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 Abstract: With regard to credit assessment, SMEs often fall in the cracks that they are not big enough to attract the attention of the credit rating agencies while too big, more importantly having too few default cases, to allow data-driven statistical credit scoring model to be developed satisfactorily in a challenger bank. SME credit risk assessment and credit decisions traditionally relied on judgement based on the underwriter’s knowledge of the firm, the industrial sector, the market and/or the economy. However, such a process suffers from the lack of transparency and consistency, lack of institutionalized knowledge sharing and memory, high ‘key person’ risk and in extreme cases becomes more vulnerable to fraud. Therefore, developing a consistent credit assessment methodology and establishing an effective credit assessment process will become not only a business necessity but a competitive advantage. 

An expert panel judgement based slotting approach was proposed, developed and implemented as a part of the integrated credit grading and IFRS9 impairment forecasting system. Such slotting models were developed and optimized with a combination of expert panel’s knowledge, judgement and an optimization technique to maximize the model efficacy. A more systemic framework and procedure were introduced to ensure the expert panel’s knowledge and judgement extraction, processing and summation were effectively executed. These models have been implemented into real-life operation since start of 2018, working satisfactorily.   
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