
     

 

Risk Mana gement  Associat ion  

 

 
Each new year brings with it the hope for a better economic 
environment to positively impact all of our lives.  As members 
of the financial industry, we know that it takes a lot more.  
RMA provides some very pertinent tools to make the differ-
ence:   
 
 

Extremely cost-effective programs right here in Northeast Ohio, such as our 
next event on March 6th with the author of BROKE: America’s Banking 
Systems: Common Sense Ideas to Fix Banking in America, Richard Par-
sons.  There is no better value to access someone like Mr. Parsons with his 30 
years experience at Bank of America, who will share his perspective on con-
crete methods to make the positive changes we are all looking for in the indus-
try. 
 
Educational classes to cure your cabin fever, the next one being held in Cleve-
land on April 8th for Global Cash Flow where you will learn to estimate the 
probability of loan repayment from a business entity as the borrower and the 
individual who owns that business as guarantor. 

 
In-person conferences like RMA’s Governance, Compliance, and Operational 
Risk Compliance Conference on May 7-8th in Cambridge, MA; and 

 
An audio-conference series from the comfort of your nice, cozy office during 
arctic blasts, the next one being held on May 13th entitled ‘Stress Testing: De
-Mystifying Stress Testing – It’s Not Just For The Big Guys Anymore’;  

 

 

Make membership in the Northern Ohio RMA Chapter part of your new year’s 
resolution – whether new or renewed, it will provide you with the access to many 
tools, events, and networks that will help you positively impact your organization.  
RMA is a great way to make it a good year!   

 
 
 

 

Rick 

Richard A. Wilson, President 
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Visit us on Linkedin – 

RMA Northern Ohio 

 

View upcoming events 

on our group page -

RMA Northern Ohio 

Chapter 

 

 

 

 

 
COMING IN MARCH: 

 
Author, Richard J. Parsons 

 
On 

 
Common Sense Ideas to 
Fix Banking in America 

(see page 3) 
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2013-14  BOARD 

PRESIDENT 
Richard Wilson 
Federal Reserve Bank 
Richard.A.Wilson@clev.frb.org 
 
VICE PRESIDENT 
Donald Miehls, Esq. 
Walter Haverfield LLC 
dmiehls@walterhav.com 
 
2ND VICE PRESIDENT 
Mary Martin 
KeyBank 
Mary_Martin@keybank.com 
 
SECRETARY 
James Horner 
PNC 
James_Horner@PNC.com 
 
TREASURER 
John Hecker 
KeyBank 
John_Hecker@keybank.com 
 
PROGRAM CHAIR 
Kristyn McGlynn, RMA-CRC 
KeyBank 
Kristyn_L_McGlynn@keybank.com 
 
EDUCATION CHAIR 
Steve Skaggs 
Peoples Bank 
Steven.Skaggs@pebo.com 
 
MEMBERSHIP 
Andrew Lamb 
KeyBank 
Andrew_Lamb@keybank.com 
 
YOUNG PROFESSIONALS 
Beth Henry 
Bank of America 
Beth_Henry@boa.com 
 
ADVISORY BOARD 
Nicol Halishak, RMA-CRC 
FirstMerit 
Nicol.Halishak@firstmerit.com 
 
ADVISORY BOARD 
Sharon Weinstein, RMA-CRC 
PNC 
Sharon.Weinstein@pnc.com 
 
BOARD MEMBER 
Mark Meder 
Federal Reserve Bank 
Mark.S.Meder@clev.frb.org 
 
CHAPTER ADMINISTRATOR 
Linda Russell 
KeyBank 
Linda_A_Russell@keybank.com 
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WELCOME TO OUR NEW MEMBERS! 
Mike Stoner, JPMorgan Chase 

Christopher Finan, KeyBank 

Jamie Kortan, KeyBank 

Craig Sippola, KeyBank 

Dave Spence, KeyBank 

Swaroop Yalla, KeyBank 

Aykut Zeren, KeyBank 

M E M B E R  S P OT L I G H T  

Your Name:      Ashley Hillow 
 

City you live in:   Copley, OH 
 

Employer:     FirstMerit Bank 
 

Top 2 or 3 Risks You Focus On:    Credit risk/quality, macroeconomic risk and 
industry risk. 
 

