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Executive Summary

Retail banking is at a pivotal moment in the evolution of
credit risk management. Economic volatility, rising customer
expectations, and competitive pressure are exposing the
limitations of traditional approaches. Forward-looking banks
are now reimagining credit risk not merely as a defensive
function, but as a strategic enabler of growth, profitability,
and resilience.

Credit Risk 2.0 represents a shift from static, point-in-time
assessments to dynamic, lifecycle-based risk intelligence.
This shift is powered by advanced analytics, real-time data
integration, and explainable Al. This transformation enables
faster, more accurate decisions across the entire credit
lifecycle, from origination and underwriting to portfolio
monitoring, collections, and recovery.

Rather than treating regulatory compliance as a cost
burden, leading banks are leveraging the capabilities
developed under regulatory pressure (such as real-time
risk aggregation, forward-looking provisioning, and robust
data governance) as foundational tools for competitive
differentiation. These capabilities now underpin strategies
that improve customer experience, expand financial
inclusion, and enhance risk-adjusted returns.

Banks that combine autonomous Al systems,
curated data products, and regulatory-
grade infrastructure will lead the next era

of retail credit risk transformation, turning
compliance into a catalyst for innovation and
sustainable competitive advantage.

1. Binkai Chen, et al., “The Transformative Role of Artificial Intelligence and Big Data in Banking,”

Strategic transformation opportunities:

« Real-time risk monitoring for proactive customer
engagement and loss prevention.

« Al-powered decisioning with full auditability to scale
lending without increasing operational risk.

« Alternative data integration to expand addressable
markets and serve underserved segments.

« Advanced predictive modelling, including transformer-
based architectures (like T-Jepa) to improve pricing,
stress testing, and portfolio optimisation.

Proven value creation:

« 18-30% reduction in default rates through advanced
credit analytics such as Al/ML-based scoring, alternative-
data scorecards, and predictive monitoring"#®

« 30-40% operational cost savings via automation of credit
decisioning and monitoring.*

« 15-25% improvement in risk-adjusted returns driven by
precise risk pricing and portfolio optimization.>¢

This paper focuses on consumer credit risk within retail
banking portfolios, where the scale and dynamism of
lending operations demand advanced analytics. Key
dimensions of risk, such as collateral, term, interest rate,
and repayment cycles, are increasingly managed through
lifecycle-based intelligence. Traditional credit bureau data
and scoring models remains foundational, but are now
augmented by alternative data and explainable Al to improve
underwriting precision and expand financial inclusion.

FDIC.gov, 2025, https://www.fdic.gov/center-financial-research/transformative-role-artificial-intelligence-and-big-data-banking.pdf.

2. Margarete Biallas and Felicity O’Neill, “Artificial Intelligence Innovation in Financial Services,” IFC.org, 2020,
https://www.ifc.org/content/dam/ifc/doc/mgrt/emcompass-note-85-ai-innovation-in-financial-services.pdf.

3. Jung Youn Leeg, et al., “No Credit History? No Problem.” Kellogg Insight, 2025,
https://insight.kellogg.northwestern.edu/article/anderson-credit-scoring-placeholder.

4. Liubomyr Pohreliuk, “Al Agents in Finance and How They Reduce Operational Costs by 40%,” inoxoft, 2026,

https://inoxoft.com/blog/cutting-operational-costs-with-ai-agents-in-finance/.
5. “Risk-Adjusted Returns: 5 Case Studies,” Phoenix Strategy Group, 2025,

https://www.phoenixstrategy.group/blog/risk-adjusted-returns-5-case-studies
6. Stiene Riemer, et al., “Al-Driven Commercial Loan Pricing,” BCG.com, 2023,

https://media-publications.bcg.com/Al-Driven-Commercial-Loan-Pricing.pdf.
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The credit risk imperative:

Regulation as a catalyst for risk intelligence

Modern banking demands a fundamental shiftin how

credit risk is understood and managed. While regulatory
frameworks have historically driven improvements in

risk data aggregation and model governance, leading
institutions now recognize that these capabilities are not
just compliance necessities; they are strategic assets in the
pursuit of superior credit risk management.

Credit risk today is no longer a static assessment of
borrower quality. It is a dynamic, data-driven discipline
that spans the entire customer lifecycle, requiring real-time
insights, predictive analytics, and explainable decision-
making. Regulatory mandates such as BCBS 239, IFRS
9, and CECL have accelerated the development of these
capabilities, but their true value lies in how they enable
banks to anticipate risk, optimize portfolios, and serve
customers more effectively.

