
LIQUIDITY MANAGEMENT PRACTICES 
A TREND ANALYSIS AND STATUS

Including conclusions drawn from the last five 
Annual Liquidity Risk Management Surveys

LIQUIDITY  
MANAGEMENT 
WHITEPAPER



LIQUIDITY  
MANAGEMENT 
WHITEPAPER

The wheels of regulatory change 
have continued to turn, forcing 
financial institutions (FIs) (Banks) 
to continuously overhaul and 
improve their liquidity management 
practises. 

Today, regulatory requirements are, however, just 
one dimension, albeit for many FIs perhaps the 
most demanding and cumbersome requirement 
to fulfil, as prescribed by the ever-evolving 
regulatory framework. Equally important for many 
FIs lately has been fulfilling the requirements and 
metrics demanded by rating agencies and debt 
investors alike. At the same time the internal risk 
management requirements have progressed, as 
different FIs have adapted their practices to reflect 
how they internally perceive, manage and monitor 
their liquidity risk exposure.

Many different stakeholders have contributed, over 
recent years, in shaping the requirements that FIs 
are today facing within their liquidity management 

process. MORS Software has 
conducted its Annual Liquidity 

Risk Management Survey, providing 
quantitative evidence to support the 

conclusions drawn in this whitepaper.

To a large extent, we have also relied on our 
constant and deep interaction with numerous FIs 
of varying sizes, statures and origins.

This paper is written with the intent of highlighting 
some of the more interesting and rapidly changing 
aspects of the subject that we wanted to discuss 
in some detail. The paper also contains elements 
of an expose into how and why MORS Software 
has chosen to develop its liquidity management 
solution in a certain direction. MORS Software has 
been at the cutting edge of developing liquidity 
management solutions for financial institutions 
globally, since the inception of the company. During 
this time, we have seen unprecedented change of 
many kinds after the global financial crisis.

A TREND ANALYSIS AND THE STATUS  
OF LIQUIDITY MANAGEMENT PRACTICES 

INCLUDING CONCLUSIONS DRAWN FROM THE LAST FIVE 
ANNUAL LIQUIDITY RISK MANAGEMENT SURVEYS

THE RECENT EVOLUTION OF LIQUIDITY MANAGEMENT – WHERE DID WE COME FROM 
AND WHERE DO WE THINK WE ARE GOING TO?

THIS PAPER IS WRITTEN WITH THE INTENT OF HIGHLIGHTING SOME OF THE INTERESTING 
AND RAPIDLY CHANGING ASPECTS OF LIQUIDITY MANAGEMENT.

 2



LIQUIDITY  
MANAGEMENT 
WHITEPAPER

When the Basel Committee of Banking 
Supervision (BCBS) issued their consultative 
document International framework for liquidity risk 
measurement, standards and monitoring (BCBS 165) 
in December 2009*, it constituted a change for FIs 
and vendors alike. For FIs it moved the pendulum 
from a qualitative principles-based regulation 
towards reported backward-looking quantitative 
metrics. In the beginning it was intended that 
reporting should be monthly, although banks were 
expected to have the capacity to increase this 
frequency. The time lag, which the final data was 
based on, should not exceed two weeks. For many 
FIs producing these numbers initially, even once 
a month, based on “old” data was an enormous 
challenge that likely shifted the focus from 
implementing some of the qualitative standards 
towards managing this data-gathering exercise.

For us at MORS Software, the initial consultation 
paper was the impetus to re-design our liquidity 
management module. Real-time capacity has 
always been a key feature for us, so this was 
naturally a key priority. Furthermore, we said 
that we must have the ability to report the 
required data, i.e. the reporting template must 
be incorporated. Simulation and stress-testing of 
Liquidity Coverage Ratio (LCR), Net Stable Funding 
Ratio (NSFR) and similar metrics, was also on our 
list. During these early days, we had numerous 
discussions with current and prospective MORS 
users. During these conversations one of the 
more intriguing questions on the table was “how 
do you manage a metric like this in practice?” So 
very early on we included forecasting as a core 
functionality, as we realised that, without the ability 
to forecast this metric, we would only be reporting 
a historical number which can be quite volatile at 
times for different institutions.

