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The Netherlands |

SecondFloor and Algorithmics
build ‘quantum leap’ platform
for ING Global Insurance Risk

SecondFloor , Algorithmics and ING Corporate Insurance Risk Managem ent

Services | Solutions | Sourcing

Floor
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When two ING risk management executives
were driving back from Brussels to
Amsterdam in 2005, they were discussing
the following: “What about if we could
shorten the reporting time we need to about
ve working days instead of the present
nine weeks?” Moreover, since this was not
possible using the existing IT solutions,
they decided to develop a completely new
solution for this purpose.

SecondFloor, Algorithmics, and ING
Corporate Insurance Risk Management
(CIRM) jointly developed ECAPS, a platform
for risk management, and ING CIRM

are the winners of the 2007 Banking & Finance ICT Innovation Awards for the

Netherlands. They jointly built an innovative new risk-reporting pla tform for ING

Global Insurance Risk that provided this business with a head start over it s

competitors.

reports are distributed to the Executive
Board of the ING Group, and also to

other internal and external parties (i.e.
stakeholders at both local and global level)
who use them for optimal value and risk
management within ING Insurance.

The ECAPS solution (based on the input
from the business unit) offers more timely
reporting on risks. Moreover, since this
solution is developed so that the data used
is traceable, the truly innovative result is
auditable and also SOX-compliant. ECAPS
thus provides ING with a more ef cient and

implemented this platform in more than thirty auditable method of risk management for

countries where it operates.

ECAPS creates replicating portfolios in

a unique, fully-automated manner with
complete end-user interaction at local
business level for economic scenario-
dependent insurance asset and liability cash
ows. The replicating portfolios are used

to create reports on the risk pro le and
required solvency capital for ING. These

S

all insurance assets and liabilities, and also
takes ING’s insurance risk management to
a more common basis with banks, asset
managers, and many other ‘best practice’
risk management rms.

The ECAPS solution is a customized IT
application, where both the front end and
the back end are completely Intranet-based.

This application is built by SecondFloor (a
Dutch company), and the economic scenario
generation, simulation, and scenario-based
optimization technologies in the Algo Risk
Solution are provided by the Canadian/UK-
based developer , Algorithmics.

Doug Caldwell, ING CIRM’s Manager
states: “The framework of this solution
automates the core business processes

by managing auditability, administration,
and data ow throughout the process. The
input used by the system is the cash ow of
the local insurance businesses. While we
did not make ve days a target, we cut the
reporting time by 60% and at the same time
increased the available risk information by
more than 1000%. “

ECAPS calculates a set of replicating
portfolios consisting of standard nancial
instruments. The system uses these
portfolios to calculate Value-at-Risk and

to report Economic Capital (EC) gures,
and also performs nancial market risk %



analysis. The platform’s replicating portfolio
technology enables a standard methodology
to be developed in order to consistently
analyze the risk pro le of any set of
insurance assets or liabilities from any of the
varied insurance businesses of ING.

SecondFloor also developed a ‘Sandbox'’-
functionality for the end-users so that they
can perform trial calculations and review
results.

The success of ECAPS is dif cult to
precisely measure in pure nancial

returns. The auditable and SOX-compliant
processes and the ability to simultaneously
update more than 40 ING business units
worldwide cannot be expressed in terms of

money. On the other hand, the managers
who envisioned the system are more than
pleased with the results and think that the

development approach and is based on the a system that can provide 24/7 availability
Uni ed Process.” and can handle huge amounts of data from
global end-users who require high usability
The platform is a comprehensive two-way standards. For reporting purposes, a Java
communication system with Algo Risk and reporting engine was also integrated in

platform offers them more than they initially
expected, leading to improved operational
ef ciencies and the opportunity to lower

the cost of capital due to greater risk . . . ) Jan 08
o has a service-oriented architecture. The  order to generate reports, and provide
management capabilities. . . . . . - . 47
enterprise service bus implementation for powerful reporting capabilities with
i . the SOA provides integration, queuing maximum exibility.
Wouter Scheele, Technical Architect . . . . . .
. and load balancing functionality for the By implementing this system, ING Global
at SecondFloor states: “The enhanced ) ) )
. ] services. Data is exchanged between Insurance Risk has made a quantum
automation and control environment has . . . . . )
the systems in ASCII, binary and XML leap in terms of its IT infrastructure. This

enabled ING to disclose EC results for . : . . .
formats. The system is designed with a platform will not only have a lasting impact

multi-tier architecture in accordance with  on the business, but has also attracted the
J2EE design principles and industry best  attention of many other companies in the

. . . practices. SecondFloor has thus delivered nancial arena.
established a solid basis for future Solvency

the rst time, to signi cantly reduce risk
reporting time, and to allow instant access
to global market risk data. It has also

Il requirements, and will potentially also
act as a platform that will enable insurers . .

i P : SecondFloor Algorithmics
to satisfy IFRS Phase Il accounting

requirements.” . . . ) .
SecondFloor is a rapidly expanding IT ~ Founded in 1989 and acquired by the

company that is based near Schiphol Fitch Group in 2005, Algorithmics is
International Airport. Its team has ac-  the world’s leading provider of enter-
quired signi cant expertise in the nan- prise risk management solutions. With
cial services industry and is fully con-  more than 700 risk professionals in 18
versant with the speci c IT needs of its of ces around the world, Algorithmics
clients. has successfully completed a large
number of installations in more than 30
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Technical details

Doug Caldwell also states : “The ‘enterprise’

solution incorporates all ING Group Security

guidelines and uses a completely role-based
JAAS (Java Authentication and Authorization
Service) security implementation on a

LDAP directory service. The Intranet )
application was developed in J2EE using the countries.

SecondFloor
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photographic impressions

In the Dialogues House, Amsterdam

www.dialogueshouse.nl

Professor Paul Iske, President of the Dutch Jur

Managing Director of Dialogues Houseg
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