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Basel II

� Market risk
� Credit risk
� Operational risk

Minimum Capital 
Requirements

Supervisory Review Process

� Risk interest rate change
� Responsibility
� Double check methods against

BII requirements

Market Discipline

� Risk segments
� Capital structure
� Disclosure
� Transparency

Stipulating capital charges to motivate banks to improve their risk 
management and measurement capabilities 

Creating a supervision framework to encourage best risk practices 
and to ‘mop up’ other risks (e.g. strategic, reputational)

Requiring banks to disclose, in detail, capital structure, risk 
exposures and capital adequacy

Means 

Pillar I – Minimum Capital Requirements

Pillar II – Supervision

Pillar III – Market Discipline
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SA / FIRB
(Standardized Approach, Foundation Approach)

Basel II EU

Advanced Approaches
(IRB for Credit Risk, AMA for Operational Risk)
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(Committee of European Banking 
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� Integrated architecture for 

multi-dimensional views with
single point of truth

� Separation of concern 
(source, valuation, result, 
reporting/analytics)

� Safe and automated process 
for Information production

� One set of multi-purpose 
results for the entire bank

� Reconciliation by design
� Granularity is aligned, the 

finest data is kept
� Flexibility in implementation 

and for changing requirements
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Source Data Layer

Valuation Layer

Results Data Layer
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� Financial product focused

– Consistent data management
– Concurrent product valuation 
– Risk and management reporting
– Financial analytics

� Banking-specific solutions for
– Basel II / Risk Management
– Limit Management
– ALM
– Multi-GAAP Subledger
– Profit Management 
– Regulatory Reporting 

 , � � � � � � � , � � � � � � � , � � � � � � � , � � � � � � �
� Complete functionality of mySAP 

Financials
– New General Ledger
– Consolidation
– Planning
– Cost Management
– Profit Center Accounting

� Integration with other mySAP 
ERP functionality
– mySAP HCM (HR)
– mySAP SRM (Procurement)
– …

� � � � � � &- �
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rtc.ch
IT-Outsourcing & Banking Software
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� The first in-depth Gartner Basel 
II vendor comparison that 
positions SAP as a leading 
vendor

� Gartner is a Tier 1 analyst firm 
with the largest influence on 
banking IT spend

� SAP is considered a leader in 
the global Basel II market by 
Gartner. 

� There has been a large shift 
from our position as a 
challenger in the 2005 Basel II 
Magic Quadrant to a leader in 
the 2006 Quadrant. 
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� User-friendly reporting
layer for disclosure and 
internal reporting

� Granular result data for 
reporting, auditability, and 
reconciliation

� Historical data for validation 
of credit risk parameters

� Comprehensive RWA 
calculation for all products, 
asset classes, and 
calculation approaches

� Preconfigured and flexible 
Basel II data model

� �&� &( �� �� � � � * %( ! �� � �%� ! � � &

Results Data Layer
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Source Data Layer
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PD

LGD

Historical
Data

CCF

COREPDisclosure
Internal 
Reporting

Collateral
Distribution

…RWA
Expected 

Loss
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� Flexible data modeling: 
financial product innovation

� Flexible calculation process: 
regulatory and bank-specific 
business rule definition

� Flexible structures of 
Historical Data: support of 
bank-specific internal risk 
models

� Flexible Result Data Layer 
and Reporting on any bank-
specific information and ad-
hoc reporting
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Results Data Layer

� � � � � ! �&$�� &* �� &� �, ! �( �

Source Data Layer

� � * � � ��&$

PD

LGD

Historical
Data

CCF

COREPDisclosure
Internal 
Reporting

Collateral
Distribution

…RWA
Expected 

Loss



� SAP AG 2007, Basel II for Banking package / Rui Braga / 12

� � � � � � � � � � � � 6�� � � ! 8�&8( �� � � � � %&( ! � � &� � � ! ,

Main Run

Regulatory
Capital

Calculation

Risk
Parameters

Exposure
at Default

Calculation
Netting

Pre-
Processing

Pre-Runs
Account Pooling

Determination
of free line

Retail
pre-processing
Determination

of default
Risk weight

pre-processing
ABS

pre-processing
Purchased Rec.
pre-processing

� The SAP credit risk calculation is Basel II compliant

� All asset and collateral classes, all portfolios (sovereign, 
bank, corporate, retail, etc.) and all approaches are 
covered