Fast-forward to late 2010, we were talking about 
real-time monitoring and management of LCR, 
with forecasting of the metric. There was naturally 
a lot of interest in hearing and learning more 
about what we did and how. Naturally, there was 
some very understandable scepticism especially 
with regard to the actual possibility of doing this 
in real-time for a large institution. After all, what 
does real-time mean and does it imply that the 
whole balance sheet is calculated and reported 
in real-time? In these early days, we were 
early proponents of a perspective grounded on 
pragmatism and practicality. Simply stated, where 
is the material movement or volatility and what 
are the risk drivers of your liquidity position? Our 
suggestion back then was to interface directly into 
Front-office, database and core banking solutions 
to extract the transactional data for the particular 
risk drivers that are the main cause of volatility. 

This naturally implies that if there are balance 
sheet items and business operations that cause 
volatility, usually related to wholesale related 
businesses, there are also items with less volatility. 
What do we then do with the non-volatile items? In 
those early days we advocated an approach where 
these more static items would be reported based 
on an end-of-day, week etc. depending on the 
data availability. In essence, we recommended the 
usage of different data at different frequencies, or 
speeds, as later expressed by BCBS239 (Section 4 
of this whitepaper).

If there was a pre-dominant focus in those early 
days on mere reporting and less on real-time, 
forecasting and optimisation, this has begun to 
change. The change in trend may be partially 
attributable to the fact that, as reporting solutions 
are finally in place, managing and monitoring the 
liquidity position and the metrics have increased in 
importance. Hence the increasing focus on real-
time, forecasting ability and optimisation.

1. IN THE BEGINNING THERE WAS REPORTING

* The final version of the document was published in December 2010. http://www.bis.org/publ/bcbs188.htm
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Analysing the results extracted from the Annual Liquidity Risk Management Surveys, the following 
observations have emerged over time, ever since the first survey was done back in 2011.

Firstly, approximately 70% of banks have, since 2011, indicated that intra-day monitoring and management 
of liquidity risk is a priority and that they have the ability to do this in some shape or form. The percentage 
has been relatively consistent over the years, having slightly increased from approximately 65% in 2011 
(Picture 1) to 73% in the 2015 survey.

Secondly, cost reduction and business benefits associated with the efficient use of liquidity, or optimisation 
of liquidity resources has been another key theme over the years. In the survey conducted in 2013 (Picture 
2), this particular concern even overshadowed regulatory compliance in terms of importance.

2. HOW HAVE THE DRIVERS AND AMBITIONS
FOR LIQUIDITY MANAGEMENT PRACTICES
EVOLVED OVER TIME?

PLEASE RANK THE IMPORTANCE OF THE FOLLOWING BENEFITS OF MANAGING AND 
MONITORING LIQUIDITY RISK IN INTRA-DAY. 1 LEAST IMPORTANT TO 5 MOST IMPORTANT.

Efficient use of liquidity and  
reduction of associated costs

Improved internal steering

Intra-day is a necessity,  
not an option

Competitive advantage

Supervisory approval and 
BASEL III compliance

Other

1 2 3 4 5 Do not know

 
 12.2% 3.7% 11.0% 24.4% 45.1% 3.7%

 4.9% 14.6% 30.5% 31.7% 12.2% 6.1%

 9.8% 9.8% 23.2% 19.5% 34.2% 3.7%

 11.1% 27.2% 27.2% 21.0% 9.9% 3.7%

 3.7% 9.8% 20.7% 30.5% 29.3% 6.1%

1.2% 1.2% 1.2%

DOES YOUR ORGANIZATION MONITOR 
LIQUIDITY RISK INTRA-DAY?

 64.8% Yes

 35.2% No

Picture 1 (from Liquidity Risk Management Survey 2011, Question 1)

Picture 2 (from Liquidity Risk Management Survey 2013, Question 6) 
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Thirdly, in the survey conducted in 2014, we asked banks, whether they had the ability to perform stress 
tests in real-time and intra-day. 73% stated that they lacked the capability (Picture 3). We also asked banks 
to respond whether they had the ability to perform intra-day forecasts for different liquidity metrics. The 
majority of the banks participating did not have the means in place to do the forecasting (Picture 4).

14,8% Yes

72,8% No

 12,4% Do not know

Is your institution able to measure and monitor the respective 
stress tests in real-time and intra-day?

