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LIQUIDITY RISK MANAGEMENT 
STATUS QUO 
MORS Software, a leading provider of integrated Treasury and ALM solutions for banks, conducted 
its 8th annual Liquidity Risk Management Survey in May, June and July 2018.

61 banks participated from across the UK, Continental Europe, Asia, Africa, the Middle-East and 
North America.

The following key findings emerged and are presented in greater detail in this Report.

KEY FINDINGS

The LCR has been heavily adopted also for internal steering and not only as a regulatory metric 

Data management and internal steering of liquidity are the most time-consuming tasks Some 

evidence of less improvement in banks’ abilities to measure liquidity risks

Still 30% of banks are not able to calculate LCR on a daily basis. This is surprisingly high given 

the regulatory requirement of daily reporting in stressed market conditions.

2



We have followed this development since the 
first survey back in 2011. It has been our desire 
to understand where market practitioners are 
putting effort in their liquidity risk management 
development. Also, it has been interesting to follow 
how regulatory requirements have affected the 
development targets during the surveyed years.

Along with the survey history, the role of real-time 
risk management capability as a concept has 
also changed. In MORS solutions the real-time 
capability has always been a core component. 
In the early days of the survey, real-time was 
felt to be more of a nice-to-have than a must-
have. In those days banks were still putting their 
development efforts into getting the new ratios 
implemented in the first place. 

In later years, the capability to monitor and 
forecast intra-day was accepted as a business 
driver. Still the concept of real-time was not the 
main issue. Although naturally it played a role in 
making monitoring and forecasting capabilities 
possible.

Currently the latest governance principles 
and regulations guide to perform monitoring, 
managing and reporting by using one data-
set and one mechanism. This has finally set in 
place the requirement for real-time monitoring. 
Nevertheless, it does not emphasise the real-time 
as such, rather the ability to do so is an essential 
component in intra-day risk monitoring.

This year, the survey indicates that there has been 
no improvement in the development of liquidity 
risk management since last year. Rather, more 
of a status quo has been reached between new 
developments and regulatory requirements. 
Banks meet the current disclosure requirements; 
however, the survey reveals that should a sudden 
crisis arise, banks are unable to increase the 
frequency of disclosure.

The current development status leaves us all 
awaiting the latest improvements to be able to 
run the full scope of liquidity risk management 
with all ratios, including monitoring, managing 
and reporting of those. When that is reached the 
industry would be in true status quo, also in more 
extreme market conditions.

We wish to sincerely thank all the participants 
in the 2018 survey. We are grateful for the 
continuing shared interest in following liquidity risk 
management development. We are delighted to 
share the survey results with you. 

Mika Mustakallio  
CEO, MORS Software

LIQUIDITY RISK MANAGEMENT  
STATUS QUO

THE LIQUIDITY RISK MANAGEMENT SURVEY FOLLOWS THE DEVELOPMENT OF 
LIQUIDITY RISK MANAGEMENT CAPABILITIES IN BANKS. THE RESULTS OF THIS 8TH 
ANNUAL LIQUIDITY RISK MANAGEMENT SURVEY WERE RECEIVED IN SUMMER 2018.
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SURVEY DEMOGRAPHICS

61 SENIOR AND MID-LEVEL EXECUTIVES IN 28 COUNTRIES RESPONDED TO THE 
2018 MORS SOFTWARE LIQUIDITY RISK MANAGEMENT SURVEY.

REGIONAL PARTICIPATION

PARTICIPANT'S PROFILE

 5% UK & Ireland

 31% Central Europe

 7% Southern Europe

 21% Nordic Countries

 18% Eastern Europe

 3% Asia

 3% Middle East 

 10% North America

 2% Africa

 13% Executive Management

 29% Treasury & ALM

 28% Risk Management

 20% Liquidity Management

 3% Compliance

 7% Consultancy
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RESULTS 
LIQUIDITY RISK MANAGEMENT SURVEY

SPONSORED BY MORS SOFTWARE – 2018
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RESULTS – LIQUIDITY RISK MANAGEMENT SURVEY

The two first questions in the survey were also 
included in previous year’s surveys. Over the 
past few years the survey has pointed to steady 
improvements in banks’ abilities to calculate 
the LCR and the NSFR on an increasingly 
frequent basis. The 2018 survey suggests 
though that the steady improvements seen 
over the past few years have come to a halt, at 
least temporarily. 

