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Mediolanum Banking Group

Banco
Mediolanum

Bankhaus
August Lenz

Mediolanum 
Fiduciaria

Mediolanum Vita
Mediolanum 

International Life
Mediolanum 
Assicurazioni

Mediolanum
Gestione Fondi

Mediolanum
International Funds

Mediolanum
Gestion S.A.

Gamax
Management

100% Banca Mediolanum 92% Banca Mediolanum
5% Banco Mediolanum
3% Bankhaus A. Lenz

100% Banco Mediolanum

100% Banca Mediolanum

100%

100%

100%
Mediolanum 

Comunicazione

Mediobanca3.4%  (directly & through Mediolanum Vita)

100%
(direct & indirect ownership)

BANKING

ASSET
MANAGEMENT

INSURANCE

OTHER

All companies
Italy-based unless
otherwise indicated

Euro CQS



Banca Mediolanum Integrated Business Model

Insurance

Bank

Mutual
Funds

 We view the company as a single entity, providing
solutions that best fit the needs of the customer, 
whether it be in the form of a mutual fund, an 
insurance policy or a bank product

 The Bank (est. 1997) has a special role as the place
where customer savings are naturally built

 It is also where service quality is more readily
appreciated & compared

 Therefore, it represents the mandatory point of 
entry for all new customers



Banca Mediolanum Multi-channel Model

Customer
Banking Center
500 Reps

4,300
Family
BankersTM

Automated
Telephone

Services
(VRU / SMS)

TV-based services
(Smart TV)

17,000 
3rd-party
branches 

Entire
ATM  
network

Website

Mobile apps (all platforms)

Real-time sharing
of customer information

CUSTOMER



A Bank with a Solid Set of Numbers

20.2% 16.2%

€ 15.9 bn

€ 28.3 bn

€ 7.9 bn

€ 13.62 bn

10 Y avg. 2008- 2017

ROE CET1

Retail Deposits

Total asset

Retail Credit Book

Banking book



Timeline IFRS 9
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On 24 July 2014, the International Accounting Standards Board (IASB) published the International Financial Reporting 
Standard (IFRS) 9 for Financial Instruments. The Standard aims to improve financial reporting on financial instruments by 

addressing problems witnessed during the last financial crisis. IFRS 9 responds to the G20 invitation to embed forward-looking 
information for recording expected losses on financial assets.

2014 2018

24/07/2014

International Financial 
Reporting Standard (IFRS) 9 
for financial instrument

2015 2016 2017

18/12/2015

Guidance on credit risk and accounting 
for expected credit losses (Basel 
Committee)

12/05/2017

Guidelines on credit institutions’ 
credit risk management practices and 
accounting for expected credit losses 
EBA

22/11/2016

Commission Regulation
(UE) 2016/2067

IFRS9 Impact Assessment

31/08/2016
Second IFRS9 Impact 
Assessment

14/07/2017



Classification and 
measurement

Overview IFRS9

IFRS 9 is the accounting standard that defines, by substituting IAS 39, the rules for the classification and measurement of 
financial instruments, with the aim of improving the relevance and effectiveness of the financial information. According to the 

EBA, IFRS 9 is an overall improvement compared to IAS 39 for the accounting of financial and credit instruments; the new 
provision due to credit risk should overcome the "too little, too late" problem recorded both on loans and financial instruments.
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Impairment e Staging

Hedge accounting

IFRS 9 Final Version



The choice of the business model must provide a representation of the management of financial assets by the companies 
consistent with actual, past and future operations. IFRS9 does not change the operation in the substance, but represents it more

precisely in the financial statements.
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 held in order to collect fixed and determinable
contractual cash flows with fixed term, equities
are excluded.

 SPPI compliant
 they are evaluated at the amortized cost, if the

outcome is negative, the evaluation takes place
at the FVTPL.

 they are subjected to Impairment for the
recognition in the Income Statement of the
expected loss.

 Held to collect contractual cash flows and profits from the
sale.

 SPPI compliant for debt securities, for equity securities
the choice is to be considered irrevocable.

 they are valued at FVTOCI, if the SPPI outcome is
negative, the assessment is made at the FVTPL.

 the debt securities are subjected to each reporting date
to Impairment for the recognition in the Income
Statement of the expected loss.

 held to generate cash flows from the sale of 
financial assets

 the financial instruments classified according to 
the Business Model Trading are valued at the 
FVTPL and are not subject to Impairment.

HTC HTC&S Other

Classification and measurement
Classification and 

measurement



STAGE
2

Stage 2 criteria:

Past due 30 days

Forborne classification

Rating deterioration

Credit quality indicator

Staging
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The model requires that at each reporting date the entity recognizes a provision for expected losses due to credit risk and 
is based on a staged approach:

Impairment and 
staging

STAGE
1

ECL 1Y

Financial asset do not 

register a significant 

deterioration of credit risk 

compared to the initial 

recognition

ECL Lifetime

Financial asset show a 

significant deterioration of 

credit risk compared to the 

initial recognition

STAGE
3

Impairment

Financial asset is 

considered «impaired», 

with consequent 

classification among the 

default



Impairment

IFRS9 introduces, for financial instruments, a new Impairment model based on the concept of Expected Credit Loss (ECL), 
with the aim of recognizing losses more properly and quickly. 