29,6% Yes

59,3% No

 11,1% Do not know

50,0% Yes

35,7% No

14,3% Do not know

 3,8% Yes

65,4% No

 30,8% Do not know

If yes in 6, are you able to produce intra-day forecasts for the following ratios? 

Regulatory metrics

Internal metrics

Rating agency metrics

Lastly a few conclusions that we made after having scrutinised the key findings of the 2015 survey. As 
mentioned, 73% of the banks that participated in this year’s survey indicated that they do monitor liquidity 
risk intra-day (Picture 5). This finding is very consistent with the percentages since 2011, and has, if 
anything, trended just slightly higher. 

We also asked whether banks have the ability to produce intra-day forecasts for different sets of metrics. 
Again, the results were very consistent with the findings from earlier years, as the majority of banks lack 
this ability (Picture 6).

Picture 3 (from Liquidity Risk Management Survey 2014, Question 6)

Picture 4 (from Liquidity Risk Management Survey 2014, Question 7)
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So, to recapitulate on the themes and conclusions drawn from the annual survey data, a few clear findings 
emerge:

 » Banks have, and have had for quite some time, the ability to monitor liquidity risk in intra-day, although it
would seem that this capability is primarily in place for internal metrics and limits.

 » Optimisation of liquidity and the related cost reduction has been a driving factor since the early years. If
we look at the findings for 2015, it would seem that this is less of an issue currently. This could, of course,
also be attributable to the fact that the cost of harbouring excess liquidity may have diminished for quite a
few banks since the early days of 2011 as funding spreads have compressed substantially.

 » When it comes to stress-testing ability and forecasting of regulatory and rating agency metrics alike, the
findings have consistently indicated that the majority of banks lack the capacity to do this in real-time and
intra-day.

21,4% Yes

71,9% No

 6,7% Do not know

52,8% Yes

39,3% No

7,9%  Do not know

 6,7% Yes

63,0% No

 30,3% Do not know

Are you able to produce intra-day forecasts for the following ratios? 

Regulatory metrics (eg. LCR, NSFR…)

Internal metrics (eg. Liquidity risk reports…)

Rating agency metrics (eg. BLAST, SFR…)

Picture 6 (from Liquidity Risk Management Survey 2015, Question 4)

73,0% Yes

 23,6% No

 3,4% Do not know

Does your organisation monitor liquidity risk intra-day?

Picture 5 (from Liquidity Risk Management Survey 2015, Question 1)
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Going back a few years, the focus was intensely on 
the regulatory pillar 1 metrics and specifically on 
LCR. As some jurisdictions decided to “gold-plate” 
their liquidity regime, such as the UK with their 
specific regulation and Sweden with their early 
adoption of a “Swedish LCR” in 2013, this meant 
that some FIs were better prepared early on for 
what was about to follow.

Interestingly enough, we also noted that, 
irrespectively of the transitional implementation 
applied by European Banking Authority (EBA) and 
Basel Committee for Banking Supervision (BCBS) 
for LCR, an increasing amount of FIs reported 
figures well in excess of 100%. Furthermore 
many banks noted that nothing other than “full 
compliance” was really an option for them, as other 
stakeholders, such as rating agencies and debt 
investors, expected them to deliver in full on LCR. 
In other words, the market moved to > 100% LCR-
compliance well ahead of the regulatory time-table. 
This naturally increased the cost of complying with 
LCR, hence the focus on optimisation. 

Regulatory compliance comes in a lot of different 
shapes and forms. As noted, many domestic 
Financial Supervisory Authorities (FSAs) have their 
designated liquidity regime in place, which means 
that a Europe domiciled bank may have to deal 
with both the EBA requirements and those of their 
domestic FSA.

This may not have been the original intention of 
the regulatory community, but it has nevertheless 
become reality, especially for cross-border banks. 
There is a growing concern that, especially in a 
crisis, local FSAs will subject banks to ring-fencing 
of liquidity which, in essence, means complying 
with different regulations and not having the 
ability to freely transfer liquidity within the group 
structure of the bank in question.