Viewed from a regulatory perspective, the 
current abilities of banks is not an issue for the 
NSFR. The current draft regulation requires 
banks to disclose the NSFR only on a quarterly 
basis. This year’s survey reveals that all of the 
respondents fulfil this requirement and indeed 
90% of respondents are able to calculate the 
NSFR on a monthly basis or more frequently. 
For the LCR, it is a different story. Current 
regulation stipulates that banks should be 

able to calculate the LCR on a daily basis in 
times of stress. Given this, it is somewhat 
surprising that 30%, or just under a third, can 
only calculate the LCR on a weekly or monthly 
basis. 

With regard to question 4, which surveys 
banks’ most used liquidity and funding risk 
metrics, the regulatory version of the LCR is 
the most popular one for Internal Steering. 
Given that the regulatory version of the LCR 
is the most popular one, it is all the more 
surprising that a significant proportion of 
banks are not able to calculate the LCR on an 
end-of-day basis, or more frequently. 

 5% Real-time

 2% Intra-day

 62% End-of-day

 9% Weekly

 21% Monthly

 1% Other

 2% Real-time

 1% Intra-day

 25% End-of-day

 8% Weekly

 54% Monthly

 9% Quarterly

 1% Other

How frequently are you able to calculate LCR?

How frequently are you able to calculate NSFR?

1

2
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3 Are you able to forecast the following ratios on an intra-day basis?

LCR

NSFR

Internal metrics

Rating agency metrics 

Other

 33% 64% 3%

 14% 80% 6%

 42% 49% 9%

 11% 65% 24%

 13% 52% 35%

Yes No Do not know 

This question surveys the banks intraday 
forecasting capabilities of liquidity metrics. This 
year’s survey suggests, in line with that of last year, 
that intraday forecasting capabilities are much 
stronger for internal metrics than for regulatory 
metrics. 42% of respondents state that they are 
able to forecast internal metrics in intraday while 
the corresponding figure for the LCR is 33%. For 
the NSFR and for rating agency metrics, 14% and 
11% respectively, state that they are able to forecast 
these in intraday. 

Somewhat surprisingly, this year’s survey suggests 
that forecasting capabilities of regulatory ratios 
in intraday have declined from last year. In this 

year’s survey, 33% of respondents state they are 
able to forecast the LCR in intraday and 14% state 
they can do the same for the NSFR. Last year 
the corresponding figures were 41% and 23% 
respectively. 

The forecasting abilities for internal metrics and 
rating agency metrics have also declined this year, 
although not as much as for the regulatory metrics. 
This year, 42% of respondents state they are able 
to forecast internal metrics in intraday and 11% 
state they are able to do the same for rating agency 
metrics. In last year’s survey, the corresponding 
percentages were 46% and 12% respectively.

A THIRD OF BANKS 
ARE ABLE TO

RATIOS ON AN INTRA-DAY BASIS

forecast
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RESULTS – LIQUIDITY RISK MANAGEMENT SURVEY

4 What type of liquidity and funding risk measures do you use for internal steering?

Regulatory version of LCR

Regulatory version of NSFR

Daily Liquidity Risk limits

Survival Horizon, Survival Days 
or similar metrics

Forecasting of LCR, or forecasting of your 
own internally modified version(s) of LCR

Liquid asset monetisation or similar 
stress scenarios

Loans to stable deposits or loans 
to deposits type of ratios

Forecasting of NSFR, or forecasting of your 
own internally modified version(s) of NSFR

Your own internally modified version(s) 
of LCR

Your own internally modified version(s) 
of NSFR

Other

 93% 6% 1%

 82% 15% 3%

 75% 24% 1%

 75% 24% 1%

 75% 22% 3%

 75% 19% 6%

 58% 38% 5% 

 49% 48% 3% 

 48% 51% 1%

 35% 62% 3% 

 13% 56% 31%

Yes No Do not know 

This question surveys which measures and metrics 
banks use for their internal steering. The survey 
suggests that the regulatory version of the LCR 
is also hugely important and popular for internal 
steering, as 93% of respondents state that they use 
it for internal steering. The NSFR is the second 
most selected metric, with 82% of respondents 
state that they use it for internal steering. 

The following four metrics are all used for internal 
steering by 75% of the respondents: Daily Liquidity 
Risk Limits, Survival Horizon, Forecasts of the LCR 
and Liquid asset monetisation type of metrics.

From the survey results, it is not far-fetched to 
draw the conclusion that the LCR really is a crucial 
metric, not only for regulatory reporting but also 
for internal steering. This is supported by the very 
high percentage (93%) of respondents stating that 
they use it for internal steering. It is also supported 
by three quarters using forecasts of the LCR, and 
nearly half, or 48% stating they use internal variants 
of the LCR, for internal steering.
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Data aggregation and data management

Internal steering of liquidity

Producing regulatory metrics (LCR, NSFR, AMM...)

Producing management reports

Funding planning

Behavioral analyses (history, trends, AI, etc.)

