


Stress Testing: Past, Present and Future  

1. Past: how has it developed? 

2. Present: where are we now?   

3. Future: how does it need to develop?  





Recall: 2007.Context Worst recession since Great Depression Freezing up of many parts of the financial markets Capital ratios were not forward-looking Markets unable to distinguish weak from healthy banks Basel (2009) looked at stress testing practices �± generally poor, but firms that were doing stress testing well fared better in the crisis Basel published principles to guide banks and supervisors Regulators started to use stress tests in earnest    4 



























Future Direction?  

Encourage harmonization and coordination across regulators 

Develop approaches to address new risks, such as climate risk 
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https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/report/transition-in-thinking-the-impact-of-climate-change-on-the-uk-banking-sector.pdf?la=en&hash=A0C99529978C94AC8E1C6B4CE1EECD8C05CBF40D


https://www.garp.org/#!/garp-risk-institute/climate-risk-management-survey
https://www.garp.org/#!/garp-risk-institute/climate-risk-management-guide
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