Then there is the Supervisory Review and Evaluation 
Process (SREP) framework by EBA with its 
associated Internal Liquidity Adequacy Assessment 
Process (ILAAP), which may prove to be a challenge 
for some. The SREP score set in the ILAAP for 
liquidity and funding related risks will form the 
basis for the assessments made by the resolution 
authorities under The EU Bank Recovery and 
Resolution Directive (BRRD). It will also impact the 
Minimum Requirement for own funds and Eligible 
Liabilities (MREL) through the so-called SREP 
adjustment. The SREP score will also likely be the 
basis for risk-adjusted contributions under the 
new Deposit Guarantee Schemes Directive (DGSD). 
Thus, there are plenty of very good reasons to 
achieve a good SREP score, which again requires 
that banks have top-notch governance and liquidity 
management procedures in place.

3. WHAT ARE THE LIQUIDITY CONSTRAINTS
AND WHICH METRICS ARE IN FOCUS?

Picture 7 (MORS Software 2015)
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In some cases, the rating agency liquidity metrics 
have become almost equally important for some 
banks to measure, forecast and stress test. For 
example the Standard & Poor’s metrics like Broad 
Liquid Assets to Short-term wholesale Funding 
(BLAST) and Stable Funding Ratio (SFR) are there 
in some ways to mimic LCR and NSFR, but these 
metrics may, for different reasons, be more of a 
constraint for some banks than their regulatory 
namesakes, as retaining a rating may be perceived 
as a necessity.

As found in the survey data, banks also monitor 
various internal liquidity metrics. Much emphasis 
and weight is given to these, which is very logical, 
as individual banks have developed metrics that 
should capture the perceived liquidity risk for their 
particular institution. As regulatory and rating 
agency metrics have an in-built “one size fits 
all” feature, banks’ internal metrics may capture 
the idiosyncratic risk better, as these will reflect 
their particular operating model, market position, 
balance sheet, etc.

So which metric to follow? 
Well “it depends”, one might say, as different 
metrics set by different stakeholders might be 
more or less constraining factors. So maybe we 
need to focus on the constraints.
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LCR, with all its variations, NSFR and the rating 
agency models share similarities, of which one 
is that there are very particular balance sheet 
items that will drive the volatility of the respective 
metrics. Thus, the management of these metrics 
and constraints is very much about the ability to 
analyse and understand the underlying risk drivers. 

The risk drivers come in different shapes and 
forms. We may experience increased cash outflows 
emanating from sources such as different kinds 
of “Pipeline exposures” (e.g. credit facilities, 
liquidity facilities and other lending commitments). 
Interbank and other wholesale deposits are 
another potential source as is short-term 
wholesale funding, just to name a few. These items 
may cause increased volatility via their impact on 
cash outflows.

We may also experience volatility that more 
directly affects our High Quality Liquid Assets 
(HQLA) or liquidity buffer. One source is the 
different kind of collateral requirements that 
may be linked to derivatives, payments, over-
collateralisation etc. For certain metrics, such 
as LCR, the different caps may be another likely 
source.

Lastly, there may be a fair share of inter-
connectedness among different institutions 
where certain products and business areas 
may affect both cash outflows and HQLA. 
Secured funding transactions (SFTs), mainly 
repos and market making of such transactions, 
may cause substantial volatility in certain 
metrics. In particular, NSFR penalises SFTs 
heavily. Institutions may also experience inter-
connectedness between metrics. As an example, 
wholesale funding transactions that are structured 
to improve LCR, may be caught by NSFR.

The above is not intended as an exhaustive 
list of potential causes of volatility, but rather 
is to be seen as typical items that may lead to 
material movement in different liquidity metrics. 
Furthermore, the listed items share some common 
features that are really at the heart of the issue. 
They could be described as wholesale or large 
ticket items. To a large extent, these items (or the 
underlying derivatives exposures), will be booked 
and managed in different types of Front-office 
systems, with a frequency that may be close to 
real-time.

Herein lays a clue. Transactional data is usually 
available in real-time for parts of the balance 
sheet. So, theoretically, the data that may cause 
a lot of the material movement in our different 
metrics, and in real-time, is there in some form of 
a front-office system! This begs the question “Can 
we do something sensible with it?” given that, in 
most cases, it only represents part of the truth. 
Because, within the realm of retail banking and 
many so-called banking book items in general, the 
opposite is equally true, data may be available as 
end-of-day, end-of-week or something similar. 

