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Reply card

Please send me the following documents:

Ernst & Young Annual Report 2000

International Survey on Fraud in Private Banking

Concept Against Fraud (CAFTM) Brochure

Study of E-Business and CRM in the Swiss Financial Sector

Scorecard for bank internal rating techniques

Back copies (please enter relevant number from

Page 35, only whilst stocks last)

No. Copies

No. Copies

No. Copies

Suggested topics for «Insight Financial Services»:

We welcome your input on topics which 

could be dealt with in future editions.

Subscription card

I do not yet subscribe to «Insight Financial Services»

Please put me on your subscription list. You will find 

my details on the reverse.

I no longer wish to be sent «Insight Financial Services»

Please delete me from your subscription list. You will find 

my details on the reverse.

I have moved

Please alter my address as per my details on the reverse.



The financial sector continues to undergo dramatic changes. Most financial services

providers must implement extensive business transformations under high pressure

and introduce new distribution channels using e-business solutions. The specialized

departments, information technology in particular, are facing extraordinary pressure

as new processes and technologies have to be integrated into existing environment

often under extreme time pressure without access to experience gathered in the past.

Choosing the right approach can limit the accompanying risks and save a great deal

of money.

In the next edition of Insight Financial Services we will show you which aspects

have to be taken into account and exactly how our E-Risk Solutions can help to

satisfy the fundamental requirements of security, availability and reliability in the

financial sector.

Back copies (under the title «Banking Info«)

You can order back copies easily and free of charge (whilst stocks last). Indicate the

order number for the edition of your choice and select one of the three options for

your order: 

• by completing the reply card in this publication you will be sent your chosen 

edition by post;

• sending an E-Mail to michaela.armangau@eycom.ch you will also be sent your

requested edition by post;

• By visiting www.ey.com/ch you can view and print out the version of your choice

as a PDF file.
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Means of prevention Means of detection

Share-
holders

Board of
Directors

Audit
Committee

Manage-
ment

Compliance
Officer

Internal
Auditor

Supervisory
Authorithes

CAFTM: Risk Management Tool for the Top Management of the Bank 

CAF/CAM
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CAMTM – Concept Against Money Laundering in Private Banking
With the numerous laws and regulations (such as the Swiss Federal Money Launde-
ring Act) and recent adverse publicity, money laundering is a hotly debated topic.
CAMTM uses a similar methodology to CAF TM and relies on a benchmarking and Best
Practices approach, preventive and detective aspects, a risk matrix and a training
manual. CAMTM is also real time focused with a higher degree of control of accounts
and transactions. Our CAMTM product involves training programs, presentations to
executive management, regular seminars and workshops for those directly involved in
implementing money laundering prevention and information about current trends and
legal developments.

Diagram 1

Ernst & Young Method
Helping to prevent and detect fraud in Private Banking

and enables us to benchmarks results for

our banking clients on a worldwide ba-

sis by drawing conclusions from Ernst &

Young’s worldwide forensic accounting

investigations and from recent case

studies.

Who benefits from CAFTM?

All stakeholders benefit from CAFTM

because it is a tool for risk management

to identify, limit and control the risk of

fraud and it significantly reduces the

risk of losses and reputational damage

(see Diagram 1).

In addition, CAFTM allows the bench-

marking of existing procedures and con-

trols compared to best practice and

demonstrates that the control standards

meet the highest expectations.

Visit the Ernst & Young Competence

Centre for Private Banking at

www.eycom.ch/pb
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«Two thirds of all banks have been the victims
of fraud in the past twelve months»

Fraud and money laundering are matters of great
concern to the Swiss financial centre and especially in
Private Banking. This is addressed in the following
interview with Bernard F. Fishman, partner and Head
of the Competence Centre for Private Banking of Ernst
& Young in Switzerland. Here, products are developed
which detect operational risks in this area. Bernard F.
Fishman is also responsible for Ernst & Young’s
International Survey 2000 on Best Practices in Private
Banking (see p. 7).

Mr Fishman, how seriously are banks exposed to fraud?
Our study showed that two-thirds of all banks experienced a case
of fraud in the past twelve months. As a general rule the sum
concerned was less than USD 500,000. Over 10% of the banks
interviewed experienced more than 10 cases of fraud. Our study
showed that on average banks are the victim of a major fraud
every five years. 17% of the establishments surveyed experienced
a loss of more than USD 10 million in the past five years and
some even up to USD 200 million.

Many banks performed an internal audit after your study to
detect cases of fraud. Was that because of the risk of damage
to their reputation?
Most banks which made a fraud analysis did so because of an
incident and not through a spontaneous initiative. This is 
explained by the fact that less than 10% of the actual cases of
fraud are known in the financial world. However, since two-thirds
of all banks reported a case of fraud in the past twelve months
and there is trend for these risks to grow, it seems likely that
banks will continue to perform audits of this kind.

