ZMFS CASE STUDY

BEST PRACTICE: PLANNING AND STRESS TESTING
CORPORATE CREDIT UNION HELPS CLIENTS
PROACTIVELY MANAGE BALANCE SHEETS WITH
UNIQUE WEB-BASED ANALYTIC TOOL
OVERVIEW
Providing risk modeling, liquidity reporting and valuation services to more than 50 credit unions ranging from $25M
to $2B+, First Carolina Corporate Credit Union (FCCCU) has utilized ZM Financial System’s OnlineALM.comTM tool
for more than seven years.

PROBLEM
When validating other models, FCCCU often saw mortgage prepayment platforms that were insufficient.
Prepayments were not being properly factored into multiple economic scenarios. FCCCU needed a robust platform
that was both easy to use and directly accessible by its member credit unions.

SOLUTION
FCCCU employed ZMFS’ OnlineALM.com to improve these clients’ understanding of prepayments and their impact
on modeling results.

RESULTS
Members are utilizing FCCCU’s modeling services to its fullest potential in making strategic planning decisions,
including mortgage prepayments and investments. For example, a credit union working with FCCCU was using
insufficient modeling assumptions given the overall size of the institution. FCCCU used OnlineALM prepayments as
a benchmark in the validation. This brought to light the importance of modeling prepayments correctly, and proved
that continuing to use the other model could have been detrimental to the institution’s future. This credit union now
has gone from using a model just for regulatory compliance to utilizing OnlineALM for proactive balance sheet
management.
“One of the advantages of OnlineALM over this credit union’s other model was OnlineALM’s ability to run simulations
and stress tests for planning,” says Melissa Scott, VP, ALM Services, First Carolina Corporate Credit Union. “Because
of the risk modeling available with OnlineALM, our member institution is now confident in the business decisions they
are making knowing the information is sound.”

Practical Solutions to Complex Financial Problems

“We actually see this quite often when it comes to validations,” continues Scott. “Members don’t realize what their
models can’t do. We use the ZM OnlineALM model in validations and run benchmarks to show members what their
data should look like. The fact that mortgage prepayments are built in is a huge benefit because most other models
don’t include this and it is often an extra fee. Often, our biggest challenge is getting our members to understand the
value of modeling. With OnlineALM, it is easy for us to run the simulations for them – and easy for us to help them
manage their risk. Low-end models are just that – low end. They don’t give you an option for sophisticated modeling
with ease of use like OnlineALM does.”
OVERALL EASE-OF-USE
ZMFS’ OnlineALM.com is a menu-driven, intuitive web interface streamlines the process of loading data and
behavioral assumptions, creating efficiencies that allows more time to focus on analysis. Earlier in 2015, FCCCU
underwent a review process analyzing OnlineALM versus another modeling software tool.
According to Scott, “When we went through the review process earlier this year, we realized the value in ZM
OnlineALM. This tool allows us to focus on our clients and their modeling needs without having to provide the IT
infrastructure, IT staffing, model new release testing and/or maintain separate contracts with IDC and Moody’s. We
feel for a small service bureau, we are able to provide the top model in the industry without having to perform some
of the back-office work. Many of our members like that OnlineALM is transparent – that they can run their own
simulations in addition to what we are running for them. And the more we can get our members thinking about risk
and the future, the more successful we will be overall.”
LEARN MORE ABOUT PLANNING AND STRESS TESTING
ZM Financial Systems brings practical solutions to complex financial problems, offering complete solutions in
securities and fixed-income analytics, credit-adjusted ALM, liquidity, risk management, budgeting and funds transfer
pricing. We also offer large bank solutions to meet the evolving regulatory risk reporting requirements. Contact us
today to learn more about our solutions to complex financial problems:
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www.zmfs.com
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