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Systemic risk and identification tools

3

• SR 1: Contagion –

 

Contagion

 

and spillover models
• SR 2: Endogenous build-up and unravelling of widespread imbalances 

–

 

Early warning indicators and models
• SR 3: Aggregate shocks –

 

Macro stress testing models

Source: Author based on de Bandt, Hartmann 
and Peydro (2009) and ECB (2010)

The systemic risk cube:

Analytical models/tools for systemic risk:



Selected data issues

•

 

Contagion and spillover models
–

 

Key data: Bilateral exposures
•

 

Micro: Individual financial data
•

 

Macro: Flow of funds –

 

“whom-to-whom” accounts, exchange rate
–

 

Conceptual problem: Amplification mechanisms –

 

detailed position data
•

 

Early warning models
–

 

Key data: Issue dependent –

 

e.g. property price indices
–

 

Practical and conceptual problems: Instances of crises, Lucas critique
•

 

Macro-stress testing models
–

 

Key data: Position data, estimation of PDs

 

and LGDs
–

 

Conceptual problems: Model consistency, non-banks, two-way 
relationship between financial sector and wider economy

•

 

“Micro data”, on and off-balance sheet, are a key ingredient (granularity!)
•

 

Ideally, we would like to see global position/exposure “map”
•

 

Requires, inter alia, transatlantic collaboration at a large scale
•

 

Importance of international financial data standardisation
–

 

All instruments’ basic characteristics stored with possibility to link them
–

 

Further step: Establishment of a reference data utility (see Annex)
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Standardisation problem in data supply chain

Prospectus

 
“perfect”, public 
data source, but 

no common 
language

Commercial data sets

 
error prone, selective, costly 
production, duplicate efforts, 

proprietary formats

Compounding

 
a costly process

Data Quality 
Management 
& defaulting

Costly, burdensome, 
often just palliative

Compound

 
first shot 

Golden Copy
after DQM &

 

defaulting, 
still not back to perfect 

-

 

and not standard.

Candidates
for compounding; 
a costly collection

Duplication and non-

 standardisation in data 

capture hamper the whole 

downstream value chain.

7Source: Courtesy Francis Gross (ECB, DG Statistics)
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Register of instruments
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• unique identifier, 
• key attributes, 
• interrelations, 
• classifications,
• electronic contact address

8bSource: Courtesy Francis Gross (ECB, DG Statistics)
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