� Eligibility checks for all collaterals and guarantees

� Optimization algorithm for collateral distribution (Simplex 
Algorithm)

� Results of the calculation process are exposure at default, 
risk weighted assets, expected losses and regulatory 
capital



� SAP AG 2007, Basel II for Banking package / Rui Braga / 13

� � � � � � � � � � � � 6�
 � � &&� � � � � � � � � � * 8� � � ! , � � � � * %( ! �

� Calibration of models with 
third-party statistics tool 

� Scoring and rating with 
inhouse-developed tool

� Market Risk Engine: Third-
party market risk engine using 
SAP source data

� Logical Data Model: Physical 
representation in SAP

� Data Warehouse as the central 
feeder system
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Additional Services of SAP Basel II

� Versioning ensures availability of data
and results by system - and business 
date

� Correction server allows to maintain
corrections and assess impact

� Plausibility checks for data delivery 
and during the calculation process

Why are these services important?

� Enhanced information quality

� Improved transparency of 
information and processes

� Meets audit requirements
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� A pre defined Calculation engine for the most common 
financial instruments 

� A pre defined set of reports to be Basel II compliant

� A high performance technical environment

� A safe approach with well known timing and expected 
results
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� Consistent Data Model for Basel II

� Ready-to-use product templates for 30 

banking products Data provision for Basel II 

RWA calculation process 

Data Modelling

Basel II RWA Calculation � RWA calculation for core products 

� RWA calculation for all asset and collateral 

classes

� RWA calculation for Standardized approach

� Optimization algorithm for collateral 

distribution

� ( � � � � � � � � � � � � � � � � � � � � � � ( - � $ � � ' 9 :2
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� Central data store for information related to 

default data, optimized for time-series 

evaluations

� Open and flexible infrastructure for 

integrating all kind of customer-specific 

models (e.g. LGD model)

Risk Reporting � Basel II Disclosure & Reporting according to 

the final Capital Accord

� COREP – Reports regarding the capital 

requirements related to Credit-, Market- and 

Operational Risk

Historisation Framework
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� End user training

� Realization of Basel II credit risk 
RWA calculation for all products 
including securitization

� Realization of Basel II credit risk 
RWA calculation for all approaches 
including foundation and advanced 
IRB approaches

� Realization of a stress testing 
environment including reporting

� Realization of an extensive 
historisation framework including 
calibration / validation of internal 
models

� Change management

� Post implementation support

� Project management

� Requirements workshop

� Business blueprint templates

� Data mapping workshop 

� Realization of customer specific data 
modeling for core products and 
collaterals (see next page)

� Realization of Basel II credit risk 
RWA calculation for core products 
and collaterals through the 
standardized approach

� Realization of the standard Basel II 
and COREP reports

� Project team training

� End user documentation
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� � � � �0� ! � � &
� Implementation of data model, RWA 

calculation and reporting
� System Management
� Unit test support 

� %� �&� � � �� �%� � � �&!
� Business blueprint for calculation 
� Data mapping design
� Design for reporting

� � � ;� ( ! � � � � � � � � ! � � &
� Project Preparation and Planning
� Kick-Off and Scope Alignment
� Set up IT Landscape/Installation
� Project core team training

� � � ;� ( ! � � � &� $ �  � &! :< %� �� ! , � � � � %� � &( �

� �&� �� � � � � � � � ! � � &
� Final Integration Test
� Quality assurance 

and sign off
� Documentation
� Go Live Check

� � �/ �) � �= �� %� � � � !
1� � ! � � &� �5

� Business support
� Technical support
� Sign-Off & 

Project End

� � ! �  � ! � * � �  � � �  � &! � ! � � &�
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Conceptual
(concept definition, approach selection,…)

Organizational
(sponsorship, planning, …)

Technical
(source systems, available data,...)