Banks that have invested in regulatory infrastructure
(such as stress testing, model validation, and data
governance) are now leveraging these tools to gain
competitive advantage in credit origination, monitoring, and
recovery. These institutions demonstrate that regulatory
sophistication can be repurposed to enhance credit risk
precision, reduce default rates, and expand
addressable markets.

In clarifying the consumer credit risk context, these
regulatory frameworks apply broadly across all banking
operations, but their relevance to consumer credit
underwriting is particularly significant. For example:

« BCBS 239 improves risk data aggregation and reporting,
enabling banks to consolidate consumer credit exposures
across products and channels, which is critical for
lifecycle-based risk management in retail portfolios.

« IFRS 9 introduces the Expected Credit Loss (ECL)
model, requiring banks to estimate lifetime losses at loan
origination. This forward-looking approach is especially
impactful in retail lending, where high volumes and short
tenors demand predictive precision.

e CECL (U.S. equivalent of IFRS 9) similarly mandates
lifetime loss provisioning, reshaping how consumer credit
risk is priced and managed.

teradata.

« Basel lll/IV Advanced Approaches introduce internal
ratings-based models and risk segmentation systems
that allow granular differentiation of retail exposures,
improving capital efficiency and risk-adjusted pricing.

» Open Banking regulations unlock access to consumer-
permissioned data, such as transaction histories and
behavioural signals, which enhance underwriting models
and expand financial inclusion.

Strategic insight: Regulatory compliance is no longer
the end goal; it is the foundation for building intelligent,
adaptive credit risk systems. Banks that treat compliance as
a springboard for innovation in credit risk management are
better positioned to respond to market volatility, customer
demands, and competitive threats.

Case study: Sicredi - Al/ML model processing
Sicredi, Brazil's largest credit cooperative with 7 million
customers and a $40 billion credit portfolio, demonstrates
both the potential and challenges of regulatory-driven
transformation. Their implementation of advanced

Al/ML models for credit risk processing achieved
remarkable results:

« Models processed 25x faster than their previous approach

« 83% reduction in data transfer requirements

Increased credit limit consumption by 29% in the
first month

2.3 million customers scored internally rather than relying
on external providers

Annual cost savings of $650,000

However, the project required 18 months of intensive
development and faced significant challenges including
legacy system integration complexity and staff
retraining requirements.
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Transforming the credit risk lifecycle

The evolution from compliance-driven to competitively

advantaged credit risk management requires comprehensive

transformation across the entire customer relationship
lifecycle. Banks that successfully make this transformation
move beyond meeting regulatory minimums to creating
integrated systems that optimize risk, profitability, and
customer experience simultaneously.

The application and origination stage demonstrates how
regulatory compliance capabilities create competitive
differentiation. Advanced data integration systems
developed for regulatory reporting enable banks to
incorporate alternative data sources, real-time financial
information, and sophisticated analytical models into
instantaneous credit decisions. The same comprehensive
data governance frameworks required for regulatory

compliance ensure decision auditability while enabling rapid

scaling of lending operations.

Portfolio monitoring represents the most sophisticated
opportunity to transform regulatory requirements into
competitive advantage. The continuous risk monitoring
capabilities mandated by modern regulatory frameworks
provide early warning systems that enable proactive
customer engagement before problems become severe.
Banks that excel at regulatory stress testing typically
demonstrate superior ability to identify and respond to
emerging portfolio risks that competitors might miss until
losses materialize.

Collections and recovery operations benefit significantly
from the customer relationship data and analytical
capabilities developed for regulatory compliance.
Comprehensive customer information systems required
for regulatory reporting provide insights that enable
personalized recovery strategies with higher success
rates and better customer retention outcomes. The
documentation and audit trail requirements that support
regulatory compliance also provide legal protection and
process consistency that improve recovery efficiency.
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Lifecycle integration benefits:

» Data consistency: Single-source-of-truth customer
information supporting both compliance and
business optimization

» Predictive capabilities: Forward-looking models
required for provisioning also enable proactive
customer management

» Process automation: Regulatory reporting automation
capabilities support business process efficiency

o Audit trail completeness: Compliance documentation
requirements provide business intelligence and
legal protection