The concept of ECL must incorporate three main aspects:
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ECL Lifetime is a weighted estimate for the
probabilities of losses due to credit risk
(present value of all due cash receipts) over
the residual life of the financial asset.

𝐸𝐶𝐿𝑙𝑖𝑓𝑒𝑡𝑖𝑚𝑒 =  

𝑡=1

𝑀
𝐸𝐴𝐷𝑡 ∗ 𝑃𝐷0,𝑡 − 𝑃𝐷0,𝑡−1 ∗ 𝐿𝐺𝐷𝑡

1 + 𝑅 𝑡−1

Compared to IAS 39, where a concept
of loss incurred was found, IFRS9
transforms this concept into expected
(expected). For this purpose, a greater
(or lesser) loss should be added to the
PIT loss depending on the future
economic prospects.

ECL must reflect a point-in-time loss that
takes into account the losses that are
actually recorded at the reporting date.
This concept is opposed to that of Trough
the cycle (TTC) typical of supervisory
regulations which, on the other hand,
takes into account losses recorded at least
in one economic cycle.

PIT
Forward
Looking

Lifetime

𝐸𝐶𝐿1 𝐴𝑛𝑛𝑜 = 𝐸𝐴𝐷 ∗ 𝑃𝐷0,1 ∗ 𝐿𝐺𝐷

Impairment and 
staging



Overall Impact

In addition to being an accounting standard that impacts accounting and risk management, IFRS9 has effects on a series of 
processes within the bank.

Below is a brief overview of what are the most impacted aspects and structures within the bank:

CROCFOCOOCLO

IT implementation
Data management

Internal policies and regulations
Internal organization: sizing and 

skill

New accounting rules
New disclosure requirements in the 

financial statements
Planning and Control, Budget

Supervisory reports

Credit monitoring processes
Early warning

Concession rules and policies
Management of loans at fair 

value

Credit Risk Models Update
Fair value models
ECL monitoring

ECL lifetime metric development
Simulations and impacts



Project – Conflicting requirements?

The Bank looked for a solution that could be customized 
according to all bank’s internal actors needs
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Internal model with 
different features

Integration in 
business processes

Timely reporting 
and easy data 
access

Wide range of Consortium 
models

Integration with existing 
data flow

Smooth Initial set up and 
maintenance 

Granular data

CEDACRI looked for a solution that could be 

used for all banks in the consortium.



SAS Risk Platform – The BMED implementation
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CEDACRI choose a solutions that could meet all requirements both from the banks and IT Outsourcer: SAS Risk Platform.
SAS RP was implemented  in existing and validated processes, that include accounting and  regulatory reporting, giving a 

wide range of customization.

Internal Model

Single name analysis

Accounting reporting

Custom parameters1

Custom UDL

Monitoring

Data quality

3

2



 PD: consortium models are used to
provide rating, PDs curves are calibrate
according to each Bank risk profile

 LGD: is provided by consortium models
and loaded by CEDACRI in SAS.

 PD: ratings come from ECAI evaluation
and loaded by CEDACRI, PDs curve were
developed by the bank and linked with
rating inside SAS

 LGD: Internal LGD for sovereign exposure
are loaded to SAS as parameters.

Internal models
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 PD: internal model is used both for rating
and ECL calculation. PD lifetime curves are
loaded to SAS as parameters

 LGD: custom LGD is adopted for retail
costumer and loaded to SAS as
parameters.

Retail Corporate Sovereign

Framework is complex and involved different models, processes and methodologies.

ECAI

Internal Model

Custom parameters1

Custom UDL



Custom Parameters
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Internal models are developed in laboratory environment. PD and LGD curves are loaded to SAS risk 
platform after been tested with a parallel run. 

Laboratory environment. Testing parameters with a parallel 
run in MIP

Load parameter in production 
repository

Internal Model

Custom parameters1

Custom UDL



Custom UDL
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Within UDL, it is possible to embed different models and manage them in a closed and “safe” 
environment. No more “flying” excel files.

Internal Model

Custom parameters1

Custom UDL

Before After



Data quality
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Check data inside SAS Risk Perform with other dataset, repository and data flow of the institution. 

Check Input and 
Output

1

Check within 
DWH

2

Check stage rules 
trigger

3

Monitoring

Data quality2



Monitoring
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Before results are shared with accounting and business functions, output is analyzed, compared with 
previous ones, checked and then validated. Monitoring is carried on both inside SAS Risk Platform and 

other Bank system. 

Credit DWH Management Control Accounting

Risk Management

Monitoring

Data quality2



Accounting Reporting
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Accounting function can easily access SAS Reporting tool to download data in a properly designed 
output suitable for the accounting system.

Single name analysis

Accounting reporting
3



CLO

Single Name analysis

21

Credit function can directly check stage and ECL on existing positions. It could be useful to monitor 
the single credit quality position and to assess new credit exposure. SAS can be set up both for 

high level and deep drill down analysis.

Stage ECL

CRO
 Second lend

 Report of error system

 Risk evaluation

 Stage 1

 Stage 2

 ECL

 Triggers of Stage

 Detailed information of position and
customer

Single name analysis

Accounting reporting
3



WHAT’S

NEXT ?

Conclusions

Challenging project successfully 
completed with a solid state of the art 

technological platform allowing 
multidimensional analysis and 

scalability
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Model Validation
Exploring innovative solutions 
involving AI/machine learning

Model Governance
Model Risk (from governance to 

modelling)