If this is the case, how should we proceed? One 
problem may be that virtually all reporting has 
been built around the notion of audited numbers 
– data may thus be aggregated at a speed/interval
that allows the firm to fulfil the notion of audited
numbers. This may not however necessarily be the
right approach for what is stipulated for liquidity
management purposes. At times of substantial
volatility, the market and book values of an item in
the liquidity buffer may differ quite substantially.
Article 418 in Capital Requirements Regulation
(CRR) states that the value of a liquid asset shall
be its market value. This is where the concept of
“Different data at different speeds” comes in.

4. ANALYSING AND UNDERSTANDING THE RISK
DRIVERS AND MATERIAL MOVEMENT,
WHAT ARE THE CAUSES OF VOLATILITY?
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BCBS published their Principles of Effective Data 
Aggregation and Risk Reporting (BCBS239) on 
9 January 2013. One very interesting concept 
brought forth in this paper was the aforementioned 
“Different data at different speeds”. Essentially, 
the Basel committee concluded that, in some 
instances, it is warranted to proceed in a manner 
where different data will be aggregated at different 
speeds, as it will give a better perception of the risk 
at hand. This may well be the only practical way 
forward to enable firms to capture the material 
movement in real-time.

This approach paves the way for a proposition, 
where we can:

 » Have access to real-time data for many items
that are causing volatility

 » Drill-down or drill-through the data and analyse
the causes of volatility at a granular level

 » Forecast the key constraints and metrics at a
much more granular and accurate level

 » Furthermore, get a proper understanding of
the relevant risk drivers that will enable us
to calibrate our FTP-model in a way which is
consistent with the risk exposure at hand.

To conclude this section, we believe that, in 
order to analyse the risk drivers and gain a better 
understanding of the dynamics e.g. how these 
drivers impact the balance sheet and different 
constraints, we need to embrace the following:

 »  Real-time – material movement needs to be
monitored continuously

 » Different data at different speeds – this is what
leads to real-time for the things that matter

 » Drill-down and drill-through – solutions must be
built in a way that enable us to drill-down in the
data

 » Forecasting – is a necessity and not a nice-to-
have.
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Is it possible in today’s world to manage liquidity 
in a separate silo, as has historically been the case 
at many institutions? “It depends” is perhaps the 
correct answer. If liquidity is the “only” constraint, 
then this may be a sufficient approach, but if 
there are multiple constraints, then this may be a 
perilous way forward.

The dilemma can be exemplified in a way where 
constraints placed on FIs are viewed as different 
dimensions. If we choose to view it like this we 
might end up with something akin to:

 » Regulatory pillar 1 view – LCR, NSFR, Capital
ratios, Market risk, MREL & TLAC, etc.

 » Investor & Rating Agency view – They are
concerned with all of the above, but on
top of that, they are concerned with Asset
encumbrance, Loan/Deposit gap, Liquidity ratios
(BLAST & SFR), Capital & Earnings, etc.

 » Regulatory pillar 2 view – There is the SREP
Framework with Internal Capital & Liquidity
Adequacy Assessment Processes (ICAAP & ILAAP)
and the possibility that local FSAs may require
“Multiple points of entry” e.g. imposing local
rules within their jurisdiction. As an example, a

large cross-border bank might have to abide by a 
number of different liquidity regimes.

 » Internal view – Internal metrics for different risk
surfaces and earnings often measured as Net
Interest Income

Inter-connectedness may in some cases play 
out in ways where the best of intentions lead to 
incompatible results. One example of this is the 
ongoing debate on the very nature of deposits, 
namely Non Maturing Deposits (NMDs), as they 
are “gold-plated” in the regulatory and rating 
agency treatment. This may have altered the 
characteristics of these very deposits, potentially 
making them less stable. There is some anecdotal 
evidence that some parts of the deposit market 
may have become more price-sensitive, partially 
as a result of this. Thus the “Internal” liquidity risk 
view may differ with the regulatory view.

