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Key Takeaways from Episode 1 
The Economic Outlook for the Nordics - Impact of COVID-19

1) 2020 output reduction in Nordics will be substantial despite declining rate of 
infections but the increase in unemployment is smaller than elsewhere.

2) Strong fiscal position allows the Nordic countries to support their economies.
3) Actions of central banks help to reduce the level of short and long term 

interest rates.
4) Risks to the expected recovery include subsequent breakouts of the COVID-

19, rising debt, trade wars, and oil prices for oil exporters such as Norway.
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1. The Case: Common Scenarios and Behavioral Models
2. A Framework: Common Scenarios and Behavioural Models
3. Case Studies: Forward-looking Behavioural Models
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1 The Case: 
Common Scenarios and 
Behavioral Models
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Achieving an Integrated Balance Sheet View
Cross-discipline scenario alignment 

IRRBB

Standardized shock 
scenarios

Bank’s risk profile 
ICAAP

Historical worst and IR 
stress scenarios

ICAAP

Stress scenarios based 
on Bank’s Pillar 1 & 

Pillar II risks

IFRS 9

Typically 3-5 scenarios 
for baseline, upside, 

downside

Not tail event,  relatively 
probable

Not bank-specific but 
representing global risk

ILAAP

Typically 3 stress 
scenarios based on the 

Bank’s individual 
business model, risk 

profile,
and market wide stress

Risk factors external to 
the Bank (COVID-19 

paths, trade-wars, 
climate change, etc.)

Scenarios might include 
baseline, mild and 
severe outcomes

Additional bespoke 
stress scenarios 

relevant for the Bank

Typically baseline and 
stress scenarios

Short and protracted 
stress scenarios, 

severe but plausible

Standalone Regulatory 
Stress Tests

Specific scenarios provided 
by regulators on a regular 
basis/ad hoc such as EBA, 

PRA, CCAR, MAS, etc.

Narratives and scenario 
path but for specific 

variables only

Stress testing across 
different risk departments
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Parallel up A constant parallel shock up across all time bucket

Parallel down A constant parallel down across all time buckets

Steepener
Involves rotations to the term structure.

Short rates move down and long rates move up

Flattener
Involves rotations to the term structure

Short rates move up and long rates move down

Short rate up

Rates are shocked up such that greatest uplift is at the 
shortest tenor midpoint & diminishes towards zero at the 

longest point in the term structure

Short rate down

Long rates shock down such that the largest uplift is in the 
longest tenor & diminishes to zero at the shortest point in the 

term structure

∆𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅, 𝑐𝑐 𝑡𝑡𝑘𝑘 = + �𝑅𝑅𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝,𝑐𝑐

∆𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅, 𝑐𝑐 𝑡𝑡𝑘𝑘 = −�𝑅𝑅𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝,𝑐𝑐

Discipline-specific Scenario Examples
Example: IRR shocks with an host of artificial assumptions
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Integrating Across Disciplines – Business Case
An opportunity for better risk management

Cost saving

Unified approaches can 
be handled in a single 

system to manage 
different risks. This will 

help save a lot of money 
for the Bank.

Regulatory 
Compliance

Banks need to be 
prepared for new 

regulatory requirements 
and must be able to 

forecast accurately the 
regulatory analytics.

Comparable reports

Producing reports based 
on both operational and 
regulatory dimensions is 

key to take the good 
decisions.

Risk Limits & Risk-
adjusted pricing
Models need to be 

shared by the Bank and 
be consistent for all 

risks. The price of each 
transaction should reflect 
the variety of these risks.
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Discipline-Agnostic Scenarios
Combine a comprehensive macro-framework with severity variables 

Macroeconomics 
HPI, GDP, 

unemployment, equity 
indexes, interest rates, 

CDS, inflation etc

Balance Sheet 
projections

• Assets 
(including credit lifecycle)

• Liabilities

Severity Naratives
Financial Crisis, 

Sovereign Crisis, Fiscal 
Space/ Policymaker 

Intervenion

Product/Customer 
Characteristics

P&L/Value projections
• NII, NIR, NIE, EaR, EVE
• IFRS 9 Provisions
• Net profit/loss

RWA projections/Capital 
charges

• Market
• Credit
• Operational

Liquidity Ratios Own Funds Capital Ratios

Discipline-
Agnostic

Macro 
Economic
Scenarios

Cross-
Discipline 

Risk 
Models
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Discipline-Agnostic Scenarios
A comprehensive macroeconomic framework

Core Economic Indicators

Swap Rates Curves
Sovereign Bond Yield Curves

Stock Market Indices
Financial and Sovereign CDS by Sector and Rating 

and many more…

Additional Risk Indicators
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-£155bn

