Provided the total fee has been paid, substitutions at no extra charge up to 14 days before the event are allowed. Substitutions
between 14 days and the date of the event will be allowed subject to an administration fee of equal to 10% of the total fee that is to be transferred
Otherwise all bookings carry a 50% cancellation liability immediately after a signed sales contract has been received by marcus evans (as defined above)
Cancellations must be received in writing by mail or fax six (6) weeks before the conference is to be held in order to obtain a full credit for any future
marcus evans conference. Thereafter, the full conference fee is payable and is non refundable. The service charge is completely non-refundable and
non-creditable. Payment terms are five days and payment must be made prior to the start of the conference. Non-payment or non-attendance does not
constitute cancellation. By signing this contract, the client agrees that in case of dispute or cancellation of this contract that marcus evans will not be
able to mitigate its losses for any less than 50% of the total contract value. If, for any reason, marcus evans decides to cancel or postpone this
conference, marcus evans is not responsible for covering airfare, hotel, or other travel costs incurred by clients. The conference fee will not be refunded,
but can be credited to a future conference. Event programme content is subject to change without notice.

4. Copyright etc: All intellectual property rights in all materials produced or distributed by marcus evans in connection with this event is expressly reserved
and any unauthorised duplication, publication or distribution is prohibited.

5. Data Protection: Client confirms that it has requested and consented to marcus evans retaining client information on marcus evans group
companies database to be used by marcus evans groups companies and passed to selected third parties, to assist in communicating products and
services which may be of interest to the client. If the client wishes to stop receiving such information please inform marcus evans local office or email
gleavep@marcusevansuk.com. For training and security purposes telephone calls maybe recorded

6. Important note: While every reasonable effort will be made to adhere to the advertised package, marcus evans reserves the right to change event
dates, sites or location or omit event features, or merge the event with another event, as it deems necessary without penalty and in such situations no
refunds, part refunds or alternative offers shall be made. In the event that marcus evans permanently cancels the event for any reason whatsoever,
(including, but not limited to any force majeure occurrence) and provided that the event is not postponed to a later date nor is merged with another event,
the Client shall receive a credit note for the amount that the Client has paid to such permanently cancelled event, valid for up to one year to be used at
another marcus evans event. No refunds, part refunds or alternative offers shall be made.

7. Governing law: This Agreement shall be governed and construed in accordance with the law of England and the parties submit to the exclusive
jurisdiction of the English Courts in London. However marcus evans only is entitled to waive this right and submit to the jurisdiction of the courts in
which the Client" s office is located

New York City, USA
May 18 & 19, 2006

Venue confirmation will be forwarded to
h prior to the conference

The impact of Basel Il is largely dependent on the environment where the bank is
regulated, as it is different for each region. In the US, regulatory pressures have
raised the status of the risk group and these pressures can distract from strategic
business projects. It is true that regulatory compliance is a significant driver, but
most banks’ capital allocation management aspirations span beyond this. Key
players also seek to gain competitive advantage through an effective
enterprise-wide capital allocation management structure.

This timely marcus evans conference creates an interactive forum to improve
the capital allocation knowledge needed to stay ahead of the curve of current
and future banking regulations and optimize the capital allocation architecture
with the ultimate goal of creating solid corporate governance and optimal returns
on capital.

For special discounts on multiple bookings, please contact:
Jacquelyne Muhati on +44 (0) 20 7647 2304
or email jacquelynem@marcusevansuk.com

Who should attend?

From the Banking Industry / From Financial Services Providers:
Managing Directors, CEOs, CFOs, Financial Directors, Basel Il Project
Co-ordinators, Treasurers and Heads of:

e Capital Management

e Economic Capital

¢ Group Risk Management

e Risk Management

e Risk Analysis / Risk Analytics

e Risk Modeling

¢ Regulatory Reporting

¢ Regulatory Capital

¢ Planning, Control and Finance

¢ Resource Planning and Allocation
e Credit Risk

e Credit Risk Portfolio Management and Analysis
¢ Operational Risk

* Quantitative Analysis

* Quantitative Research

From Consultancies:

e Risk Management

* Investment Management
¢ Financial Services

From Software Providers:
Managing Directors

e Head of Business Development
¢ Head of Sales and Marketing

Plus:
Representatives from Regulatory Bodies and Rating Agencies
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