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Agenda SA.

A Background
A Scope of Regime
A Quantitative Requirements
I Reporting
I Individual Liquidity Guidance (ILG)
A Qualitative Requirements
I Supervisory Liquidity Review
I Individual Liquidity Adequacy Assessment (ILAA)
I Stress Tests
I Contingency Funding Plans (CFP)
A Resources



Policy considerations FSA.

Liquidity regulation must address moral hazard especially an
over reliance on central banks

Liquidity depends on confidence and reputation

Liquid assets alone are not sufficient

Legal entities matter




Self Sufficiency FSA_

A Baseline position: every firm must be self-sufficient for liquidity
purposes unless prior permission from us allows otherwise

A For UK branches, we expect the whole-firm to ensure that its UK
branch has adequate liquidity resources and the liquidity is under
the day-to-day control of the senior management of the UK branch

A There are circumstances where self sufficiency is not practical or
not appropriate and we have highlighted expected modifications of
the self sufficiency principle; Intra-Group and Whole-Firm
Modification



Ten Risk Drivers FSA

Wholesale Funding
Intra T group
Intra-day

Cross Currency
Retail Funding
Off-balance Sheet

Franchise Viability

Marketable Assets

Non-Marketable
Assets

Diversification



Scope of New Liquidity Reporting FSA.

In Scope

ALL FULL SCOPE BIPRU FIRMS
(UK OR OVERSEAS OWNED)

BANK BRANCHES IN UK OF
OVERSEAS FIRMS

Out of Scope

LIMITED LICENCE OR ACTIVITY
BIPRU FIRMS

SMALL BROKER T DEALERS
WITH NET ASSETS < £50M




Aggregated Reporting
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Quantitative Requirements



New Liquidity Returns FSA.
\ \

FSA 047 7 Daily Flows FSA 050 i Liquidity buffer
FSA 0481 Enhanced Mismatch FSA 054 i Currency Analysis

Report

FSA 0511 Funding Concentration FSA 0521 Pricing Data
FSA 053 i Retail and Corporate FSA 0551 Systems and Controls

Funding Questionnaire

This information enables FSA to assess banks and the market




Cash Flow Mismatches FSA.

FSA 047 FSA 048

Weekly / Monthly (T + 15)
Stress: Daily / Weekly (T+1)
Whole firm: Quarterly
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Liquid Assets / Currency Analysis  FSA.

FSA 050 FSA 054

Liquidity Buffer Currency Analysis

Monthly T + 15 Quarterly T + 15
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Funding Sources FSA.
FSA 051 FSA 053
Funding Concentration Retail and Corporate

Monthly T + 15 Quarterly T + 15
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Leading Indicators FSA.
FSA 052 FSA 055
Pricing Data S and C Questionnaire

Weekly (Tuesdays) Annual T + 15
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FSA 047 & 048
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individual Liquidity Guidance FSA.

A Expression of FSA Appetite
I Buffer Assets

I Prudent Funding Profile:
A 1 year structural ratio
A 2 week and 3 month limits

A Glide Path
I Further guidance Q1 2010
IFrnWe (will) not seek to 1t

before economic recovery
ATool:

I LRP 3.0.xls
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Aggregate Data from FSA Liquidity Risk Profile
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Qualitative Requirements



SYSC 11 vs. BIPRU 12.3 and 12.4

Nt

SYSC 11 BIPRU
Overarching systems and controls o] o
Governing body & senior management oversight o] o
Pricing liquidity risk C 0
Intra-day management of liquidity C o
Management of collateral C o
Management of liquidity across legal entities, business C o]
lines and currencies
Funding diversification & market access C 0
Stress testing o] o
Contingency fund planning o 0




Review Process Overview FSA.

Board

Sr. Management
Management

Operations

Front Office
Transaction



BIPRU 12.4 1 Regular Stress Testing FSA.

Quarterly? Monthly?

I e According to
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BIPRU 12.41 Appropriate Stress Testing FSA

Approve
Sl\/lultuO_le Scenarios
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assumptions

Appropriate

Understood
Assess Multi-

likelihood of
scenarios
occurring

dimensional

e According