Implementation risk considerations: While the strategic
benefits are compelling, executives must acknowledge
significant implementation risks. Large-scale credit
risk transformations face challenges including legacy
system integration complexity, data quality remediation
requirements, and the need to maintain regulatory
compliance during transition periods. Industry surveys
(e.g., SAS/GARP, PMI) and analyst reports (e.g., McKinsey,
Gartner) consistently show that a majority of large-scale
credit risk system implementations experience significant
delays, often exceeding six months, and material scope
adjustments during execution.
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Value outcomes of advanced credit

risk management

Effective credit risk management is not merely about
avoiding losses; it is a fundamental driver of sustainable
growth, profitability, and competitive advantage in banking.
By leveraging advanced analytics and Al, banks can achieve
several critical value outcomes that transform their
business performance.

Reduced default and delay risk

The primary objective of credit risk assessment is to identify
the likelihood that a borrower will repay a loan in a timely
manner. Sophisticated models, leveraging both traditional
and alternative data, significantly improve the accuracy of
these predictions, leading to a reduction in loan defaults and
payment delays. This directly protects the bank’s capital
and profitability.

Advanced predictive models (e.g., gradient boosting,
random forests, and neural networks) have already enabled
banks that embed high performance credit decisioning
models into their digital lending to reduce credit loss rates
while simultaneously increasing revenue and efficiency.”
The economic impact extends beyond immediate loss
prevention to include reduced provisioning requirements
and improved regulatory capital efficiency.

Expanded financial inclusion

Traditional credit scoring often leaves a significant portion of
the population underserved due to “thin credit bureau files”
or “stale” credit history. By incorporating alternative data
(such as rental, utility, and mobile phone payment histories,
or public records) banks can assess the creditworthiness of
a broader audience.

7. RajDash, et al., “Designing next-generation credit-decisioning models,” McKinsey.com, 2025,

This expansion opens access to financial services for
young adults, immigrants, and underbanked populations,
addressing systemic inequalities in lending while opening
new customer segments. Nova Credit has found that
lenders using alternative data reported “stronger portfolio
performance across the board, including higher approval
rates and initial credit lines, increased borrower engagement
and retention, more accurate risk assessments, reduced
losses, faster application and funding timelines, and
expanded market share.”®

Improved decision-making speed and accuracy
Advanced predictive models, including deep learning
techniques like recurrent neural networks (RNN) and

large language models (LLMs), allow for higher-order
understanding of payment patterns and cross-sectional
features. These models, coupled with agentic Al systems,
can process vast amounts of data in real-time to score risk,
anticipate needs, and personalise experiences.

Real-time decisioning capabilities reduce approval times
from days to minutes while improving accuracy. This agility
is crucial in dynamic financial markets where customer
expectations demand immediate responses.

Enhanced profitability and risk pricing

More accurate and reliable methods to assess and price
risks directly translate into better financial performance for
banks. By dimensioning and managing risk more effectively,
banks can price loans appropriately, reducing potential
losses and improving net interest margins.

https://www.mckinsey.com/capabilities/risk-and-resilience/our-insights/designing-next-generation-credit-decisioning-models.
8. “The State of Alternative Data in Lending,” Nova Credit, 2024, https://info.novacredit.com/report-state-of-alternative-data-in-lending-2024
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Value outcomes of advanced credit risk management

Importantly, pricing strategies can also expand the
addressable lending universe, especially when linked to
behavioural data. For populations traditionally considered
higher risk (such as thin-file borrowers or those with volatile
income patterns) advanced analytics enable differentiated
pricing that reflects actual repayment behaviour rather than
static credit scores. This allows banks to serve broader
segments profitably, growing the lending pie without
compromising portfolio quality.

Al-assisted data modelling enhances both accuracy and
speed, providing a competitive edge through more precise
risk-based pricing. Industry benchmarks and case studies
indicate that banks implementing comprehensive credit risk
analytics programs often achieve double-digit improvements
in risk-adjusted returns, typically in the range of 15-25%
driven by more precise pricing, better capital allocation,
and proactive portfolio management, with additional
upside from universe expansion strategies that improve
financial inclusion.®

Greater operational efficiency

Automating credit risk assessment processes, from initial
application to ongoing monitoring, reduces manual workload
and associated costs. This allows lending teams to focus on
more complex cases and proactive customer engagement,
streamlining operations and accelerating time-to-market for
financial products.