Managing all the constraints separately is of 
course possible but, as there are conflicting 
elements built into the very nature of these 
metrics, compliance might come at an 
unmanageable cost. Given the complexity involved, 
we are sceptical that it would be possible to do this 

5. INTER-CONNECTEDNESS AND
MULTI-DIMENSIONAL OPTIMISATION

OPTIMISATION & 
STEERING

REGULATORY PILLAR 1 VIEW
BRRD – TLAC & MREL
MARKET RISK, CSRB, IRRBB & 
COUNTERPARTY RISK
LIQUIDITY & LCR
FUNDING & NSFR
CAPITAL & RWA
LEVERAGE RATIO

INTERNAL REQUIREMENTS
“MARKET RISK”
SURVIVAL HORIZON
LIQUIDITY RISK
FUNDING RISK
PROFITABILITY P/L, NII & NIM
CAPITAL, RWA & LOSS RISK

INVESTOR & RATING AGENCY
ASSET ENCUMBRANCE
LIQUIDITY & BLAST
FUNDING & SFR
LOAN/DEPOSIT
CAPITAL & EARNINGS
BUSINESS POSITION

REGULATORY PILLAR 2 VIEW
BUSINESS MODEL ANALYSIS
INTERNAL GOVERNANCE
ASSESSMENT
ILAAP & LIQUIDITY
ICAAP & FUNDING
ICAAP & CAPITAL
SREP FRAMEWORK

Picture 8 (Multi-dimensional optimisation, MORS Software 2015)
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and retain a sufficient level of earnings, given the 
often mutually incompatible goals that different 
constraints steer us towards.

If we place all of these dimensions on top of each 
other, we might end up with something like on 
Picture 8. 

The challenge of managing the sheer complexity 
and the often incompatible goals is something we 
discussed in the article “The Big Picture”. 

We have noticed a clear trend emerging, with an 
increasing number of firms responding to this new 
challenge by organising themselves in a manner 
that will allow them to monitor and manage their 
liquidity exposure independently as well as a part 
of a holistic “Big Picture” where they are faced with 
the challenge of managing incompatible goals that 
have to be managed through multi-dimensional 
optimisation.

Managing this increasingly complex reality 
is a very challenging proposition for different 
reasons, one being that the inherent differences 
between local regulation, banking models and 
markets, customer behaviour and balance sheet 
composition of different institutions means that the 
constraints can be quite different in both different 
jurisdictions and among different institutions. 
Hence institutions must identify the particular 
metrics that are the very key constraints for their 
particular institution. 
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Unfortunately the problem does not stop with 
some of the aforementioned regulatory challenges. 
There are a few other things on the horizon that 
will impact liquidity management practices going 
forward and which may place severe stress on 
those institutions that are left trailing. In this part 
we will briefly examine some of the challenges 
intertwined with the SREP Framework, BRRD, 
DGSD and BCBS239.

Within the context of the SREP framework, 
banks, as part of their ILAAP, should have the 
ability to forecast the relevant liquidity metrics 
but, as indicated in the survey results, this is still 
a work in progress for many banks. The SREP 
framework is built around components that are 
scored individually and holistically. For liquidity and 
funding related risks scores are assigned directly 
for:

 » Individual risk to liquidity and funding

 » Liquidity adequacy

Scores are assigned from 1 (strong) to 4 (weak), 
and F (Failed). There are numerous good reasons 
why firms should try and obtain scores that are as 
good as possible. We will name a few in particular.

There is a firm link between the SREP and BRRD, 
as part of the former EBA guidelines on triggers 
for the use of Early Intervention Measures. These 
were published on 8 May 2015 and are to be 
applied from 1 January 2016. The triggers provide 
“Competent authorities” guidance on when early 
intervention measures should be considered. 
There are no quantitative thresholds as such, but 
guidance is based on the SREP outcomes.

An overall score of 4 will imply that authorities 
should consider applying measures without delay. 
Alternatively, an overall score of 3 and 4, for the 
following SREP elements (Internal Governance and 
Controls, Business model and Strategy, Capital 
and Liquidity) would imply that early intervention 
should be considered.

