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CECL impact analysis

The current expected credit loss (CECL) model is being touted as the biggest accounting change of the current
decade. It will have a big impact on the capital management of most financial firms, the overall impact will be felt on
a much bigger scale within organisations. The exact magnitude can be gauged only at the time of implementation,
but the broader impact can be assessed at an organisation-wide level.

Overview of CECL’s impact on an organisation
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Banks will be required to
gather more granular and
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a new governance framework
may need to be established

losses. Volatility of credit risk
capital is also expected to
increase with more sensitive
assumptions
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i to the current calculation
! methodology may impact key
i performance indicators such as
CECL requires the same ' return on equity, return on
accounting standard to be '
applied across asset classes, i
whether impaired or not. This '
may need reclassification of i
certain assets such as !
distressed loans

The new models would need
to be more robust to take
lifetime losses into
consideration

assets and earnings per share
cnegatively in the short-term.
Funding might also see some
pressure
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CRISIL is an agile and innovative, global analytics company driven by its mission of making markets function better. We
are India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of
innovation and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient
solutions to over 100,000 customers.

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks,
analytics and data to the capital and commodity markets worldwide.
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CRISIL Global Research & Analytics (GR&A) is the world's largest and top-ranked provider of high-end research, risk and
analytics services. We are the world's largest provider of equity and fixed-income research support to banks and buy-side
firms. We are also the foremost provider of end-to-end risk and analytics services that include quantitative support, front
and middle office support, and regulatory and business process change management support to trading, risk management,
regulatory and CFO functions at world's leading financial institutions. We also provide extensive support to banks in financial
crime and compliance analytics. We are leaders in research support, and risk and analytics support, providing it to more
than 75 global banks, 50 buy-side firms covering hedge funds, private equity, and asset management firms. Our research
support enables coverage of over 3,300 stocks and 3,400 corporates and financial institutions globally. We support more
than 15 bank holding companies in their regulatory requirements and submissions. We operate from 7 research centers in
Argentina, China, India, and Poland, and across several time zones and languages.
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