For example, press reports show that some lenders using
Al-powered credit assessment platforms have realized
approximately a 50% reduction in underwriting operating
costs, alongside faster decisions and improved profitability.”®

9. See Phoenix Strategy Group and Stiemer, above.

Regulatory compliance & operational efficiency
Robust regulatory compliance remains a cornerstone of
credit risk management, particularly in areas such as Know
Your Customer (KYC), anti-money laundering (AML), and
auditability. These processes ensure adherence to legal
standards while safeguarding against financial crime.

However, compliance capabilities can also drive operational
efficiency. By embedding compliance logic into automated
workflows, banks streamline onboarding, transaction
monitoring, and credit decisioning, which in turn reduces
manual effort and improves consistency. Advanced analytics,
including Natural Language Processing (NLP) and graph
analysis, enhance these processes by detecting anomalies
and improving risk screening accuracy.

Agentic Al takes this further by autonomously managing
compliance-sensitive workflows, ensuring decisions remain
explainable and auditable while adapting to changing
regulatory requirements. This dual-purpose approach
transforms compliance from a cost centre into a strategic
enabler of efficiency and trust.

Sustainable competitive advantage

Organisations that effectively harness data and Al to manage
credit risk can perceive and respond to opportunities and
threats with unprecedented speed and precision. This
creates a signal-oriented intelligence architecture that
senses and responds continuously to changing

customer contexts.

This approach enables adaptive, predictive, and
personalised decisions across all customer interactions,
moving beyond traditional data management to intelligence
activation, driving measurable outcomes and sustainable
competitive advantage.

10. “Upling and Visa Case Study Reveals 50% Reduction in Underwriting Costs by Using Al-Powered Credit Assessment Technology,”

Business Wire, 2025, https://www.businesswire.com/news/home/20250114996715/en

Upling-and-Visa-Case-Study-Reveals-50-Reduction-in-Underwriting-Costs-by-Using-Al-Powered-Credit-Assessment-Technology.
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Data architecture:

Enabling intelligent credit risk management

In the era of Credit Risk 2.0, data architecture has moved
well beyond compliance to become the backbone of
intelligent, adaptive credit risk management. As banks face
increasing demands for real-time decisioning, predictive
analytics, and personalized risk assessment, the ability to
harness high-quality, integrated data becomes a
strategic differentiator.

Regulatory frameworks have accelerated investment
in robust data infrastructure, but the true value lies in
how these systems empower credit risk teams to make
faster, more accurate decisions across the credit lifecycle.
From origination to collections, a well-architected data
environment enables banks to assess borrower risk
dynamically, monitor portfolio health continuously, and
respond to emerging threats with agility.

Data products: A new paradigm for credit risk
data management
Banks are moving beyond monolithic data platforms toward
data products, which are curated, SLA-backed datasets
designed to serve specific business decisions, such as
credit underwriting, portfolio monitoring, and risk pricing.
These products deliver governed, high-quality data without
requiring major transformation programs, leveraging
techniques such as data virtualization, data contracts, and
SLA-driven delivery.

This approach enables:

+ Faster access to trusted data: Reduces dependency on
large-scale integration projects by providing ready-to-
use, governed datasets.

« Improved data quality and consistency: Ensures
accuracy and reliability for credit scoring, provisioning,
and regulatory reporting.

+ Enablement of advanced techniques: Supports
behavioural modelling, alternative data integration, and
real-time analytics without disrupting existing systems.

» Scalable innovation: Provides a foundation for
deploying agentic Al and advanced analytics across the
credit lifecycle.

teradata.

Strategic credit risk capabilities enabled by data:

o Real-time integration: Unified access to customer,
transactional, and behavioural data supports instant credit
decisioning and early warning systems.

o Auditability & explainability: Governance frameworks
ensure traceable, explainable decisions—critical for both
regulatory compliance and customer trust.

 Scalability for risk modelling: Cloud-native architectures
support advanced Al/ML models that adapt to changing
economic conditions and borrower behaviour.

Banks that treat data architecture as a strategic enabler
of credit risk intelligence, not just a compliance obligation,
are better positioned to reduce default rates, improve
customer experience, and unlock new lending opportunities.
The ability to activate data for risk insight is becoming a
core capability in markets where speed, precision, and
personalization define success.

