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Abstract

Economic capital models are getting increasingly complex. An alternate copula-free
approach is presented that uses accounting data and an implicit correlation model to
simplify economic capital calculations. Model simplification leads to robust and stable
models.

A banking case study is used to showcase how the model can be deployed using publicly
available accounting data, capital adequacy, leverage ratios and shortfall tools.

1 Jawwad Ahmed Farid is the founder and CEO at Alchemy Technologies and FinanceTrainingCourse.com.
Over the last 23 years, he has worked with financial services customers and boards as an adviser and
consultant on enterprise risk management. He is the author of Models at Work: A Practioner’s Guide to
Risk Management and An Option Greeks Primer: Building Intuition with Delta Hedging and Monte Carlo
Simulation Using Excel, both published by Palgrave Macmillan.