Why Are You An RMA Member?:    To further my risk management knowledge 
and stay current on industry trends. 
 

What is the best career advice you received:   Be honest and up front. 
 

What is the best book you read lately?    Blink by Malcom Gladwell 
 

Contact Information:   ashley.hillow@firstmerit.com 

 

 
E D U C A T I O N A L  C L A S S E S — R E G I S T E R  N O W !  

 

 

The following educational classes are scheduled to be hosted by the Northern Ohio Chap-

ter.   Registration information is posted on our website:  http://community.rmahq.org/

NorthernOhio/Home 

RMA is celebrating their 100th anniversary and is passing on savings to its members.   This 

is a member’ only discount (professional members and anyone who works at a member 

institution qualify).   Associate members will still be able to receive the Associate discount 

in addition to the $100 promotional discount. 

 
Those interested in registering can call Customer Care at 1-800-677-7621 and mention the 
special code to receive the discount using the special promotional code:  RMA100.   You 
will receive $100 off your registration fee. 
  
Global Cash Flow (Event #336514-14)  Advanced Real Estate Cash Flow 
April 8, 2014—Cleveland, OH   and Valuation (Event #307707-14) 
      May 19, 2014—Akron, OH 
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FEATURE PRESENTATION 

 

Author, Richard J. Parsons  
 

on  

 

 

 
 

THURSDAY, MARCH 6TH  
REGISTRATION 11:15 AM  

LUNCH AND PROGRAM: 11:30 AM—1:00 PM  

 
Using his unique approach to industry research, Parsons discovered the real reasons why more than 3,000 
banks have failed over the past three decades. He offers common sense solutions to fix the U.S. banking sys-
tem.  
 
Parsons is a frequent contributor to the American Banker and The RMA Journal. On October 21, 2013 the Wall 
Street Journal published his article, ―Sending a Bad Message to Big Banks‖, while also citing the article in their 
lead editorial of the same day. The WSJ article led to an appearance on CNBC’s ―Closing Bell.‖  
 
As a speaker, Parsons addresses several themes from his book. Topics of recent speeches have included: 
―Unintended Consequences (how banking went off track), ―The Road Ahead‖ (a perspective on the key op-
portunities and challenges bankers face between now and 2020), and 10X Risk Management for Bankers (an 
overview of the need for bankers and directors to major in the major and not miss the big stuff that kills 
banks).  
 

Prior to writing and speaking about the banking industry, Parsons spent more than 31 years at Bank of Ameri-
ca. Parsons has a BA in history from Ohio Wesleyan University and an MBA from the University Of Virginia 
Darden School Of Business. 

 

 

Limited Seating Available 
 

 

RMA Members On-Line Registration: 

https://www.paypal.com/cgi-bin/webscr?cmd=_s-xclick&hosted_button_id=8BNTECES7EZKL 

 

 

Non-Member On-Line Registration: 

https://www.paypal.com/cgi-bin/webscr?cmd=_s-xclick&hosted_button_id=CUXLKZHG5KMP6 

 

 

Sponsored by 

 

 
 

https://www.paypal.com/cgi-bin/webscr?cmd=_s-xclick&hosted_button_id=8BNTECES7EZKL
https://www.paypal.com/cgi-bin/webscr?cmd=_s-xclick&hosted_button_id=CUXLKZHG5KMP6


  

 

The Birth of  RMA 
 

 The Risk Management Association is marking the 100th year of serving its members.  The official observance, beginning at this year’s 

Annual Risk Management Conference in Philadelphia (November 17-19), will continue through and beyond the 100th anniversary 

date—June 25, 2014.   Throughout the celebration, The RMA Journal is highlighting key moments in RMA history . 

 

Year on Timeline: 1914 

 

Headline: RMA Expands Its Mission, Makes a ‘Statement’ 
 

The idea on which The Risk Management Association was founded a century ago was basic yet brilliant: Having 
lenders share credit information and banking tips would reduce the risk for all.   

 

But once the lines of communication are opened by an entity such as RMA, why not use them to disseminate the 
latest statistics and data, thereby furthering the pursuit of sound banking practices? 

