
The Basel Committee on Banking Supervision (BCBS) introduced two key 
standards of measurement for liquidity under Basel III expansion – often referred 
to as “Basel IV” – as part of an effort to revamp liquidity reporting requirements following 
the 2008 financial crisis: liquidity coverage ratio (LCR) and net stable funding ratio (NSFR). 
LCR is the short-term matching of a financial institution’s expected cash inflows, outflows, and 
available high-quality assets that can be quickly liquidated to cover any gaps between inflows 
and outflows. Whereas NSFR is intended to ensure that a financial institution’s sources of 
funding are sufficiently stable to support its assets and activities on a one-year horizon and 
beyond. It is calculated by dividing a firm’s available stable funding (ASF) by its required stable 
funding (RSF). 

In the age of COVID-19, the global economy is facing unprecedented challenges with liquidity 
spreads and cash flow mismatches widening substantially and new unsecured debt issuance 
virtually coming to a halt. Both LCR and NSFR can indicate severe and adverse stresses and 
are coming under unparalleled scrutiny from management and regulators alike. 

Environmental Disruptions 
Pressures are increasing due to regulatory oversight, the changing nature 
of funding markets, the need to manage huge volumes of daily, monthly, 
and quarterly liquidity data, and the burden to report correctly and more 
frequently. This cumulative pressure means financial institutions must 
adjust their approaches to liquidity management. Due to COVID-19, 
daily liquidity monitoring, and for many daily reporting, has become a 
burden for liquidity management teams previously operating on monthly 
or quarterly cycles. These changing requirements are driving the need 
for a significant increase in resources, expertise, and infrastructure to 
satisfy reporting and operational liquidity management. 

Many regulatory changes have recently been introduced or are scheduled to take effect  
within the Basel IV, NSFR, and LCR frameworks. These changes are being driven by 
regional regulatory bodies such as the European Banking Authority’s (EBA), refinement of 
Capital Requirements Regulation 2 (CRR2), and NSFR expansion across many jurisdictions. 
Additionally, there is an increased focus on high-quality liquid assets (HQLA) and the 
granularity of data collection. Furthermore, previously unforeseen circumstances and black 
swan scenarios are having a profound effect on stress testing. 

LCR Technical Standard Changes
Financial institutions must be prepared to accommodate Basel IV changes to LCR. High-
quality data and a transparent understanding and monitoring of their liquid assets will be 
essential because the changes include many new technical standards. For example, CRR2 
requirements include a waiver of minimum issue size for third-country assets and their 
conditional recognition as liquid assets. The standards also include a conditional waiver option 
for unwinding secured transactions in accordance with the guidelines of the ECB or the central 
bank of the relevant member state. For example, in Canada, correct categorization of securities 
into asset levels for proper treatment and calculation is essential for properly applying haircuts, 
runoff and outflow rates, and other weights. Product exclusions include forward repossessions, 
forward reverse repossessions, and forward collateral swaps that start and mature within a 
30-day LCR horizon, as well as unsettled sales and purchases of HQLA excluded from LCR 
calculations.
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The NSFR Challenge
NSFR regulations have either come into effect or will expand in jurisdictions around the world in 
the near term. But there are jurisdictional specifi cities regarding current requirements and future 
implementation timelines. In Europe, for example, CRR2 expansion includes changes to a wide 
variety of rules, including trade fi nance transactions, pass through models and covered bonds, central 
counterparties (CCP), and client clearing. In contrast, reporting is already underway in Canada for 
domestic systemically important banks (D-SIBs), but beginning in April 2021 in addition to completing 
the NSFR reporting template, D-SIBs will need to complete two additional disclosure templates. In 
other jurisdictions such as Singapore, recent regulation changes have been aimed at providing relief 
measures to fi nancial institutions coping with the effects of COVID-19. And while the interpretation of 
NSFR in the U.S. may refl ect Basel, it is unique.

HQLA And Stress Testing 
While many institutions are adept at calculating LCR and NSFR, for dynamic liquidity 
monitoring in times of stress, a comprehensive perspective is required. Assessing daily 
changes in the trifecta of infl ows, outfl ows, and HQLA is critical.  For example, COVID-19 
has led to massive drawdowns on retail savings, revealing that not having automated 
connectivity between daily deposit activity and cash fl ows impact a fi nancial institution’s 
ability to accurately create liquidity stress scenarios. 

Managing Change In An Altered Liquidity Risk Environment 
With so many changes on the horizon, fi nancial institutions are assessing their overall preparedness 
to address liquidity risk and reporting requirements by asking themselves: 

• How do we continue liquidity monitoring on a daily basis to meet both Basel IV and risk management 
 requirements while keeping up to date with rule changes and unpredictable economic environments?

• With more scenarios, more granular data, and more insightful analysis needed for stress testing, 
 can we ingest, store, and process expanding volumes of data? 

