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Risk’s Role at the ALCO Table
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© 2024 Darling Consulting Group, Inc. 2

C O N F E R E N C E

Kimberly Jones, 

Chief Risk Officer

Change happens slowly. . .how 

do I transform ALCO into a 

“profit center”?

Where should my focus be 

with regard to ALCO and 

Risk Management?

I’m concerned with the quality 

of my data inputs and how 

that may impact the results of 

my models.

I don’t have the resources to 

keep model assumptions up to 

date and am fearful I’m not 

accurately capturing my risk 

exposures.

How Can Model Risk Management 

help make this process part of our 

culture?
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We Are in the Risk Business

There are inherent 

“tensions” between 

shareholders and 

risk managers

Give me more 

return now!

No problem, 

here’s more risk!

No problem. 
Here’s a lower 

return.

Wait a minute. 

Give me less 

risk!
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Risk’s Primary Objectives at ALCO

Manage Monitor Identify Facilitate

Manage performance 

within acceptable risk 

tolerances

Monitor key risks: 

Interest Rate Risk (IRR), 

Liquidity, Capital/Credit

Identify secondary risks: 

Operational, Market, 

Treasury and Emerging 

Trends

Facilitate discussions re: 

key risk areas, risk 

tolerances, balancing 

performance with 

exposure
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Common Data Issues

SHORTCUTS

During implementation

DOCUMENTATION

Limited / outdated

MAPPING & 

AGGREGATION

Reliability and 

quality of data; 

incomplete or 

inaccurate



© 2024 Darling Consulting Group, Inc. 8

Best Practices: Data Management

1 2 3

DOCUMENTATION TESTING STANDARDIZATION

• Scrubbing, 

aggregation

• Testing for new 

implementations

• Reconciliation, 

security

• Centralized 

initiatives

• Testing source 

data

• Periodically test 

aggregation 

impact on 

results
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Assumptions: 5 Key Questions

WHAT

1

What are the 

key assump-

tions?

WHERE

2

Where are the 

assumptions 

based: actual 

experience, 

peer analysis, 

and/or expert 

judgment?

HOW

3

How much can 

they vary?

WHO

4

Who reviews 

and approves?

WHEN

5

When to 

recalibrate?
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Examples: Sensitivity / Stress Testing

Base Model

Loan Replacement / GrowthDeposit Beta (Rate)
Deposit Beta (Timing)

Deposit Attrition Deposit Attrition / Loan Pricing 

Beta 
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Liquidity Stress Assumption Development

Identify history, 

worst experiences

Leverage 

research, deposit 

studies, business 

intelligence 

Consider 

quantitative & 

qualitative 

approaches

Determine how 

to track actual 

activity vs. 

forecast

Document and 

tell your story
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Severe Stress/Relief??? Not So Much Anymore
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Liquidity Stress: Deposit Runoff – More Impactful Stress
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Liquidity Stress: Break the “Bank” Scenario



© 2024 Darling Consulting Group, Inc. 16

C O N F E R E N C E

Kimberly Jones, 

Chief Risk Officer

Change happens slowly. . .how 

do I transform ALCO into a 

“profit center”?

Where should my focus be 

with regard to ALCO and 

Risk Management?

I’m concerned with the quality 

of my data inputs and how 

that may impact the results of 

my models.

I don’t have the resources to 

keep model assumptions up to 

date and am fearful I’m not 

accurately capturing my risk 

exposures.

How Can Model Risk Management 

help make this process part of our 

culture?



© 2024 Darling Consulting Group, Inc. 17

Critical Questions ALCO Needs to Answer

C O N F E R E N C E

LIQUIDITY

• How much do we have?

• How much do we need

• How might that change?

• How much do we want to pay?

INTEREST RATE RISK

• How much exposure to changes in 

rates?

• What is cost to mitigate potential 

risks?

• Are we paid adequately for risks?

CAPITAL

• How much loss can we absorb?

