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e information you have is not the information you warnt.
Ne information you want is not the information you need.

ne information you need is not the information you can obtain.
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ne information you can obtain costs more than you want to pay.” . .

— Peter L. Bernstein, Against the Gods: The Remarkable Story of_.Risk'_ -8,
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Early Warning System challenges

While specific research questions, data and methodologies are changing over the time drastically, the aim remains the same
- spotrisks early

Spotting risks early — questions we asked over

the years: The fundamental question we
need to answer before getting to

« How do we anticipate rating downgrade of a company any of these is:
or a sovereign?

« How do we spot emerging risks that are specific to an

industry or a country (e.g., geopolitical)? Are we able to
 How do identify impact of energy crisis on customer

and their supply chain? Sepagate ,gnals
* How can we define groups of customers that might \ﬁ%’m nOl§e7

become vulnerable in case of interest rate increase or - T

inflation surge?
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Ability of data to spot the risks early

Predicting credit deterioration for early warning requires a fundamentally different approach than predicting default
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Non-traditional data and alternative techniques do exist

News data can be sourced in near-real time speed providing timely input on a customer’s creditworthiness, however large volumes

and complexity of data require sophisticated processing mechanism to extract credit risk indicators
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Natural language processing
Big data analytics

Deep learning techniques
Fuzzy analysis

Sentiment analysis

Trend extrapolation techniques
Anomaly detection

Pattern detection

© 2026 Deloitte Central Mediterranean. All rights reserved. 5t Risk Management and Compliance Conference | Al enabled Early Warning Systems



Understanding Language: NLP process

Language:
English

Organization:
Credit Vision Bank

Geo locations:
Germany

Linked entities:
Stanley Cooper,
Urban Group
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Business

Billionaire German Bank, draws regulatory scrutiny.

By Anna Petsanouki, Shail Thakker
20 September 2020, 10:08 BST

BaFin, deposit insurance worried about concentration risk.

Bank supports thatis in compliance with all requirements.

The deposit insurance firm has expressed concern over the possibility of concentrated risk due to a large amount of moriey being
invested in a single source. This concern arises from the sudden injection of funds received by Credit Vision Bank, previously known as
Finance Bank AG, following an $800 million investment from a billionaire. The primary objective of the investment was to expand his
trade-finance empire and develop a new technology. As a result, Credit Vision Bank's balance sheet increased by eight-fold. The bank
attracted deposits with higher-than-market interest rates, which were then invested in assets sourced by its parent company, Credit
Vision Capital. However, the German regulator is concerned that too many of the bank's assets are linked to a single source, the French-
Indian entrepreneur John Doe, and is scrutinizing the bank's deposit-insurance program and portfolio. If the regulator deems that the
concentration of assets is too high, it may impose caps or additional capital requirements.

John Doe is competing with large Wall Street banks in the supply-chain finance market, with Credit Vision Bank functioning as a
"warehouse" for these deals. Having worked previously as a banker at Stanley Cooper and Urban Group Inc., he has pledged to purchase
trade receivables or payables, thereby capturing a significant portion of that market. He intends to bundle the short-term debt together

o

and sellit to investors.. However, the challenges for Credit Vision are highlighted by regulators’ concerns as John Doe's investments and
arrangements with Credit Vision Bank have been involved in past financial crises. The bank asserts that it is adhering to all necessary

requirements.

Overall, this situation illustrates the potential risks associated with having a large amount of money invested in a single source,
especially if that source has a history of involvement in past financial crises. The regulator's scrutiny of Credit Vision Bank and its
deposit-insurance program is a necessary precaution to protect depositors from potential losses.

Article source: https://www.bloomberg.com/news/articles/2020-08-19/billionaire-greensill-s-german-bank-draws-regulatory-
scrutiny

Credit Risk Threat Type:
Regulatory Risk

Credit Risk Sub-
threats:

'Regulatory Concerns,
Concentration Risk

Sentiment:
Negative

Sentir_nént Intensity:
Medium, 42%
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Crunching the numbers: Credit officers need technology

The amount of time that a credit officer needs to effectively process all the data on their clients is un-achievable without

technology.

~

illion

Articles
published daily
by specialized
news providers

~

30

Articles
published
each dayona
medium size
corporate

Minutes it
takes credit
officers to
read one
article

-~

Reading
hours each
day to stay
up to date
with one
client
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Case Study

The firm eventually became insolvent, however early warnings were identified 21 months in advance of that event
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Conclusions

Human annotation vs machine annotation

A\ 95% of threats verified “confirmation annotation”

: ' (human annotator reviews article and confirm/rejects
the assigned by ML threat), which is an exceptionally
high accuracy. For reference, historical studies show
that human annotations are typically only 80%
accurate over large data sets.

A separate exercise called “blind annotation” (ML

@ process manually reproduced by humans without
knowing ML-assigned threat to compare results and
measure perception bias) was performed.

The weighted average of the annotator-to-annotator
precision is 66%, and model-to-annotator precision
is 73% for 799 articles.
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Thankyou.
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