Is fraud a problem for the profitability of Private Banks?
In our experience, fraud is the most important risk to earnings.
The cases of fraud experienced by Private Banks in the last 
15 years generated the biggest losses.

Why are relationship managers often at the centre 
of cases of fraud?
Our study confirmed that some relationship managers are often
responsible for cases of fraud, due to trust playing a key role in
Private Banking. Customers want to be able to rely completely 
on their relationship manager. At the same time, they want all
their transactions to remain totally confidential. This unique
relationship is the reason why customers give orders by tele-
phone and leave their mail for collection at the bank. As a result
in this environment of mutual trust, it is difficult to establish
effective internal controls, especially as they are partly dependent
on controls performed by the relationship manager himself. Our
experience shows that this situation is the main reason for losses
in Private Banking, with some unreliable relationship managers
taking advantage of their position of trust.

What methods are used in fraud?
With reference to the methods used, our study shows that in
more than half of all cases, unauthorized transfers are made from
one account to another. Another area in which extensive fraud
was observed is the pricing of securities, in particular those that
do not have readily available market prices. These effects are
hard to trace and may give rise to an artificially overvalued
market. In addition, the banks have also identified the counter-
feiting of signatures as another important source of fraud. This
type of fraud is generally discovered indirectly or else by a spe-
cific investigation.



the level of the equity ratio stipulated

and hence also the competitiveness of

the banks. However, not just this likely

regulatory trend but also the rapidly

changing nature of credit business call

for new techniques of credit risk man-

agement.

Is your internal rating system equal 

to the demands that are emerging?

Ernst & Young has developed a score-

card for rating systems to assist you in

your critical assessment.

Internal Rating Techniques/

The New Basel Capital Accord

The Bank Supervisory Committee of

the Bank for International Settlements

(BIS) submitted on 16 January this year

a revised proposal for the reorganiza-

tion of the equity ratio requirement of

banks («The New Basel Capital Ac-

cord»). Adoption of the revised consul-

tation paper is planned by the end of

2001. The New Capital Accord must

surely be seen as the most important

regulatory project of this decade. Its

implementation will have far-reaching

consequences on the banking world.

The proposal is built on 

three key pillars:

• Minimum capital 

requirements

• Provisions on auditing 

for supervisory law 

purposes

• Market discipline/ 

disclosure standards

One of the most significant 

innovations of exceptional im-

portance to the banks is a different

equity backing requirement, depend-

ing on the quality of the counterparty.

The authorization of a suitable internal

rating technique must exist in which

case banks could determine their equity

requirements on the basis of their own

internal rating approach. The quality of

the rating techniques used determines

E-Business and CRM in the Swiss

financial sector

Ernst & Young, working with University

of St. Gall, put a questionnaire to vari-

ous Swiss banks and insurance compa-

nies and conducted interviews on e-

business and Customer Relationship

Management (CRM).

The study shows the extent to which 

e-business and CRM are already used 

in the financial service sector and which

trends and developments are expected 

in the next few years. The study also

discussed the use of e-business and

problems arising from CRM.

Astonishing results and controversy

emerged in this study in respect of top-

ics such as communities, new e-products

and the general future prospects of the

institutions surveyed.

This study is available from:

Ernst & Young AG, E-business services

Dieter Bachmann, Badenerstrasse 47,

P.O. Box 5272, 8022 Zurich,

T 058 286 31 11,

dieter.bachmann@eycom.ch

or by completing the reply card.

Financial Services News
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You can obtain this scorecard by send-

ing the reply card. Alternatively, please

contact Mr Bruno Oppliger by tele-

phone on 058 286 69 11 or by e-mail 

at bruno.oppliger@eycom.ch

Die BIZ hat im Januar 2001 einen über-

arbeiteten Vorschlag für die Ermittlung

des Eigenmittelbedarfs bei Banken

unterbreitet («The New Basel Capital

Accord»). Die Verabschiedung dieses

überarbeiteten Konsultativpapieres 

ist bis Ende 2001vorgesehen und die

Umsetzung ins nationale Recht soll 

bis zum Jahr 2004 vorgenommen wer-

den.

Eine der bemerkenswertesten und für

die Banken ausserordentlich bedeuten-

den Neuerungen sieht eine je nach

Qualität der Gegenpartei unterschied-

liche Eigenmittelunterlegung vor. Die

Bewilligung eines geeigneten internen

Ratingverfahrens vorausgesetzt, könn-

ten Banken dannzumal ihre Eigen-

mittelerfordernisse basierend auf ihrem

eigenen internen Ratingverfahren fest-

legen (Internal rating based approach).

