Stress Testing for
Market Shocks

Capital Market Risk Advisors




Extreme Market Moves Continue to Occur...
Yet Many Are Still Unprepared

“Unexpected” Financial Shocks
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Market Shocks

While most institutions address potential credit exposure at a two or
three standard deviation move, markets regularly move more than two or
three standard deviations




Categories of Stress Tests

Portfolio Mix & Model Product Credit / Liquidity
Markets Assumption Complexity




Other Asset Class History IS Valuable

Currency Crisis Comparison: Mexican Peso vs. Thai Baht
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BBB - Treasury yield spread
- |talian - German yield spread

MBS - Treasury yield spread
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