Case study: Banco Bradesco - Data
Harmonization & Trusted Al

Banco Bradesco, one of Brazil’s largest banks, exemplifies
successful data harmonization supporting advanced
consumer credit risk analytics. Their migration to a unified
cloud-based data platform demonstrates both opportunities
and challenges:

« Successfully migrated over 90TB of legacy data into a
modern cloud architecture

« Established governed data flows supporting Al/ML
modelling capabilities

« Implemented in-database analytics for real-time credit
risk assessment

« Achieved significant improvements in data quality and
regulatory reporting efficiency

However, the project required substantial investment in
data remediation, staff retraining, and process redesign. The
bank faced integration challenges with legacy systems that
required custom solutions and extended timelines.
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Advanced credit risk analytics:
From regulatory models to agentic intelligence

Advanced analytics have become the cornerstone

of modern credit risk management. While regulatory
frameworks such as IFRS 9 and CECL have driven the
adoption of forward-looking models, the real strategic
opportunity lies in repurposing these capabilities to power
intelligent, adaptive credit risk systems.

Agentic Al—autonomous systems capable of perceiving,
reasoning, and acting on complex data—represents the
next frontier in credit risk transformation. These systems
go beyond traditional predictive models by continuously
learning from customer behaviour, market signals, and
portfolio dynamics to make real-time, explainable decisions
across the credit lifecycle.

Data products as the foundation for

analytics innovation

The effectiveness of these advanced models depends on
the quality, accessibility, and governance of underlying
data. Banks are increasingly adopting data products.

These are curated, SLA-backed datasets designed for
specific business decisions such as credit underwriting,
portfolio monitoring, and risk pricing. Unlike monolithic data
warehouses, data products leverage data virtualization,
contracts, and governance frameworks to deliver
high-quality, integrated data without requiring major
transformation programs. This approach accelerates
innovation by enabling new techniques, such as behavioural
modelling, alternative data integration, and real-time
scoring, while maintaining compliance and auditability.

Strategic capabilities enabled by agentic Al:

» Real-time risk scoring: Agentic systems ingest structured
and unstructured data to dynamically assess borrower
risk, enabling instant decisioning.

« Lifecycle intelligence: Continuous monitoring and
feedback loops allow for proactive portfolio management
and early intervention strategies.

teradata.

» Explainable automation: Al governance frameworks
ensure transparency and auditability, supporting both
regulatory compliance and customer trust.

e Scenario adaptation: Agentic models simulate economic
and behavioural scenarios to inform stress testing,
provisioning, and capital planning.

Business impact:

o Default rate reduction: Agentic Al improves predictive
accuracy, reducing defaults by 15-25% across diverse
portfolios.

e Speed and scale: Decisions that once took days
now occur in milliseconds, enabling scalable lending
operations without proportional risk.

o Customer-centric risk management: Personalized credit
strategies improve customer experience while maintaining
portfolio integrity.

» Risk-adjusted profitability: Enhanced pricing precision
and early warning capabilities drive 10-15% improvements
in risk-adjusted returns.

Agentic Al transforms credit risk analytics from static
compliance tools into dynamic engines of strategic value.
Banks that embrace this evolution will not only meet
regulatory expectations but outperform competitors through
superior risk intelligence and operational agility.
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Operational excellence through credit

risk discipline

Operational excellence in banking increasingly depends
on the precision, agility, and resilience of credit risk
management. While regulatory frameworks have historically
driven process automation and data governance, leading
institutions now leverage these disciplines to build scalable,
intelligent credit risk operations that deliver both compliance
and competitive advantage.

Credit risk discipline, rooted in regulatory rigor, enables
banks to streamline decision-making, reduce operational
costs, and enhance customer experience. The same
controls that ensure regulatory compliance also support
consistent, explainable, and auditable credit decisions
across the lifecycle.

Intelligent automation systems further elevate operational
excellence by autonomously managing credit workflows,
adapting to changing customer contexts, and continuously
optimizing risk strategies. These systems integrate
regulatory logic with business intelligence, ensuring that
operational decisions remain compliant, efficient, and
customer-centric.

Key drivers of operational excellence in
credit risk:

* Process automation: Regulatory-grade automation
reduces manual effort, accelerates decisioning, and
minimizes error rates.

o Dataintegrity: High-quality, governed data supports
reliable credit scoring, monitoring, and reporting.

» Resilience under stress: Risk management frameworks
ensure continuity during economic volatility or
portfolio shocks.

« Agentic intelligence: Al systems autonomously manage
credit processes, learning and adapting to improve
outcomes over time.

teradata.

Business outcomes:

e 30-40% reduction in operational costs through
automated credit workflows.

