SAVING ACCOUNTS REPLICATOR PORTFOLIO

Client Situation

Client: Belgian Bank-Insurance company
Strong foothold in all 3 Benelux countries

Recent development of retail business
volumes

Competitive pressure on deposit rates

Pressure from local regulator to improve the
modeling and hedging of non-maturing
liabilities

Issues

Duration assumptions constraints imposed by
local regulator

Legacy model and related hedge

Existing central software to be interfaced for
FTP & NIl calculation purposes

Reacfin

New inflows allocation strategy
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Review & analysis of hedging techniques in
place

Split of overall saving account modeling
within homogenous product categories for
hedging purposes

Development of a fully automated
replicator model simulating ALM
investment processes

Selection of optimal hedging strategy per
product categories & implementation of
the propose solution

Automated interface with the existing
models

Results & Benefits

Improved NIl margin through improved
hedging strategy

Automated tool enabling the simulation
both ‘buy & hold” investment strategies as
well as constant duration rebalancing
strategies

Risk control & monitoring tools
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