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g-and-h distribution /31
GPD 125
loglogistic distribution 104, /104
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Kendall’s correlation coefficients 79

Kendall’s rank correlation 84, 85

Kendall’s rank correlation matrix 134

Kendall’s tau 81, 82

key operational risk indicators (KoRI)
73-5

Kolmogorov—Smirnov test 37, 44, 45,
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Kuiper test 44

Laplace transformation 83

legal entity class 35

Lexis/Nexis 94

Liability Insurance 154

likelihood function 41

log-likelihood function 42, 52, 59

loglogistic distribution 43, 99, 101, 104,
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loss data minimum threshold setting
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framework 32-5, 32
models 57
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natural disasters 15
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occurrence date 29
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one-event approximation %6
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56-66
operational risk 140
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145-6
opercticnal risk classes 35-41
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data homogeneity vs data availability
36
identically distributed 36—8
operational risk management rulebook
2-3
ORX (Operational Risk eXchange) 31

p-value calculation 467
Panjer’s recursion 63
parametric estimation 41-50
Pareto distribution 43, 43, 86, 99, 101,
104, 105, 109
generalized Pareto distribution (GPD)
51, 57, 60, 86, 125, 124, 125
Pearson’s correlation coefficient 84
Pearson’s linear correlation 84-5
Pearson’s linear correlation matrix 134
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gamma distribution //0
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loglogistic distribution /10
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Pareto distribution /09
Weibull distribution 108, /09
shape parameter estimation /23
Poisson distribution 48, 57, 61-2, 174
probability density function 41, 59, 60
probability distribution function 60, 63,
165
probability distributions 42, 43
probability mass function 68
probability—probability (p—p plot) 44
process management
distribution parameters and
goodness-of-fit statistics 115
mean excess function /20
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g-and-h distribution /33
GPD 128
loglogistic distribution 113, /74
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Weibull distribution 113, //4
shape parameter estimation 2/
product flaws 15
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regulatory capital requirement 13640
advanced measurement approach
(AMA) 136
allocation mechanism 138-40
basic indicator approach (BIA) 136
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136-7

individual capital requirement 137-40
standardized approach (TSA) 136
reporting bias 48
Reputation Quotient 181
reputational capital at risk 166
reputational risk 7-8, 159-87
definition 159-60
effects 161
financial impact 161
financial institution’s exposure to
160-2
function of share price volatility
164-72
matter of policy 162-3
measurement 164-73
model /60
reputation-darnaging events 162
scenarios ! 73-7
scoring-card-based models 177-8
risk n dicators, adjustment for 73-5
sick integration 141
1 sk transfer, role of, in risk management
147-8
rogue trader coverage 183

safe working environment 18
scaling data 25-6
scenario analysis 11, 173-7
scenario-based approach (SBA) 27-8
cf LDA 28
scenario data 20, 23
Schwartz Bayesian Criterion (SBC) 47
score cards 177-8
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selection, sponsorship, and exposure
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serial correlation 39
Settlement Date 93
severity distributions 41-3, 57
single class capital at risk 66
Sklar’s theorem 78
Société Générale (SocGen) fraud
178-87
background 179
control instruments 187
description of event 179
discovery and first reactions 180-2
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how fake trading occurred 179-80
immediate consequences 183
lessons learned 186
managing data and signals 187
measures planned and taken 182
psychological, ‘soft’ factors 186
reputational issues and comments
183-6
rogue trader 86
Spearman’s rank correlation 84, 85
Spearman’s rho 81
SPMIB index 169-70, 169-70
stress testing 91
subadditivity 75
subexponential distributions 62
suitability, disclosure, and fiduciary
subcategory 15
systems security 17
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t-Student function 75

tail distribution 60

terrorist attacks 15

theft 17
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21-2

trade counterparties 17

training 5-6, 12

transaction capture, execution, and
maintenance 16

TSA standards 9, 136

unauthorized activities 17

unexpected loss 66

UniCredit Group
challenges 4
creating new function 2-3
developing control system 3
history of 1-2
international regulations 67
operational risk database evolution 26
operational risk measuiement 4-5
reputational risk management 7
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variance -covariance method 140
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Vleibull distribution 43, 43, 86, 99, 100,
103,104, 105, 106, 107, 108,
109, 111,112,113, 114, 174-5
workplace safety 17

Index compiled by Annette Musker



P1:JYS
ind JWBK346-Soprano February 20, 2009 21:17 Printer: Yet to come

208