Nicht nur die sich abzeichnende regula-

torische Entwicklung, sondern auch das

sich rasch verändernde Kreditgeschäft

erfordern neue Techniken des Kredit-

risikomanagements. Grundlegende

Fragestellungen, die damit verknüpft

sind, lauten beispielsweise:

• Wie lässt sich die «adverse-selection»-

Falle im Kreditgeschäft vermeiden?

• Wie bestimmt man das risikogerechte

Pricing einer Kredittransaktion?

• Welches ist das richtige Performance-

Mass für die Steuerung des Kredit-

geschäftes?

• Wie lässt sich das Kreditportfolio

optimieren?

Die Grundlage für den erfolgreichen

Einsatz von Instrumenten zur Kredit-

risikosteuerung bildet ein aussagekräf-

tiges internes Kreditratingsystem.

Sind die Ratingverfahren ausreichend auf die Erfordernisse der unterschiedlichen Kundensegmente

abgestimmt?

Inwieweit erlaubt Ihr Rating-System eine getrennte Beurteilung der Schuldnerbonität, der

Deckungsqualität und des Transaktionsrisikos 1 ?

Besteht bankweit eine klare Definition des Ausfall-Ereignisses, welche nach eindeutigen, objektiv

feststellbaren Kriterien beurteilbar ist?

Ermöglicht die Anzahl Ratingklassen2 eine für ein risikogerechtes Pricing genügende

Differenzierung der Schuldner/Transaktionen?

Ist Ihr Ratingverfahren durch die Wahl weitgehend objektiver Ratingmerkmale vor Subjektivität

und Manipulation geschützt?

Wie beurteilen Sie den Grad der Abdeckung aller massgebenden risikotreibenden Faktoren der

jeweiligen Kundensegmente durch Ihr(e) Ratingverfahren?

Sind den einzelnen Ratingklassen2 nach Laufzeiten differenzierte Ausfallwahrscheinlichkeiten

zugeordnet? 

Mit welcher Zuverlässigkeit ermöglichen Ihre statistischen Analysen die Validierung der

Ratingverfahren?

Verfügen Sie über ein umfassendes Datenkonzept, welches die Integrität und Vollständigkeit der für

die Risikobeurteilung und Validierung erforderlichen Daten sicherstellt? 

Wie beurteilen Sie den Nutzen der Ihnen von Ihrem Ratingsystem für die Kreditrisikosteuerung

gelieferten Informationen (Übertragbarkeit ins risikoadjustierte Pricing, Erkennen von

Konzentrationen, etc.)?

In welchem Mass unterstützt der Kreditprozess Ihrer Bank ein möglichst unabhängiges, objektives

Ratingurteil (Überprüfung des Ratingurteils durch eine vom Verkauf unabhängige Instanz, etc.)?

Wie beurteilen Sie die Akzeptanz Ihres Ratingsystems innerhalb der Bank?

1 Risikoklasse bzw. Transaktionsrisiko: Beurteilung des Risikogehalts einer Transaktion (abhängig von der Ratingkategorie der 

Gegenpartei und der Qualität einer allfälligen Kreditsicherheit).

2 Ratingklasse: Beurteilung der Bonität einer Gegenpartei, ohne Berücksichtigung allfälliger Sicherheiten. 

Die nebenstehende Scorecard soll Ihnen

bei der kritischen Beurteilung dieser

Frage behilflich sein. 

Und so funktioniert es: Beantworten 

Sie jede Frage, indem Sie beurteilen,

inwieweit Ihr Unternehmen die auf-

geführten Kriterien erfüllt, und tragen

Sie eine Punktzahl zwischen 1 und 10

anhand des folgenen Schemas in das

Kästchen neben der Frage ein. 

Am Schluss zählen Sie die einzelnen

Werte zusammen und übertragen die

Gesamtpunktzahl in die untenstehende

Skala: Die Farbe zeigt, ob Handlungsbe-

darf besteht!

nein

ja

nicht informiert

sehr gut informiert

nicht fortgeschritten

weit fortgeschritten
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Es ist höchste Zeit, das Projekt internes

Ratingsystem professionell anzupacken!

Ihr internes Ratingsystem entspricht 

noch nicht ganz den Anforderungen!

Ihr internes Ratingsystem entspricht 

den sich abzeichnenden Anforderungen!

Total (auf die untenstehende Skala zu übertragen)

12 Fragen schaffen Klarheit

Interne Ratingsysteme: Neuster Stand von 

«Market practice» und regulatorischen Neuerungen

Entspricht Ihr internes Ratingsystem den sich abzeichnenden Anforderungen?

RI S K MA NAG E M E N T

SE RV I C E S

FI NA N C I A L SE RV I C E S

Rating-Scorecard

Entspricht Ihr internes Ratingsystem den sich

abzeichnenden Anforderungen?




