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Source: Penguin Books, paperback edition.
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Stock price indices and total number Investment grade and high yield
of confirmed COVID cases bond spreads’
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Note: Shaded area corresponds to the period of March 11-23, 2020.
Source: FSB, p.6.
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International banks’ claims hold up better in the pandemic than in the GFC

Year on year growth rate, in per cent Graph 1
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me= Real GDP (lhs)! === Cross-border claims (rhs)? Local claims in local currency (rhs)?
Vertical lines indicate end-2008 and end-June 2020.

T Weighted average based on rolling GDP and PPP exchange rates. Sample of 56 countries. 2 Compounded annual growth rate based on
FX- and break-adjusted cross-border claims. 3 Consolidated claims, growth adjusted for breaks in series and exchange rate movements.

Sources: BIS consolidated banking statistics on an immediate counterparty basis; BIS locational banking statistics by residence; national data;
BIS calculations.

Source: Hardy and Takats, p.91.
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The structure of the NBFI sector changed considerably in recent years Graph 3.2
NBFI assets’ rising share in total Composition of Other Financial Credit assets? held by selected OFls
financial assets Intermediaries (OFls) (end-2018) sub-sectors
Per cent USD tnllion Per cent USD trllion
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Public financial ™ Broker-dealers — Investment funds’
institutions Conir) countarpiedis —— Broker dealers

B Financial B Structured finance vehicles
auxiliaries BN Real estate investment trusts and funds
|CPFs mm Others

B OFls

ICPFs = Insurance corporations and Pension funds; OFls = other financial intermediares. Data used in the charts above covers 21
Jurisdictions and euro area.

! Investment funds other than MMFs and hedge funds, including equity funds, fixed-income funds and other investment funds. ? Increases
of aggregated data may also reflect improvements in the availability of data over time at a jurisdictional level.

Source: FSB, Global Monitoning Report on Non-Bank Financial Intermediation 2019 (January 2020).

Source: FSB, p.13. 10
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Green Swans

Predictability Normal distribution

through

Main explanation  Statisticians,
by economists

Impacts Low or moderate

Policy Risk models are fine.

recommendations

Tail risks. Rational
explanation after
occurrence

Economists, financial
analysts, and risk
managers

Massive and direct
impact, mostly
material. Possible
correction of damages.

Reconceptualise
approach to risk

Highly likely or certain
occurrence but
uncertain timing. Too
complex to fully
understand.

Scientists, economists,
and financial analysts

Massive and direct
impact, mostly to
human lives.
Irreversibility of
damages

Need for immediate
action and
coordination under
radical uncertainty

Source: Pereira da Silva, p.6.
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Sources of risk
\ v

4 Transition risks: N
policy, technology,
social norms and

\_  preferences )

Physical risks: )
extreme weather
events, long-term ——
changes in climate

N patterns /

( Feedback mm

P
L Transmission channels
' i

-\l"l

Impacts on sovereigns

f/l’mpacts on sectors'/firms”: N

Sales
+  Operational costs
+  Capex

= Assets/Equity valuation

Impacts on households

b A
N, e

Sources: adapted from DG Treasury et al (2017); authors’ elaboration.

Fmanmal risks and contagion

b

,

Credit risks

Market risks

Liguidity risks

Insurance risks

Operational risks

T T T T 7T

Source: BIS and Banque de France, p.20.
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it 2 = Going concern

................... [ Micro_sustainabi”ty J
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I

ESG = Economy, Society, Globe

------------------ [ Macro-sustainability J
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