» Faster time-to-decision with real-time scoring and
monitoring powered by agentic Al.

o Improved customer satisfaction via consistent,
transparent, and personalized credit experiences.

o Enhanced scalability without proportional increases in
operational risk or headcount.

Operational excellence in credit risk is much more than
a byproduct of regulatory compliance; it has become a
strategic capability. Banks that embed agentic intelligence
into their credit risk operations will outperform peers in
efficiency, responsiveness, and resilience.

10


https://www.teradata.com

Technology infrastructure:

Enabling intelligent credit risk through

compliance foundations

Technology infrastructure built for regulatory compliance
is increasingly being repurposed as a strategic platform for
innovation in credit risk management. Banks that architect
their systems to exceed regulatory minimums are now
leveraging these capabilities to deploy agentic Al, real-
time analytics, and scalable credit decisioning across the
enterprise.

Modern credit risk demands cloud-native, microservices-
based architectures capable of ingesting vast volumes
of structured and unstructured data, executing complex
models in real time, and maintaining full auditability. These
same infrastructure elements, originally designed to meet
compliance mandates, now support adaptive, intelligent
credit risk systems that respond dynamically to customer
behaviour, market conditions, and portfolio performance.

Autonomous analytics engines thrive in environments
with robust data governance, API-first integration, and
scalable compute. Regulatory infrastructure provides the
ideal foundation for these systems, enabling banks to build
autonomous credit risk engines that continuously learn,
adapt, and optimize decisions across the lifecycle.

Strategic infrastructure capabilities for
credit risk:

» Cloud-native architecture: Supports scalable, real-time
credit scoring and monitoring.

o API-first design: Enables ecosystem integration for
embedded credit and fintech partnerships.

« Data governance & security: Ensures model reliability,
auditability, and customer trust.

+ Al governance frameworks: Facilitates responsible

deployment of agentic systems in regulated environments.
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Innovation outcomes:

» Real-time credit decisioning: Infrastructure supports
millisecond-level scoring and approvals.

» Embedded credit services: API platforms enable credit
offerings within partner ecosystems.

o Scalable risk intelligence: Agentic Al systems operate
across portfolios without proportional cost increases.

o Future-proofing: Infrastructure readiness for climate risk,
digital assets, and evolving Al regulations.

Technology infrastructure has evolved beyond a
compliance function to play a central role in enabling
intelligent credit risk outcomes. Banks that invest
strategically in these platforms can drive innovation, improve
agility, and build competitive advantage in increasingly
complex and data-driven lending markets.

1
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Global market implications:
Credit risk sophistication as a

competitive differentiator

In an increasingly interconnected and competitive
global banking landscape, credit risk sophistication is
emerging as a key differentiator for institutions seeking

to expand internationally, attract institutional capital, and
serve multinational clients. Regulatory compliance remains
essential, but it is the strategic deployment of advanced
credit risk capabilities, particularly those powered by
agentic Al, that defines market leadership.

Multinational corporations and institutional investors now
evaluate banks not only on pricing and product offerings
but on their ability to manage credit risk consistently
across jurisdictions. Banks with real-time risk intelligence,
explainable Al decisioning, and robust data governance
frameworks are better positioned to win global mandates,
participate in embedded finance ecosystems, and navigate
cross-border regulatory complexity.

Autonomous risk engines enhance global competitiveness
by enabling adaptive, scalable credit risk management
that responds to local market conditions while maintaining
enterprise-wide consistency. These systems support
multilingual, multi-jurisdictional decisioning, enabling banks
to expand into new markets without compromising risk
standards or operational efficiency.

Global credit risk differentiators:

» Cross-jurisdictional consistency: Unified credit
risk frameworks ensure reliable decisioning across
geographies.

« Real-time portfolio intelligence: Agentic systems monitor
global exposures and adapt strategies dynamically.

+ Embedded credit capabilities: API-first infrastructure
enables participation in fintech and platform partnerships
worldwide.

« Investor confidence: Sophisticated risk analytics and
governance attract capital by demonstrating resilience
and transparency.
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Strategic outcomes:

o Market share growth in regions requiring advanced risk
management and compliance capabilities.

e Premium relationship wins with multinational clients
seeking risk reliability over pricing.

o Partnership access to fintech ecosystems demanding
robust credit APIs and governance.

o Capital efficiency through improved risk-adjusted returns
and lower cost of capital.

