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IRB MODELS

to repay [...] the loan taken out, together with interest and fees
the risk that a transaction counterparty will fail to meet 

through 

parameters

VALIDATION OF IRB MODELS

assess the 
model’s performance
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model management

performance metric samples

to assess the core model performance
application test samples

INTRODUCTION TO THE USE OF MACHINE LEARNING

institutions have made the strategic decision to move away from 
using ML in regulatory areas

Models

other areas
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purposes

ongoing validation

PERMISSIBILITY OF USING MACHINE LEARNING

other validation tools

validation methods [...] are appropriate to the nature, degree 

data

USING MACHINE LEARNING TO DEVELOP CHALLENGER MODELS
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discriminatory power than the standard logistic regression method
machine 

in advance

USING MACHINE LEARNING FOR DATA MANAGEMENT

models may not perform correctly

THE RISK OF INSUFFICIENT EXPLAINABILITY

where an institution uses statistical models as part of the 

third parties 
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justifying the model’s result

improvement in predictive power

RISK OF REDUCED PREDICTIVE PERFORMANCE
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the generation of false-positive or 

data drift

concept drift

CONCLUSIONS
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