Implementation
(set of resources and 
skills,…)



� SAP AG 2007, Basel II for Banking package / Rui Braga / 24

� � &� $ �  � &! � � %  � � , �

� � &� � � ! � � � � � � � � � � &� �, ! �( � � �
� � &- �&$

� �  � � � ) � * � �&� � �  � ! � � &�@%� ��! ,

� � � � ! 8�&8( �� � � � � &� �, ! �( �

� � � * %( � * � � � ( � &( �� � � ! � � &�� � � � � ! �

� / � # �� � � �  � &! � ! � � &�� � � -

� � � %&* �� &* �� ! � " � � � � � ! &� �



� SAP AG 2007, Basel II for Banking package / Rui Braga / 25

� � � � � # �&$�� ! � � � + A

� Value assessment can be offered by business consulting 
Our consulting services, with it ´s in depth Banking knowledge can 
help you in building your business case and measure your project
planned ROI 

� Demonstration & Workshops
Live demonstration of our solution and specific workshops can be
organized with your internal experts

� Onsite visit
Our Banking reference customers are organizing reference visits to 
help you understand how our product offering has provided value in 
their organization

� Reference call
If you have no time to visit, we can organize a Telco with the reference 
customer of your choice
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Rui Braga
Senior Consultant
Global Line of Business Banking

M +351 93 99 88 046
E rui.braga@sap.com
www.sap.com
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No part of this publication may be reproduced or transmitted in any form or for any purpose without the express permission of SAP AG. The information contained herein may be 
changed without prior notice.

Some software products marketed by SAP AG and its distributors contain proprietary software components of other software vendors.

Microsoft, Windows, Excel, Outlook, and PowerPoint are registered trademarks of Microsoft Corporation. 

IBM, DB2, DB2 Universal Database, OS/2, Parallel Sysplex, MVS/ESA, AIX, S/390, AS/400, OS/390, OS/400, iSeries, pSeries, xSeries, zSeries, System i, System i5, System p, 
System p5, System x, System z, System z9, z/OS, AFP, Intelligent Miner, WebSphere, Netfinity, Tivoli, Informix, i5/OS, POWER, POWER5, POWER5+, OpenPower and PowerPC are 
trademarks or registered trademarks of IBM Corporation. 

Adobe, the Adobe logo, Acrobat, PostScript, and Reader are either trademarks or registered trademarks of Adobe Systems Incorporated in the United States and/or other countries.

Oracle is a registered trademark of Oracle Corporation.

UNIX, X/Open, OSF/1, and Motif are registered trademarks of the Open Group.

Citrix, ICA, Program Neighborhood, MetaFrame, WinFrame, VideoFrame, and MultiWin are trademarks or registered trademarks of Citrix Systems, Inc.

HTML, XML, XHTML and W3C are trademarks or registered trademarks of W3C®, World Wide Web Consortium, Massachusetts Institute of Technology. 

Java is a registered trademark of Sun Microsystems, Inc.

JavaScript is a registered trademark of Sun Microsystems, Inc., used under license for technology invented and implemented by Netscape. 

MaxDB is a trademark of MySQL AB, Sweden.

SAP, R/3, mySAP, mySAP.com, xApps, xApp, SAP NetWeaver, Duet, PartnerEdge, and other SAP products and services mentioned herein as well as their respective logos are 
trademarks or registered trademarks of SAP AG in Germany and in several other countries all over the world. All other product and service names mentioned are the trademarks of 
their respective companies. Data contained in this document serves informational purposes only. National product specifications may vary.

The information in this document is proprietary to SAP. No part of this document may be reproduced, copied, or transmitted in any form or for any purpose without the express prior 
written permission of SAP AG.

This document is a preliminary version and not subject to your license agreement or any other agreement with SAP. This document contains only intended strategies, developments, 
and functionalities of the SAP® product and is not intended to be binding upon SAP to any particular course of business, product strategy, and/or development. Please note that this 
document is subject to change and may be changed by SAP at any time without notice.

SAP assumes no responsibility for errors or omissions in this document. SAP does not warrant the accuracy or completeness of the information, text, graphics, links, or other items 
contained within this material. This document is provided without a warranty of any kind, either express or implied, including but not limited to the implied warranties of merchantability, 
fitness for a particular purpose, or non-infringement.

SAP shall have no liability for damages of any kind including without limitation direct, special, indirect, or consequential damages that may result from the use of these materials. This 
limitation shall not apply in cases of intent or gross negligence.

The statutory liability for personal injury and defective products is not affected. SAP has no control over the information that you may access through the use of hot links contained in 
these materials and does not endorse your use of third-party Web pages nor provide any warranty whatsoever relating to third-party Web pages.