 

That was what Freas B. Snyder proposed, more or less, back in 1919. Five years earlier, RMA—then known as 
―The Robert Morris Club of the National Association of Credit Men‖—was born (see the October RMA Journal). 
With the group still in its infancy, club president Snyder proposed that it expand on its mission, which at that time 
was largely focused on promoting ―good fellowship.‖ 

 

In a letter to the early membership, Snyder envisioned something more: an organization that could provide crucial 
information not just on individual borrowers, but about wider trends and statistics. With such knowledge at their 
fingertips, bankers could see how a prospective borrower’s financial situation compared to others in an industry 
and how a loan was bound to turn out, statistically speaking.  

 

Snyder said such an approach would have widespread appeal and be as relevant to ―the Richmond banker as his 
brother in Chicago.‖  

 

Another RMA pioneer was instrumental in making the data Snyder envisioned available. In March 1919, longtime 
RMA leader Alexander Wall published ―Study of Credit Barometrics‖ in the Federal Reserve Bulletin. A Harvard-
educated banker, Wall was secretary-treasurer of The Robert Morris Club—akin to a modern-day RMA CEO—
from 1915 to 1944. (After his death in 1957, then-RMA Executive Manager Lawrence T. Knier said, ―The general-
ly accepted tools, techniques and standards of the bank credit executive … reflect in their modern recognition 
[Wall’s] zeal for their understanding and adoption.‖)   

 

In Wall’s Fed piece, he discussed the concept of averaging metrics across a sample of financial statements. Wall 
introduced seven ratios and listed 30 types of industries for categorization—creating a predecessor to the SIC and 
later NAICS codes that would be used for industry classification.  

 

His goal was to separate the qualitative aspect of credit from the quantitative metrics derived from comparing the 

statements. By devising a benchmark, he said, a lender could compare the financial statement of a borrower to a 

standardized data set and begin to ask questions surrounding the financial health of the company. 

. 
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The Birth of  RMA (continued) 

 
The effort developed into RMA’s Annual Statement Studies, the compilation of data that comes from the financial 
statements of companies. The data is used not just by bankers, who scour it for information before making 
lending decisions, but also by nonbanking professionals and academic institutions. The series, first published in 
1925, remains one of RMA’s most popular and best-known products. These days, it consists of two publica-
tions: Financial Ratio Benchmarks—derived from 250,000 statements of financial institutions’ borrowers and pro-
spects—and Industry Default Probabilities and Cash Flow Measures.  

 

RMA’s other data-collection efforts include peer-directed studies and research that advance industry best prac-
tices in measuring and managing risk. The results of pooled data research and product offerings help institu-
tions develop better borrower or portfolio strategies and improve the accuracy of their models.  

 

Despite such numbers-based projects, RMA has remained committed to building and fostering relationships 
among its members. That statistical wunderkind himself, Alexander Wall, noted the importance of the personal 
touch in 1921: 

 

 ―The germ from which our present organization has developed lies in the idea that a better cooperation be-
tween bank credit departments would develop as the heads of the credit activities in banks could be brought 
together occasionally in personal contact,‖ he said. ―There is no doubt in my mind that this establishment of 
the personal element has been of the very greatest importance and the main strength and value of our organiza-
tion.‖  
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Northern Ohio’s RMA Chapter has accepted the new Guiding Principles. Many THANKS to former Chapter 
President, Jim Horner, and current Vice President, Don Miehls, for their diligence in building this frame-
work for our next 100 years! 

 

 Future Event:  The Chapter General Membership Meeting to vote on next year’s local chapter board mem-

bers.  If you are interested in nominating next year’s board members, contact Richard.A.Wilson@clev.frb.org. 
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Northern Ohio RMA Chapter President, Rick Wilson, met with Aaron Steinberg, Executive Editor 
of  The Bank Safety & Soundness Advisor, to discuss elements of  a successful ERM implementation. 

 

6 Tips for Successful ERM Implementation 

When implementing a complicated, transformational process like Enterprise Risk Management (ERM), it helps 

to know what your peers are doing right – and not so right. One person who has seen, first-hand, how lots of 

banks have managed their ERM implementation is Richard Wilson, the Senior Bank Examiner for the Federal Re-

serve Bank of Cleveland. This week, Wilson spoke with the Bank Safety & Soundness Advisor about the state of ERM 

implementation and how banks –and smaller banks in particular – can plan a successful ERM implementation. 

