Contents

1 EXeCULiVe SUMMAIY ...cccverererrrririrsnsnnsnsnnmnmnmsmssssssssssssssssssssssssssssssnsnsnsnnnsnnnnnnns 1
2 Analyzing Threats to Financial Stability........ccccoeecmmmmmiiniiciiiiccecececennnnnns 7
2.1 ReSearcCh AQENa......cccooiiiiiiii et r e e e e e e e e e e e e e e e e e e e e 7
BOX A. Knowns and Unknowns in 2005........cc.cuuuuieeuiiieiaeeeeiieseeeesseanaeeeenns 8
BOX B. Shadow Banking—It's Not @ New StOry...........ccuuueeeeieeeenncieneeeennnn. 14
2.2 Current Threats to Financial Stability.......cc.occoeeiiiiieeee 19
3 Research on Financial Stability.......ccccccciiniiinieecmmmmnnnssssssssss s 33
3.1 Cataloguing Indicators and Models of Risks to Financial Stability ....... 33
3.2 Stress Testing as a Macroprudential TOO! .........ccoevveiiiiiiiiiiiiiieieeeeeeee, 46
BOX C. Using Agent-Based Models to
Analyze Threats to Financial Stability ...........ccuueuiiieuiiieinieieeneeaen. 50
BOX D. ReVErse StreSS TESHNG «....uuuueeeeuaieeeaieiiaeeeeaeeeeee e eeea e e eeaaeeeeen e 52
3.3 Counterparty Risk Management: Best Practices
and Unmet Challenges.......ocuuiiiiiiiiiiiee e 59
BOXE. Best Practices in Risk Management.............uuuueuuceeeeieieeeeeeeeananaeenns 60
BOXF. Lessons from the Collapse of MF GIobal...........cccccceeueeevurceeeenennnne. 64
4 Addressing Data GapS.....cccuuuursssnmmmmmmmmmimmmmssssssssnmmsnnsssssessssssssssnnssmssnsssnses 83
4.1 Data AQENA......uiiiiiiiiie et a e 83
BOX G. Building a Secure INfraStruCture ...........cuuueeeeeeeeruieeeeeeeennieeeeeeeesnnns 88
4.2 Examples of Financial Stability Data Gaps......cccccceeeeeeieeeecciniirreeeeeeeenn. 89
BOX H. Improvements in Financial System Monitoring..........cccccueuuiveeennnes 92
5 Promoting Data Standards .......cccccccmmmiiiiiicisisisec e 107
5.1 What Are Data Standards? ........ccceeeiieieeiiniiiiee e 107
BOX 1. The Growth of Financial Market Data ...............ccuuieiiieeeinniieeneeennn. 110
BOX J. Case Studies in the Adoption of Data Standards
DY U.S. REQUIALOIS .....ceeieeeieee ettt 114
5.2 Benefits of Data Standards........ceeeeeieeeiciiiiiiiieee e 115
5.3 The LEIINItIatiVe c.eceeeeeeeeeeee e 117
6 The Agenda Ahead ... s s s s s s 121
BOX K. Improving Research and Data on Repo Markets ..........cccceeeeneenens 124

Contents




Appendix A: Progress in Institution Building .......ccccoiiiesenmmnniinccciicicennees 127

Appendix B: OFR Activities and Collaboration ........c.cccceccmmniscmnnnnnsesnnnns 129
GIOSSAIY ..coiiiiiiiciiiiiinnmecceeennr e e ressssssssmnmmmss s s s e e s e e s s s s s s smsmmmssnssseseesssassnssnnnnmnnnnnnns 131
AbDbreviations ... ———————————— 139
Notes on the Data ... s 143

\/”l 2012 OFR // Annual Report