Global banking success increasingly depends on the ability
to manage credit risk intelligently, transparently, and at
scale. Institutions that invest in agentic credit risk systems
and leverage regulatory infrastructure as a strategic asset
will lead in both domestic and international markets.

12
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Future outlook:

Regulatory evolution as a catalyst for

intelligent credit

Banking regulation is evolving from compliance mandate to
an innovation driver. Emerging frameworks, covering climate
risk, Al governance, digital assets and open banking, are

not just obligations, they represent opportunities to build
intelligent, adaptive credit risk systems that delivers both
compliance and competitive advantage.

Agentic Al as a regulatory advantage

Adaptive Al platforms will play a pivotal role in this
transformation. These autonomous systems can interpret
complex regulatory requirements, simulate future risk
scenarios, and adjust credit strategies in real time. By
embedding agentic intelligence into their credit risk
infrastructure, banks can meet compliance expectations
while accelerating innovation in decisioning and

portfolio management.

Data products as the bridge between
compliance and innovation
Future-ready banks will combine agentic Al with curated
data products. This approach ensures regulatory-grade
data integrity while enabling advanced analytics and
real-time scoring without the constraints of large-scale
transformation programs.

Key regulatory drivers and their strategic impact:

» Climate risk regulation: Requires scenario modelling and
stress testing aligned with sustainability goals.

+ Al governance frameworks: Demand explainable,
auditable decisioning systems for credit scoring and
risk assessment.

« Digital asset compliance: Necessitates new credit risk
models for tokenized lending and decentralized finance.

* Open banking evolution: Enables integration of
alternative data for inclusive and adaptive
credit strategies.
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Strategic imperatives for banks:

« Invest early in agentic Al to meet evolving regulatory
expectations and enable intelligent credit decisioning.

» Design for dual use: Build systems that satisfy
compliance while powering business innovation.

» Embed scenario intelligence: Use regulatory stress
testing frameworks to inform strategic credit planning.

* Leverage data governance: Treat regulatory-grade
data infrastructure as a foundation for scalable credit
risk analytics.

The institutions that view regulatory evolution as a
strategic accelerator, rather than a constraint, will lead the
next era of financial innovation. By aligning compliance
initiatives with advanced analytics and agentic Al, banks
can build resilient, adaptive, and intelligent systems that
outperform in both regulated and competitive environments.

13
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Conclusion

The evolution of credit risk management from a regulatory
obligation to a strategic differentiator marks one of the most
significant opportunities in modern banking. Institutions
that embrace this shift, and leverage agentic Al, advanced
analytics, and regulatory-grade infrastructure, are redefining
how risk is perceived, managed, and monetized.

While regulatory compliance remains essential, the real
value lies in building intelligent credit risk systems that
deliver real-time insights, personalized decisions, and
scalable operational efficiency. These systems not only
meet evolving regulatory expectations but also unlock new
customer segments, improve portfolio performance, and
enable global expansion.

The most successful banks treat credit risk transformation
as a business-wide initiative, integrating risk intelligence
into every customer interaction, product strategy, and
operational process. Autonomous Al systems amplify this
transformation by continuously learning, adapting, and
optimizing decisions across the credit lifecycle.

Strategic imperatives for credit risk leadership:

« Reframe compliance investments as platforms for
intelligent credit risk innovation.

« Deploy agentic Al to enable adaptive, explainable, and
scalable credit decisioning.

« Align infrastructure and data governance with both
regulatory and business objectives.

« Measure success not by cost avoidance, but by risk-
adjusted growth, customer impact, and competitive
differentiation.

The future of banking belongs to institutions that transform
credit risk into a source of strategic advantage. Those that
act now to build intelligent, resilient, and customer-centric
risk systems will lead the next era of financial innovation.

teradata.
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Appendix

Implementation strategy: Building competitive
advantage through compliance excellence
Successful transformation of regulatory requirements into
competitive advantages requires strategic implementation
approaches that maximize both compliance effectiveness
and business value creation. Banks that approach regulatory
projects as business transformation opportunities achieve
superior outcomes compared to those treating compliance
as isolated requirements.

Phase 1: Foundation excellence (months 1-6)
The foundation phase focuses on building regulatory
compliance capabilities that exceed minimum requirements
while creating platforms for competitive differentiation.
However, industry experience demonstrates that foundation
phases often encounter unexpected complexity requiring
timeline extensions and budget adjustments.