So, what does it mean to implement ERM well? Banks with strong, young ERM programs are banks that plan 

ahead, anticipate future program needs, and standardize the risk reporting process, Wilson says. In other words, 

they’re getting the details and the timeline worked out before they get too deep into an ERM project. Here, accord-

ing to Wilson, are some specific steps banks can consider in order to improve their ERM implementation success, 

too. 

1. Draft a good project implementation plan.  

Don’t just jump into ERM without understanding the broad outline of the entire implementation project, Wilson 

says.  

―Banks need to focus on a good implementation plan, which includes project milestones, a timeline and periodic 

reporting to the board so board members can see how the project is progressing,‖ he says. ―I’ve seen organizations 

struggle to implement ERM. But when you have a sound plan in place and a timeline, you can keep track of the 

program and move it forward.‖ 

Wilson recommends that banks break implementation into two broad phases. 

The organizational phase.  

Here is where you set the details for your project, Wilson says. Focus on risk governance and the risk gov-

ernance policy. What will it look like? How will it evolve? In this stage, work to win support for the project 

from management and the board, establish the reporting structure and risk management leadership.  

The measurement and management phase.  

In this phase, bankers get a little more granular. Here is where you’ll put together the risk management 

framework, establish the risk management hierarchy and design the risk report format. Here, also, is where 

bankers should set risk control. 

2. Design a quality risk appetite statement.  

The statement ―does not need to be large, but it does need to be clear,‖ Wilson says. What’s most important, 

however, is that the document connects the bank’s strategic and organizational goals with the key risk metrics the 

bank has decided to track, he adds. 

The point of ERM is to understand and manage the interrelationship of bank risk and bank goals. A good risk 

appetite statement needs to make this connection explicit, Wilson says. He recommends that the statement include 

the bank’s chosen key risk indicators (KRIs) – for forward-looking risk – and key performance indicators (KPIs) – 

which provide a historical view. What’s important, however, is that indicators relate directly to the strategies of the 

organization. 
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3. Standardize your metrics.  

ERM programs need a uniform risk identification and assessment process, Wilson says. Why? Because all of your 

risk information, collected and quantified in and among all the various business lines at your bank, will need to be 

combined into a cohesive, accurate and actionable bank-wide risk report. Without a common risk language in 

place, that bank-wide report will be anything but cohesive, accurate or actionable. 

―Organizations should understand their risk universe and where the risks are,‖ Wilson says. ―They should also 

consistently assess and report risk across business lines. And all those business lines, however structured, need sim-

ilar terminology, risk ratings definitions and risk rating criteria.‖ 

This is easier said than done, says Wilson, who has come across banks that use what they consider standardized 

KRIs and assume they’re getting uniform risk information from all corners of the bank. Those banks found, once 

they dug a little, that the business lines were not measuring the KRIs the same way. And bank reports were not as 

reliable as the bankers thought. 

―To the extent that you can, apply KRIs and KPIs across business units with a uniform assessment,‖ he says. 

―This is what allows you to take individual business line assessments and roll them up into a corporate risk profile. 

Sometimes you have organizations that measure KRIs differently across the business lines, so in the end, when 

they roll that information up [into a bank-wide report] you aren’t getting the analysis they think they are.‖ 

Risk definitions, too, need to be uniform. 

―It’s also helpful to take things one step further and determine what, for example, high, medium or low risk 

means,‖ he adds. ―Risks like legal risk and operational risk can have a lot of subjectivity. The goal is to make these 

risk metrics as uniform as possible. That will help to make a better, more accurate corporate risk profile.‖ 

4. Plan for tomorrow’s MIS needs. 

When it comes to planning for management information system [MIS] needs, many banks fail to think ahead, 

Wilson says. But banks can outgrow simple MIS quickly. Those that put the simplest systems in place can end up 

with big headaches just a handful of years into an ERM program. 

―A lot of organizations just don’t give MIS much consideration,‖ Wilson says. ―They’ll go in and decide to start 

with an Excel product, put together a spreadsheet, break it out for each business line. This can work fine for a 

small, non-complex community banking organization; but as organizations grow or become more complex, indi-

viduals in the risk function can spend exorbitant amounts of time entering risk information manually into the cor-

porate risk report – and they may be supplying subjective judgment to that information as they enter it.‖ 

In other words, cheap, scaled down MIS may seem like a wise financial decision now, but it can turn into a 

workflow nightmare. Banks can end up paying risk officers to do little more than data entry and, in doing so, add-

ing unnecessary opportunities to inject error into the system. 

