The new age of Pillar 2 / Economic Capital modelling 
 
Pillar 2 / Economic Capital modelling has had a turbulent history and still suffers from a degree of misunderstanding and misuse. In this talk we will discuss the purpose of Credit (CR) and Credit Concentration (CCoR) risk Pillar 2 modelling and dive into technical detail on: 
· why it may be advantageous to have a different fundamental modelling approach for CR and CCoR; 
· the difference between default, loss and asset correlations and how they interrelate; - the key challenges to overcome when paramerising correlations from historical default rates, particularly for retail portfolios; 
· the question of how to prevent modellers from making important business decisions without due governance within technical modelling assumptions, particularly in corporate portfolios; and 
· international benchmarks/approaches used to enhance capital models, particularly for countries with too little or too much recent stress experience. 
 
