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Financial System Risk Assessment in Canada 
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Financial System Review 

The Bank of Canada publishes a financial system risk assessment 
twice each year in its Financial System Review 
 
FSR Objective: identify and assess vulnerabilities and risks 
 Vulnerabilities: pre-existing conditions that could amplify & propagate 

shocks throughout the financial system 
 Risks: events that could happen (under extreme conditions) & would 

threaten core financial system functions 
 Risks materialize when trigger events interact with vulnerabilities to 

cause stress 
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The Importance of Data 

 
“The assessment of financial stability is becoming more rigorous 
and now follows a more structured analytical process, informed 
by models, better data and richer dialogue. This leads to more 
informed judgments around the risks to the financial system.” 
 - Stephen Poloz, Governor of the Bank of Canada 
    June 12, 2014 
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Consumers of Financial System Assessment 

Audience 
 Senior Advisory Committee (collegiate financial system body) 
 Financial system participants  
 Economists 
 Journalists 
 General public 
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Financial System Sectors 

Sectors reviewed 
 Domestic financial institutions 
 Asset markets: securities, real estate, shadow banking 
 Non-financial sector: households, governments, corporations 
 Financial market infrastructures: clearing and settlement 

systems (payments, securities and derivatives). 
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Financial System Variables 

Variables Monitored 
 Leverage 
 Complexity (i.e. complex entities, regulatory frameworks, 

instruments that are difficult to understand, opacity) 
 Liquidity & maturity transformation 
 Mispricing  (i.e. assets) 
 Exposures / interconnectedness (domestic & international) 
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Assessment & Estimation 

 Risk Assessment: Expected Loss 
– Probability of adverse trigger events occurring 
– Impact if they do occur 

 Probability and impact are estimated using qualitative and 
quantitative information 

 Exposures to external shocks (financial economy and real 
economy) are considered when estimating probability of 
adverse events occurring in Canada 

 

8 



Topics 

FSR Contents 
 overview of macro-financial conditions 
 assessment of the key vulnerabilities & risks to financial 

stability 
 discussion of efforts to safeguard financial stability 
 reports by BoC staff that examine selected issues of 

relevance to the financial system 
 
 

 
9 



Information Requirements 

Key inputs into the FSR: current & prospective 
– Early Warning Indicators 
– Composite vulnerability indicators by sector 
– Financial stress measures 
– Household Risk Assessment Model: vulnerability 

measures (i.e. distribution of debt-service ratio) 
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Information Requirements 

Key inputs into the FSR: current & prospective (continued) 
– Corporate sector model: probability of default 
– Bank Income Models 
– Macro-Financial Risk Assessment Framework: stress 

testing model generates losses at individual DSIB level 
due to solvency risk, liquidity risk and network effects 

– National Balance Sheets and Financial Flows 
• Help monitor shadow banking 
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Interconnectedness in Financial System 

 BIS International Banking Statistics  
– Important phase 2 enhancements include currency and 

maturity detail, counterparty sector detail 
 Interbank and Major Exposures (domestic) 

– Do other countries collect data on domestic interbank 
exposures? 

 International data hub (BIS) for globally systemically important 
banks 
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Distributional information 

– Household Sector 
• Assets & liabilities 
• Characteristics 
• Statistics Canada Survey of Financial Security 
• Private sector data 
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Promoting the use of DGI data in Canada 
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Financial Stability in Canada: A Shared 
Responsibility  

Senior Advisory Committee  (SAC) 
 Office of the Superintendent of Financial Institutions 
 Finance Canada 
 Bank of Canada 
 Canada Deposit Insurance Corporation 
 Financial Consumer Agency of Canada 
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Financial System Data Producers/Providers 

 Statistics Canada 
 Bank of Canada 
 Office of the Superintendent of Financial Institutions 
 Canada Mortgage & Housing Corporation 
 Private Sector 
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Focusing attention on Data Gaps 

 Articulate data needs 
 Identify gaps  
 Prioritize gaps 
 Assess feasibility of filling gaps 
 Develop strategy & timeline to fill gaps  
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Financial Stability Data Needs 

Two Broad Categories  
 Current vulnerabilities 

– Example: risks identified in the Bank of Canada’s Financial 
System Review 

 Early warning systems 
– Example: financial stability indicator models 
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Financial Stability Data Needs 

Examples of Data Gaps in Canada  
 Timely & frequent household level balance sheet data 
 Non-prime mortgage borrowing 
 Detailed real estate price data (geography, type of structure) 
 Firm level data on corporations’ financial conditions 
 Credit quality indicators by geography 
 Provincially regulated financial entities data 
 Smaller FI exposure to DSIBs 
 OTC derivative repository data 
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Challenges 

 Financial system is interconnected, but responsibilities/data 
are spread throughout different agencies at different levels of 
jurisdiction  

 Legislation aimed at protecting confidentiality can be a 
hindrance to data sharing (within and across countries) 

 Fiscal restraint 
 International coordination requires finding some common 

priority areas across G-20 countries while allowing countries 
the flexibility to address domestic priorities 
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Questions? 

21 


	Use and Promotion of DGI Data:� Canadian Perspective 
	Financial System Risk Assessment in Canada
	Financial System Review
	The Importance of Data
	Consumers of Financial System Assessment
	Financial System Sectors
	Financial System Variables
	Assessment & Estimation
	Topics
	Information Requirements
	Information Requirements
	Interconnectedness in Financial System
	Distributional information
	Promoting the use of DGI data in Canada
	Financial Stability in Canada: A Shared Responsibility 
	Financial System Data Producers/Providers
	Focusing attention on Data Gaps
	Financial Stability Data Needs
	Financial Stability Data Needs
	Challenges
	Questions?


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /SymbolMT
    /Wingdings-Regular
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.276 841.890]
>> setpagedevice