This is particularly common to smaller banks who have enlisted someone who already has a significant role at 

the bank – as chief auditor, CEO, or CFO for example – to serve as the chief risk officer, too, Wilson says. 

―Many banks like this have risk assistants or analysts supporting the chief risk officer and I’ve seen examples of 

banks where, for these people, data entry is a full-time job,‖ he says. ―If you have 12 business lines and quarterly 

risk reports, someone will have to go in, manually, to consolidate all this information. And hopefully, they’re per-

forming a data check to see if the data is accurate. It takes a lot of time to do that.‖ 

The lesson here is to plan ahead with your MIS needs. 

―Whether you develop a MIS internally or purchase one from a vendor, you have to make sure it supports your 

needs not just today, but later, too,‖ he says. ―You don’t want to have to change your system in two or three years. 

What you have may not be sophisticated enough. 
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5. Make board reports clear and concise.  

Banks new to ERM tend to put a lot of data into board risk reports, Wilson says, but the risk management func-

tion has to communicate top risk information to the board with quickness and concision.  

―When it comes to risk reporting, banks have to ensure that the report draws out what the top risks are – the 

true risks that the board needs to focus on,‖ he says. ―The reports have to extrapolate the risk and what boards 

need to know about that risk. You don’t need a 200-page book on every risk and KPI. Directors will get over-

whelmed.‖ 

When he examines banks with ERM programs, Wilson employs what he calls the 20-minute test.  

―I’ll take a board risk report and spend 20 minutes looking at it,‖ he says. ―I’m a professional in risk manage-

ment. If, with all my experience, I can’t understand what the top-five risks are after 20 minutes, then the report is 

not structured well enough and isn’t bringing out the right information. The risk needs to be expressed clearly.‖ 

 

6. Audit ERM.  

ERM programs are designed to monitor risk across the entire bank, but many bankers forget that the ERM pro-

gram, itself, needs to be monitored, too. And audit is the appropriate function for the job.  

―As ERM programs are being developed and established, banks need to make sure that they’re reviewed for ef-

fectiveness, but this is often overlooked,‖ Wilson says. ―If you have a new area in the bank and it’s setting policy 

and requiring management’s time or changing organizational culture, you want to get that area on the audit sched-

ule. You may not choose to review it annually, but maybe within a two- to three-year period. You don’t want to set 

a program up, only to have audit come in five years later and conclude that it’s not working.‖ 

Also, Wilson adds, if your CRO is also your chief auditor, the ERM audit will need to be outsourced. 
 
 
 

The views stated herein are Wilson’s and not necessarily those of the Federal Reserve Bank of Cleveland or of the Board of Governors of the 
Federal Reserve System.  This article was written by Aaron Steinberg, Executive Editor of The Bank Safety & Soundness Ad-
visor, which provides independent, executive intelligence on bank exams, enforcement, and risk management.  This arti-
cle was reprinted with permission from The Bank Safety & Soundness Advisor.   www.banksoundness.com 
 

http://www.banksoundness.com


     

 

RMA CREDIT RISK CERTIFICATION 
 

In today’s rapidly changing financial services industry, you need practical day-to-day knowledge that will help 
you excel in your profession.  You need the latest skills—skills that are current and complete.  And you need 
the demonstrated ability to serve a diverse base of clients.  Plus, you need all of your knowledge, skills and abili-
ties to be validated by a respected organization like RMA. 
 

RMA-CRC will: 

Confirm your credit risk management expertise based on RMA’s long tradition of developing and promo-
tion best practices in the industry. 

 

Demonstrate your commitment to the highest professional standards in credit risk management to your 
peers, your customers, and to the upper management of your institution. 

 

Enhance your personal and professional value within the world of credit and lending. 
 

Provide you with the feeling of personal achievement and the satisfaction of mastering an exam developed 
by the best credit management practitioners. 

 

Objectively benchmark your credit risk knowledge.  Show your ongoing commitment to staying current.   
Differentiate you from your peers. 

 

CRC examinations are offered two times a year.      