Intraday Liquidity Risk Management 
(Governance and reporting such as BCBS 248)

ILAAP or similar requirements

5

6

Can you measure the interaction of liquidity metrics with other risks such as IRR 
and credit risk?

Please rank from 1 to 9, which of the following tasks take most of your time, 
1 being the most time consuming. Lower scores mean more time used.

Top 3 
most time 

consuming 
tasks

The responses to this question reveals that 
roughly a quarter, or 26% of respondents are 
able to measure the interaction of liquidity 
metrics with other risks such as interest 
rate and credit risk. Roughly two thirds, or 
64%, stated that they are not able to measure 
the interaction. A fairly high proportion of 
respondents, (10%) seem unaware of whether 
they have the ability to measure the interaction 
of different types of risk.

This question was also included in last year’s 
survey and compared to last year, the results 
suggest that fewer banks have the ability to 
measure the interaction. In the 2017 survey, 
just over one-third stated that they had the 
ability to measure the interaction, compared to 
just over a quarter this year. 

This question surveys which tasks liquidity 
risk management professionals spend most 
time on. Of the 8 tasks listed in the survey, 
Data aggregation & data management, as 
well as Internal steering of liquidity are the 
tasks that the survey suggest are most time 
consuming. These two are closely followed by 
the generation of regulatory metrics, such as 
the LCR. 

Producing management reports, which can 
also be seen related to Internal steering, is 

seen as the fourth most time-consuming task. 
Funding planning and Behavioural analyses are 
seen as the 5th and 6th most time-consuming 
tasks. 

Perhaps somewhat surprisingly, but maybe a 
sign of the times, with many banks flush with 
liquidity, Intraday Liquidity Risk Management 
is only seen as the 8th most time-consuming 
task. ILAAP and similar assessments are seen 
as the least time-consuming tasks. 

Yes 26%

No 64%

Do not know 10%

4,1

4,6

4,8

5,0

5,4

4,1

4,2

4,4

{
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CONCLUSION 

A VAST MAJORITY:

USE THE REGULATORY VERSION 
OF LCR ALSO FOR INTERNAL 
STEERING

93%

THE 8TH ANNUAL LIQUIDITY RISK MANAGEMENT SURVEY 

The 2018 Liquidity Risk Management Survey concludes that the 
first level of status quo has been reached. Accordingly, the market 
participants could be congratulated for having achieved this balance 
between the required LCR and the survey result which finds that the 
LCR is also the most commonly used metric for internal steering.

However, this status leaves the daily level LCR disclosure capacity 
as an unreached target. At the same time, banks stated that data 
aggregation was the most time-consuming task faced in liquidity risk 
management. To attain this unreached target and to solve the most 
time-consuming task, one recommendation could be to put energy into 
the automation of data gathering.

As we continue to follow the development of liquidity risk management, 
and risk management development as a whole, the most interesting 
next step will be to study the interaction of risks. 

OF THE BANKS
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ABOUT MORS SOFTWARE
MORS SOFTWARE IS A LEADING PROVIDER OF INTEGRATED TREASURY AND  
ALM SOLUTIONS FOR BANKS

TOP 6  REASONS TO CHOOSE MORS TREASURY ALM SYSTEM

MORS LIQUIDITY RISK MANAGEMENT WITH RULE ENGINELIQUIDITY 
MANAGER

Understandable analytics 
improves profitability

Efficient data management 
cuts costs

Fixed price means  
no surprises

Pre configured and standardised 
solution saves time and money

Plug and Play eliminates  
project risks

Regulatory compliance

MORS Liquidity Manager 
is the liquidity risk 
management module of 
MORS. 

MORS integrates liquidity 
risk and interest rate risk 
management of financial 
institutions into one 
system.

MORS Liquidity Manager 
enables Treasury, Liquidity 
and Risk Managers to manage, 
monitor and analyse liquidity 
risk in real-time, and to stress-
test any external and internal 
liquidity metrics, such as:

NSFR, LCR  
(in several international and 
national variations)

Rating agency metrics  
(BLAST & SFR)

Internal metrics  
(Survival horizon, mismatch 
calendars etc.)

MORS Liquidity Manager 
aggregates transactions from 
existing core banking and 
trading solutions, offering a 
full and transparent picture of 
the current and future liquidity 
position for an entire bank.

MORS Software has been at the 
cutting edge of liquidity risk 
management solutions since 
1996.
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MORS Software 
Aleksanterinkatu 48 A
00100 Helsinki
Finland 
tel +358 9 6829 650 

sales@morssoftware.com
www.morssoftware.com

www.morssoftware.com

INTEGRATED TREASURY ALM FOR BANKS