The powers assigned to the resolution authorities 
are almost “infinite”. When an institution 
infringes, or is likely to infringe prudential 
requirements, such as Capital, Liquidity and 

Leverage rules, the Early Intervention Measures 
provide the resolution authority certain powers:

1. Force the institution to implement parts of the
recovery plan

2. Require changes to the business strategy

3. Require changes to the legal or operational
structure of the firm

4. Require the removal of some or all of the
management body or senior management

5. Appoint a temporary administrator to the
institution.

Furthermore, the contributions collected for the 
single resolution fund (SRF) will partially be based 
on risk-adjusted contributions. Thus, it is very 
likely that the SREP score may have a direct impact 
on the size of the contribution. Finally there is the 
SREP adjustment, as part of the MREL definition, 
which means that the MREL level is impacted by 
the SREP score.

As part of the DGSD, EBA published guidelines on 
28 May 2015, regarding methods for calculating 
contributions to deposit guarantee schemes. These 
guidelines specify a number of core risk indicators. 
Liquidity is one indicator, and its quantum is 
dependent on LCR and NSFR. 

Thus, there are material cost benefits attached 
to obtaining a good SREP score besides keeping 
other stakeholders content with the liquidity 
management practices and the liquidity adequacy 
of the institution in question. Given the potential 
size of the associated savings involved, one might 
assume that banks will improve their practices, as 
a matter of cost efficiency.

Then there is the impending implementation of 
BCBS239. We briefly covered some of the elements 
earlier in this paper. The requirements may be 
quite penalising for institutions that are trailing 
in terms of data aggregation capabilities and risk 
reporting functionality but, having said that, a lot 
of the requirements involved are sensible and 
furthermore they will allow institutions to improve 
their liquidity management practices substantially.

6. MIND THE GAP
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Our ambition with this paper was to highlight 
some of the developments we have noticed over the 
last 5 years or so. Our conclusions and comments 
are based on both anecdotal evidence and the 
results from our annual liquidity management 
surveys. We also wished to create a high-level 
chronology – where did the industry come from, 
where is it now and where do we think it might be 
going, given some the recent challenges that we 
have discussed in this paper.

In a very compressed format we might say that the 
industry came very strongly from a reporting angle, 
which slowly turned into managing liquidity and 
all of the associated requirements and metrics. 
As the number of constraints grew and the related 
inter-connectedness increased the associated 
complexity, many firms noticed that managing 
these constraints in silos became an exercise 
in managing mutually incompatible goals. This 
likely explains the shift towards a direction where 
liquidity can be managed at a very granular level, 
but also as one part of a holistic approach.

SUMMARY AND AMBITION

 14



About MORS Software

With MORS Integrated ALM 
(Asset & Liability Management) 
approach banks can monitor, 
manage and report interest 
rate risk and liquidity risk in 
one system.

MORS Holistic approach 
offers ALM & Treasury 
Management in one system.

Banks fulfil specific interest 
rate risk, liquidity risk and 
treasury management 
requirements by using one of 
MORS modules.

MORS ALM as a Reporting 
Service supports banks with 
an outsourced ALM function.

Integrated ALM Holistic Treasury ALM Point Solutions ALM as a Reporting Service

Depending on your priorities, MORS solution and its modules are packaged to meet the following needs. 

Improves Efficiency
MORS improves Treasury ALM 
processes, enabling focus on risk 
analysis and decision making. 
MORS shortens lead times for report 
and scenario generation, providing 
intuitive and configurable set-ups. 
MORS delivers additional efficiencies 
covering multiple risk surfaces, such 
as interest rate risk, liquidity risk and 
counterparty risk, in one integrated 
system.

Why MORS?

Saves Costs
MORS implementation projects are 
standardised, decreasing overall 
costs of system implementation. 
Once implemented, MORS gathers, 
reconciles and updates source data 
automatically, lowering system 
operating costs. MORS annual 
software license costs are fixed and 
include new software releases twice 
a year. These offer predictability and 
cost savings in Treasury ALM.

Optimises Balance Sheet
MORS helps Treasury ALM 
practitioners maximise NII within 
regulatory and internal constraints. 
MORS calculates key ratios (such 
as LCR, NSFR, EaR, EVE, IRRBB) 
on a continuous basis, providing 
excellent decision-making support. In 
addition, MORS is a tool for internal 
assessment processes and ad-hoc 
stress test requirements, further 
increasing the benefits of the system.

Helping Banks optimise their Balance Sheet & 
Financial Risks 

FTP

ALM TMS LRM

FTP

ALM TMS LRM

FTP

ALM LRM

FTP

ALM LRM
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