 

For more information go to:   www.rmahq.org/CRC   
 

OR  
 

Contact Nicol Halishak, SVP, CRC at:   nicol.halishak@firstmerit.com 

Highlights the current issues and trends in the credit 
risk management arena.   Participants have the oppor-
tunity to hear from seasoned industry experts and en-
gage in lively discussions on the topics that matter most 
today.    

Upcoming dates are the following: 

 

March 11, 2014 

April 22, 2014 

May 13, 2014 

June 10, 2014 

 

Go to www.rmahq.org for registration information. 

 

 Our chapter presents opportunities for individuals 
to get involved.   Chapters rely on the talents of vol-
unteers to stage many of their programs, conduct 
membership development efforts, and promote the 
ideals of the Association.  

 

To find out more about how you can get involved in 
our chapter, please contact Richard Wilson, Presi-
dent of RMA Northern Ohio Chapter at Rich-
ard.A.Wilson@clev.frb.org. 

 

Want to become a member or RMA Northern Ohio 
Chapter—please contact Andrew Lamb, Member-
ship Chair at Andrew_Lamb@keybank.com 

Credit Risk Management Audio Conference Series Get Involved!!! 
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RMA is a not-for-profit, 

member driven profes-

sional association 

whose sole purpose is 

to advance the use of 

sound risk principles in 

the financial services 

industry. 

 

RMA promotes an en-

terprise approach to 

risk management that 

focuses on credit risk, 

market risk and opera-

tional risk. 

 

Contact us via e-mail 

at: 

rmanohio@gmail.com 
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Traditionally, financial institutions begin working to reduce borrower or credit risk 
after one of two events has occurred: 1) Loans or borrowers are placed on the watch 
list, or 2) a random review results in a credit-rating downgrade. Loans are typically 
placed on the watch list only after an undeniable trouble indicator (such as becoming 
90 days past due) has surfaced. Once it has, the situation has already deteriorated, 
and the chances of a successful resolution have diminished. Meanwhile, a random 
rating downgrade usually offers more time to work out a problem credit, but the 
random nature of a small sample means that other problem credits can be over-
looked.   

The good news is that a rules-based early warning system (RBEWS) can help identify 
borrowers at risk of default. Being rules based, the system can be automated, so a 
meaningful portion of the portfolio can be reviewed much more frequently, increas-
ing a bank’s ability to identify risk and respond accordingly. 

A big picture is required to implement an automated RBEWS. To gain this big pic-
ture, financial institutions must establish the following: 1) a set of rules (models) that 
accurately predict at-risk borrowers and credits, and 2) systems and tools for gather-
ing the necessary data and performing the analysis. 

In addition, the systems and tools must display the results of the analysis in formats 
and reports that provide users with actionable data and insights. 

 

Big-Picture Need No. 1: Creating the Models 

At the end of the day, an RBEWS is a model (or set of models) that predicts in-
creased risk of default. Models require inputs, however, which can create uncertainty 
and hesitancy among bankers who don’t have rigorous modeling experience. The 
question becomes, ―Where to start?‖ Fortunately, every bank has developed a list of 
such inputs— or risk characteristics—over its history. These risk characteristics or 
predictors of default have been incorporated into the bank’s credit policies. Exam-
ples would be a reduction in the debt service coverage ratio, an increase in line utili-
zation, and overdrafts. To test a specific characteristic, the analysis will compare it 
against a sample of both performing and nonperforming loans. For instance, if an 
overdraft is present in 70% of the nonperforming loan sample versus only 4% of the 
performing loan sample, overdrafts can be considered an indicator of increased risk. 
Conducting this type of analysis is not a trivial task. But once the required data has 
been collected, the analysis itself becomes a mathematical exercise. The challenge for 
most financial institutions lies in collecting the data for the analysis. 

 

To read this article in its entirety, please visit our website: http://www.rmahq.org/
tools-publications/the-rma-journal. 

Follow The RMA Journal on Facebook or Twitter  

How to Implement a Rules-based Early Warning System 

Financial institutions can get a jump on identifying risks and reducing 
losses with a rules-based early warning system. But how it is created and 
monitored is key.  
 

By James Hartzog.  

http://www.rmahq.org/tools-publications/the-rma-journal
http://www.rmahq.org/tools-publications/the-rma-journal
http://www.facebook.com/thermajournal
http://twitter.com/thermajournal