Critical success factors and risk mitigation:

Data architecture implementation should prioritize
integration capabilities that support both regulatory
reporting and business intelligence applications, while
maintaining rigorous data quality validation to avoid costly
remediation cycles.

» Basic analytical model deployment should emphasize
model governance frameworks that ensure regulatory
compliance while supporting business applications,
recognizing that model validation typically requires 3-6
months longer than initially projected.

« Process automation implementation should focus on
comprehensive audit trail capabilities that support
both regulatory requirements and business process
optimization, while maintaining operational continuity
through parallel system operations.

Phase 2: Competitive enhancement (months 7-12)

The enhancement phase extends regulatory compliance
capabilities to create competitive advantages across
business functions. This phase carries the highest execution
risk as banks must maintain regulatory compliance while
implementing business applications of new capabilities.

teradata.

Implementation risk management:

» Advanced analytics deployment should leverage
regulatory models for business intelligence while
maintaining strict separation of regulatory and business
model validation to avoid compromising compliance.

« End-to-end process automation requires extensive testing
protocols to ensure that business optimization does not
introduce regulatory compliance gaps.

« Cross-functional integration must preserve existing
regulatory reporting accuracy while enabling new
business capabilities.

Phase 3: Strategic optimization (months 13-18)

The optimization phase focuses on maximizing business
value from regulatory compliance investments while
ensuring ongoing regulatory excellence. This timeline may
be optimistic given the complexity typically encountered in
phases 1and 2.

Realistic timeline considerations: Industry benchmarks
suggest that comprehensive credit risk transformations
typically require 24-30 months for full implementation,
with benefits beginning to materialize in months 18-24.
Executives should plan for extended timelines while
maintaining stakeholder support through interim value
demonstrations.

Measuring success: From compliance cost to
business value

Successful transformation of regulatory pressure

into competitive advantage requires comprehensive
measurement frameworks that capture both regulatory
compliance effectiveness and business value creation
across multiple dimensions of bank performance.
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Regulatory excellence metrics:

« Examination ratings and regulatory feedback
demonstrating compliance leadership

Audit findings reduction and resolution speed compared to
industry benchmarks

Regulatory reporting accuracy and timeliness exceeding
minimum requirements

Model validation success rates and governance framework
effectiveness

Business performance indicators:

« Customer acquisition and retention rates in competitive
segments

« Cross-selling success rates driven by enhanced customer
intelligence

« Operational efficiency improvements through process
automation and data quality

« Revenue generation from partnerships enabled by
regulatory infrastructure excellence

Strategic value creation:

» Market share growth in segments requiring sophisticated
risk management

« Premium pricing achievement based on service excellence
and reliability

 International business development success leveraging
regulatory capabilities

« Investor confidence and cost of capital improvements
based on risk management excellence

Risk-adjusted performance assessment: Success
measurement must account for implementation risks and
opportunity costs. Industry benchmarks suggest that
successful regulatory-driven transformations achieve positive
ROI within 36-48 months, though initial performance may be
negatively impacted during implementation phases. Key risk
indicators include regulatory compliance maintenance during
transformation, customer satisfaction metrics during system
changes, and staff productivity measures during training and
transition periods.
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Case study: Global bank: Fraud prevention and
behavioural analytics

A major global bank’s implementation of behaviour-based
risk prevention systems demonstrates both the potential and
complexity of advanced analytics applications.

Results achieved:

» System processes over 250,000 unique customer journeys
per hour in real-time

« Prevents approximately 70% of detectable fraudulent
activities

« Generates annual savings of approximately $100 million

» Provides real-time risk monitoring capabilities across
multiple channels and products

Implementation realities:

» Required 30-month implementation timeline across
multiple business units

« Faced significant technical challenges integrating real-time
analytics with legacy transaction processing systems

« Needed extensive staff retraining and process redesign to
utilize new risk intelligence effectively

« Encountered initial false positive rates that required
continuous model refinement over 12-18 months

The case illustrates that while advanced risk analytics
can deliver substantial value, success requires patience for
extended implementation timelines and tolerance for initial
performance optimization periods.

The most successful implementations demonstrate
clear return on investment where regulatory compliance
investments generate business value that significantly
exceeds compliance costs while positioning banks for
sustainable competitive advantage in evolving markets.
However, realistic expectations for implementation timelines,
budget requirements, and performance optimization periods
are essential for maintaining stakeholder support throughout
transformation initiatives.
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