• How much growth capacity do 

we have?
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“Liquidity Fire Drill”

Integration with other risk 

management activities

More robust Contingency 

Funding Plan

Inclusion of “relief” scenarios 

demonstrating ability to 

manage

Liquidity Focus

Enhanced liquidity risk 

monitoring (KRIs, KPMs)

Effective collateral 

management & flexibility
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The ALCO Forum – Discussing Liquidity
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The ALCO Forum – Discussing Liquidity
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IRR Focus

Core/Standard 

Sensitivity 

Analysis

“Regulatory” 

Scenarios
“What If?”

Stress 

Testing

• Reasonable IRR: +/-

200bps 

• “Static” balance sheet 

• Simulation horizon: 2-

5yrs

• Rate shocks: +/- 

300bp in 100bp 

increments

• Extreme rate 

scenarios: +- 400bp? 

+-500bp?

• Shifts in 

asset/liability mix, 

growth (plan)

• “Abnormal” rate 

shifts: 

flattening/steepening 

• Isolate meaningful risk 

variables/assumptions

• Shifts in asset/liability mix, 

growth

• Yield curve risk

• Option risk

• Basis risk
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The ALCO Forum – Discussing IRR
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Capital Focus

Support

Provide
• Confidence in 

depositors/shareholders

• Potential M&A 

opportunities

• Strategies for pre-

emptive actions (should 

conditions warrant)

• Operating plan and 

growth targets

• Dividends/dividend 

policy

• Cushion needed for 

unanticipated loss

. . . increase capital ratios to address regulatory concerns / orders 
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The ALCO Forum – Discussing Capital
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Position Update

Strategy

• Interest Rate Risk

• Liquidity

• Capital

• Regulatory

A More Strategically-Focused ALCO Meeting
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Strategy Development

Interest Rate Risk Gets Most of the Attention, but Remember…It’s Only 

One Part of the Risk Assessment
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Regulatory Feedback on Model Risk Management

Model 

InventoryIncomplete, 

not updated regularly

Validation

Lack of independence, 

no “effective challenge,” 

no pre-implementation/schedule
Performance 

Monitoring

No ongoing process to 

ensure model performance

Documentation

Not maintained, 

incomplete

Assumptions
Lack of 

developmental 

evidence to support
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Changing the Cultural Mindset

Ongoing 
education 

and training

Executive 
and BOD 

“Champion”

Reinforced 
authority and 

stature of 
MRM

Confidence 
building with 
stakeholders

Reduced 
implementation 
and remediation 

costs

Better models 
drive more 
confident 
decisions!
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Questions & Answers
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mhaberland@darlingconsulting.com 

508-237-2473

www.linkedin.com/in/markhaberland/

With nearly 30 years of experience in balance sheet and model risk management, and hands-on experience in 

audit and leading the operations of DCG’s Financial Analytics Department, Mark has unique expertise for 

optimizing and “right-sizing” risk management in the community, mid-size, and large banking space.

In his current role, Mark facilitates educational programs and collaborative workshops and is a trusted resource 

for financial institutions, industry, and state trade associations, as well as regulatory agencies on a variety of 

balance sheet and model risk management/validation topics, including IRR, Liquidity, CECL, BSA/AML, 

MRM/ERM and ALCO.

Mark is a frequent author and top-rated speaker on a vast array of risk management topics and is Vice 

Chairman of the Financial Managers Society’s Board of Directors and member or California Bankers 

Association’s Enterprise Risk Management Committee. The son of an educator and member of the faculty of 

Pacific Coast Banking School, Mark’s passion for teaching drives his desire to work with bankers to strive for 

excellence within their organizations.

Mark lives on the North Shore of Boston with his wife, two children, and two dogs. He is a graduate of St. 

Michael’s College in Vermont with a degree in accounting.

Mark A. Haberland

mailto:mguglielmo@darlingconsulting.com
http://www.linkedin.com/in/markhaberland/
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