• Do we have a single integrated system that offers fully traceable views of source data and 
 intermediate and fi nal results, and delivers dynamic analysis of liquidity metrics?

To successfully adapt to evolving liquidity requirements, organizations require holistic, transparent, 
and technology-driven solutions to address the challenges of Basel IV and specifi c interpretations of 
it under frameworks, including Europe’s CRR2, Canada’s Offi ce of the Superintendent of Financial 
Institutions’ (OSFI), the Australian Prudential Regulation Authority (APRA), and the Financial Services 
Agency of Japan (FSA). 

AxiomSL’s Liquidity Ecosystem For Basel Requirements
AxiomSL’s liquidity solutions, running on the ControllerView® data integrity and control platform 
provide the data management capabilities and comprehensive calculations that enable confi dent 
liquidity risk and regulatory reporting, as depicted here.
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Powered By A Unique Extensible Data Dictionary Architecture
AxiomSL’s data dictionaries, including AssetLiabilityView for liquidity, ensure compliance with the 
Basel framework, form the backbone of a BCBS 239 compliant architecture, and are extensible 
to accommodate local regulatory requirements. This unique and fl exible dictionary enables 
transaction-level data natively ingested into the liquidity solution to be properly classifi ed for Basel 
compliance. It facilitates seamless change management as Basel-related reporting requirements 
evolve. In contrast, other vendors provide monolithic, unwieldy dictionaries that force fi rms to 
perform massive regression testing to determine potential impacts for each obscure change. 

Extensible dictionaries encapsulate ways to address each Basel 
requirement and BCBS-prescribed calculations and disclosures. Adding 
relevant dictionaries is simple – new calculations for new regulations 
do not require full regression testing on the platform – thus creating 
implementation effi ciencies. By utilizing AxiomSL’s ability to ingest large 
volumes of disparate data seamlessly from original sources and make it 
fi t for purpose for liquidity reporting and calculation, fi nancial institutions 
are well positioned to deliver consistent data and optimize resources for 
accurate reporting, and informed risk management and business strategy. 

Enabling The Full Spectrum Of Risk Analytics
AxiomSL’s powerful solution architecture provides the framework for a wide spectrum of complex 
Basel-related liquidity calculations, including the analytics to produce reports and breakdowns 
of LCR, NSFR, funding net spread, liquidity monitoring tools (LMT), asset encumbrance, and 
stress testing scenarios. Where relevant, the platform and solutions can integrate seamlessly 
to ingest model outputs from other systems and AxiomSL’s IntegratedModelView. With 
IntegratedModelView, fi nancial institutions can manage open-source language models directly, 
transparently, and seamlessly on ControllerView and strategically and fl exibly optimize their 
overall model management. In addition, the platform delivers calculations with fully auditable 
calculation histories, optimizations, granular results, analytics, and regulatory reports that satisfy 
compliance requirements and provide insights for liquidity risk management. 

Leveraging the AxiomSL liquidity ecosystem dashboard module to monitor and interrogate, 
organizations can also dig deep into LCR, cash-fl ow analysis and HQLA trends, as illustrated by 
the dashboard extracts below.
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With AxiomSL’s proven technology and continuous innovation, 
financial institutions can address current Basel liquidity requirements 

and future-proof their approach to risk and regulatory compliance 
as they adjust to a new normal – both immediately and in 

a complex evolving regulatory environment. 

A Future-Proofed Basel Journey
Financial institutions are being forced to adjust their processes for liquidity 
management due in no small part to COVID-19-driven challenges and an 
increased regulatory spotlight being placed on liquidity. AxiomSL’s liquidity 
ecosystem enables financial institutions to manage their liquidity risk and 
regulatory reporting on a single, intelligent platform. Solutions running on 
the platform deliver a comprehensive, data-driven approach to confidently 
address requirements in a Basel-driven risk and regulatory environment. 

In addition, AxiomSL’s innovation center is constantly enhancing the 
technologies at the core of AxiomSL’s solutions. Developments include 
leveraging big data technologies such as Spark, Hadoop, and Redshift to 
deliver highly performant liquidity solutions that are readily scalable when 
deployed on RegCloud. Furthermore, the innovations enable unique user 
experiences on the platform with customizable dashboards powered by 
AnalyticView. 

Skilled in working with clients facing complex requirements of frameworks 
in force around the world, AxiomSL’s regulatory and data-management 
subject-matter experts speed implementation, and de-risk projects. 
AxiomSL engenders confidence for financial institutions requiring broad 
coverage and depth of experience to address their regulatory mandates. 
AxiomSL’s Liquidity Solutions are part of a larger ecosystem of dictionaries, 
calculations, and reporting business logic that are brought together in the 
single ControllerView platform, ensuring consistency of attribute definitions 
and calculations across the Basel Framework and beyond, including for 
example, capital requirements such as the fundamental review of the 
trading book (FRTB) and the standardized approach for counterparty credit 
risk (SA-CCR).
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