Invictus has developed the only forward-looking stress testing and strategic planning model
able to forecast a bank’s post stress Tier 1 capital level, and which is currently in use by
regulators. This unique methodology, known as the Invictus Capital Assessment ModelTM (or
ICAMTM) is a sophisticated yet very practical model that mirrors how and when a bank would
recognize and perform under the consequences of stress.

The Power of ICAM
The ICAM process offers much more than simply being able to predict expected future levels of
Tier 1 Capital:
Timing Issues
The ICAM helps predict the timing of changes to the bank’s portfolio, allowing management
time to take corrective actions as necessary.
Competitive Positioning
It is critical to understand a bank’s position within its competitive framework. Because Invictus
runs stress tests on every FDIC-insured bank using consistent assumptions, it allows for
accurate comparisons of all a bank’s competitors on an "apples to apples" basis.
Minimizing Mandated Regulatory Capital and maximizing Unrestricted Bank Capital
The ICAM helps bank executive management navigate the complicated road of presenting the
bank’s true picture to regulators, helping to minimize the Mandated Regulatory Capital (MRC).
This effectively increases Unrestricted Bank Capital (UBC) which can be deployed in asset
growth or other corporate endeavors to increase profitability.
Asset Reallocation
As loans are retired or written off, in the current economic circumstances there are fewer
opportunities to replace them. How a bank redeploys its assets over time is critical to its
earning potential. The ICAM methodology automatically tracks asset redeployment and its
impact on a bank, allowing management to proactively address this critical issue.
Impact on Earnings
Expected future earnings can be properly evaluated only when the impact of changes to the
asset portfolio are taken into account. Changes to the asset portfolio can be due to the
degradation of loans, but also are due to redeployment of capital into different loan classes,
given the bank’s competitive position and the economic performance of its region. This is
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exactly what the ICAM does, incorporating key drivers of earnings such as changes in NonPerforming Assets and asset reallocation issues into the model.
Liquidity Factors
While liquidity itself does not have an effect on Tier 1 capital, the liability structure can have an
enormous effect the closer a bank is to having a sustainability problem. Liability structure also
impacts a bank’s competitiveness and growth. Invictus stress tests automatically adjust for the
expected impact of liabilities according to the asset mix, potential stresses and reallocated
assets.
“What if” Scenarios
The ICAM can easily evaluate multiple possible scenarios. When we work with banks to create
customized stress test analyses, it allows bank executive management and directors to assess
risk factors under a variety of potential situations. These customized tests help them to manage
risk and proactively to develop strategies for each scenario.
Provisioning Adequacy
The ICAM anticipates provisioning needs based on expected changes at the customer level,
providing a guideline for evaluating current provisioning strategies.
Impact on Leverage
The accurate forecasting of a bank’s capital needs is critical to regulatory compliance and
financial success. Excess capital means less leverage, fewer earning assets and therefore, less
profit.
Enterprise Value
The ICAM provides the foundation for evaluating a bank’s true value, which cannot be
determined without first recognizing the impact of expected deterioration in the existing loan
portfolio.
Litigation Risks
The ICAM provides the foundation for evaluating a bank’s potential liability risk. The ICAM can
identify multiple secondary factors which impact a bank’s potential for shareholder-driven
lawsuits or other legal action.
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Acquisition Targeting
Because we stress test every bank in a regulatory region, the ICAM can easily identify potential
acquisition targets. The ICAM provides an evaluation of those targets on a post-stress basis,
permitting the acquirer to quickly triage targets before formal due diligence.
Combined Entity Analysis
The ICAM can evaluate the post-stress impact to the combined entity, allowing significant
insight to the longer term impact of any potential acquisition.

The ICAM in Action
Two examples of ICAM output:
1. Post-stress Capital position:
The pre-stress graph below depicts a peer group selected by an external rating agency.
Note that in the first graph, representing their current capital positions, all the banks
have regulatory capital above the minimum threshold. However, upon the application of
the ICAM methodology imposing a stressed environment on the peer group of banks,
the result is very different. Four of the 10 banks selected are shown to have potential
regulatory capital problems, with two of them actually going into regulatory capital
default.

2. Loss of Tier-1 Capital by Portfolio
ICAM allocates losses of capital by portfolio and economic driver. The result is a clear
indication of the problem areas and potential capital loss for a bank, by loan category.

295 MADISON AVENUE, SUITE 1700, NEW YORK, NY 10017 | PH 212.661.1999 www.InvictusGrp.com

4

Contact Invictus
Contact Invictus to purchase one of our many reports on the bank(s) of your choice.
United States Office
Invictus Consulting Group, LLC
330 Madison Avenue, 6th Floor
New York, NY 10017 USA
Phone: +1 212-661-1999
International Office
Invictus Consulting Group, LLC
88 Wood Street 10th Floor
London, EC2V 7RS United Kingdom
Phone: +44 20-8528-1013
www.InvictusGrp.com info@InvictusGrp.com
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