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Executive Summary: Key Findings & Urgency

e This diagnostic audit, powered by the BBA FinTech Al Risk Advisor Platform, analyzed the
anonymized commercial loan portfolio of a regional bank with $4.2B in total assets. The analysis
reveals one High-Priority Risk requiring immediate review and two Medium-Priority exposures for
strategic planning.

Urgent Priority (Act within 30 Days):

e Concentrated Vulnerability in CRE Sector: 28% of the commercial portfolio is exposed to
metropolitan office real estate, a sector showing accelerating decline in our predictive models.
The portfolio's weighted-average debt service coverage ratio (DSCR) for this segment is
projected to fall below the 1.25x covenant threshold for ~15% of loans within the next two
quarters under our base-case scenario.

Strategic Priorities (Plan within 90 Days):

1. Geographic Overlap in Hospitality: A 22% exposure to regional hospitality (hotels, resorts) is
disproportionately concentrated in a single coastal market, amplifying vulnerability to localized
economic shocks.

2. ECL Model Calibration Drift: The internal Expected Credit Loss (IFRS 9) model shows a 1.7%
optimistic bias compared to Al-driven macro-economic benchmarks, potentially understating
provisions.

Overall Risk Posture: Elevated. The portfolio is fundamentally sound but carries significant, correlated
exposure to cyclical sectors without sufficient hedging or provisions, as identified by forward-looking Al
scenarios.

Detailed Analysis

1. Sector Concentration & Early Warning

Finding: The portfolio demonstrates a high degree of sector concentration in cyclical industries, exceeding
the peer benchmark.



Peer

Sector Portfolio Group R.'Sk Trend (Al Early Warning Indicator
Exposure Signal)
Avg.
Commercial Office  occupancy rates
Real Estate 28% 19% . Deteriorating (primary market) down 12%
(Office) YoY; rent growth negative.
Forward bookings for Q1
Hospitality & o 0 o down  8%;  consumer
Leisure 22% 15% O Monitoring discretionary spending
slowing.
Industrial & E-commerce demand
. 18% 20% . Stable holding; rental growth
Logistics .
positive.
Total Cyclical 68% 54% +14 pts vs. Peer Benchmark
Exposure

’ Al-Generated Insight: "The CRE Office segment is not experiencing a uniform downturn. The model
identifies 'Class B buildings in suburban markets with single-tenant leases' as the highest-risk subset.
Recommend a targeted review of this subset (approx. 40% of the CRE exposure)."

2. Portfolio Resilience: Stress Testing Results

The portfolio was subjected to two regulatory-style scenarios and one severe, Al-constructed "tail risk"

scenario.
Projected Projected Capital
Scenario Description Increase in Increase in Impact
PD* LGD* (Basel II)
. Current economic
Baseline - -
outlook
Moderate GDP -2% CET1 Ratio: -
’ +1. +159
Recession Unemployment +3% 8x >% 85 bps
Severe o . CET1 Ratio: -
- + 0 +3. + 0,
Stagflation GDP -4%, Inflation +5% 3.2x 25% 180 bps
Do e MBEE L cnim
ettal & & Office +6.5x) ° 240 bps
Dislocation stress

PD: Probability of Default | LGD: Loss Given Default | bps: basis points
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s Automated Recommendation from Platform: "The 'Severe Stagflation' scenario breaches the internal
capital comfort buffer. Mitigation playbook #SR-04 ('Pre-emptive Balance Sheet De-risking') is auto-
recommended. This includes strategies for loan sales, hedging, and capital optimization."

3. Compliance & Model Risk Check

Finding: A routine model validation check flagged a calibration drift.

Model Check Result Status Implication
Forward-looking macroeconomic Potential under-

IFRS 9 ECL adjustments are 1.7% less O Requires provisioning

Calibration conservative than the Al Validation of ~$850K in the

benchmark model. current quarter.

The single coastal market
exposure for hospitality (22%)
breaches the internal limit of
20%.

Requires immediate
exception report to the
Board Risk Committee.

@ Breach

Identified

Concentration
Risk Limits

Full traceability from this report's
aggregate figures back to 12,347
individual loan records was
established in 2.1 seconds.

Fully

Compliant

Ready for regulatory
examination.

Data Lineage
for Audit

Prioritized Action Plan

This 90-day plan is automatically generated by the platform based on the findings above.

Priority Action Item (C;\:‘v;ge;ste d) Timeline Expected Outcome
Targeted Review of High- Quantify potential
p1 Risk CRE Subset: Execute a Chief Credit 30 Davs loss, formulate loan-
deep-dive on "Class B Officer ¥ level strategies
suburban office" loans. (restructure/sell).
Model Validation Validate and
P2 Meeting: Reconcile the 1.7% Head of Model 45 Davs recalibrate model;
ECL model drift with the Al Risk ¥ adjust provisions if
benchmark. necessary.
Diversification
f;:jajsgz:ir?(?;/-e:aprlfe?lan to Head of Reduce concentration
P3 hospitalit gex osure by 5% Portfolio 90 Days breach and lower
P Y €xp y 27 Management portfolio volatility.

through participations or
swaps.
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How This Audit Was Generated
1. Secure, Anonymous Data Upload: The client uploaded an aggregated portfolio file to our
encrypted portal.
2. Al Analysis: Our platform ran the data against:
o Live macroeconomic datasets
o Sector-specific early-warning indicators
o Regulatory scenario engines
o Peer-group benchmarks
3. Expert Review & Delivery: A BBA FinTech risk advisor reviewed the Al findings for context and
nuance before delivering this report within 72 hours.

Disclaimer: This is a simulated sample report based on aggregated, anonymized data and common
industry patterns. It is for illustrative purposes only to demonstrate the output, depth, and actionable
nature of the BBA FinTech Al Risk Advisor Platform. It does not constitute financial or reqgulatory advice.

Next Step: See Your Own Risk Landscape

This sample shows what we find. Now discover what you're missing.

P [Request Your 72-Hour Portfolio Diagnostic]

Secure, confidential, and obligation-free. Receive a high-level diagnostic tailored to your book.
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