-£135bn

-£115bn

-£95bn

-£75bn

-£55bn

-£35bn

-£15bn

Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021
2022

2023
2024
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-£115bn

-£95bn

-£75bn
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-£35bn

-£15bn

Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021
2022

2023
2024

Equilibrium returns
Shock

Stress period 
begins Deposit Outflow Deposit recovery as 

rate environment 
normalises

£100

£50

Equilibrium returns

ShockStress period 
begins

Asset Prepayment/Credit loss Asset recovery as 
rate environment 

normalises

£100

Changes in Assets
Loan drawdowns
Credit Losses
Prepayment speeds

Changes in value of 
marketable assets

Mark-to-market values
Increased haircuts in assets

Changes in Liabilities
Deposit Volumes
Term Deposit Early Redemption

Off Balance Sheet Items

Modelling Impact on balance sheet

Models 
Driving: 
Assets

Models 
Driving: 
Liabilities

X-discipline
Risk

Models

Discipline-Agnostic Behavioural Models
Leverage inter-linkages between disciplines
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Assess Risk Accurately and Protect Profitability
Realistic and bank-specific analysis

Market 
Data Shifts

Common 
Behaviour 

Models

Severity
Narratives

Common Scenarios & Models Interest Rate Risk, Credit & Liquidity Results per Scenario to Influence Decision-Making



2 A Framework:
Common Scenarios and 
Behavioural Models
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Linking Macro Indicators with Risk Models
Critical for forward-looking capital and liquidity planning

• Baseline scenario forecast
• Alternative stress scenarios
• Alternative upside scenarios
• Event-driven scenarios
• Regulatory stress testing scenarios

Macroeconomic 
Indicators  

• Interest rate term structure
• Customer behavior
• Liquidity risk
• Credit risk and provisioning for 

regulatory capital, IFRS9
• Early warning indicators

Risk Models

• Liquidity risk gaps, survival period
• Interest risk gaps
• Net interest income
• Economic value of equity
• Balance sheet, P&L, RWA projections
• Expected credit loss
• Internal and regulatory capital requirement

Key Measures
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National Accounts
Balance of Payments
Government Finance
Industrial Production

Price Indices
Interest Rates
Labor Markets

Home Price Indices
and many more…

Core Economic 
Concepts

Swap Rates Curves
Sovereign Bond Yield 

Curves
Stock Market Indices

Implied Market Volatilities
Asset-backed Securities

Mortgage-backed Securities
Corporate and Sovereign 
CDS by Sector and Rating 
Corporate and Sovereign 

Credit Migrations
and many more…

Additional Market Risk 
Indicators

Scenario Generation Framework
Shocks to forecast factors for modelling behaviours
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Scenario Forecast of Key Behavioural Factors
iTraxx CDS in Europe, example of baseline and stress scenarios

0

100

200

300

400

500

600

2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

Baseline 

0

100

200

300

400

500

600

2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

S4: Severe adverse

0

100

200

300

400

2011 2013 2015 2017 2019 2021 2023 2025

S4: Severe adverse

0

100

200

300

400

2011 2013 2015 2017 2019 2021 2023 2025

Baseline

Sovereign Western Europe, 5-year to 10-year maturities 

Europe Junior Financials, 1-year to 10-year maturities 



Embedding Liquidity & Interest Rate Risk into Stress Testing 18

-80

-60

-40

-20

0

20

40

60

2006Q1 2012Q1 2018Q1 2024Q1 2030Q1
0.0
0.5
1.0
1.5
2.0
2.5
3.0
3.5
4.0
4.5

2006Q1 2012Q1 2018Q1 2024Q1 2030Q1

-20

-15

-10

-5

0

5

10

15

2006Q1 2012Q1 2018Q1 2024Q1 2030Q1
2
3
4
5
6
7
8
9

10

2006Q1 2012Q1 2018Q1 2024Q1 2030Q1

Unemployment Rate

Monetary Policy RateStock Price, % year ago

House Price Index, % year ago

-2

-1

0

1

2

3

4

5

2006Q1 2012Q1 2018Q1 2024Q1 2030Q1

10-year Government Bond Yield

Scenario Forecast of Key Behavioural Factors
Severity shift for baseline and two alternative scenarios, examples



Embedding Liquidity & Interest Rate Risk into Stress Testing 19

Modelling Expected Behaviours
Linking scenarios with net cash-flows from assets and liabilities

DATA INPUT

Economic Scenarios: 
Deterministic
Simulations

Bank’s Data: 
Customer Characteristics
Product Characteristics

MODELS
Call deposits withdrawal

Term deposits early 
withdrawal

Loan commitments 
drawdown

OUTPUT
Account-level, forward-

looking, scenario-
conditional projections 

of behavioural risk 
metrics

Portfolio-level, forward-
looking, scenario-

conditional projections 
of cash flows

Portfolio-
level

Segment-
level

Account-
level

Loan prepayment

Probability of default, 
delinquencies

Loss given default, 
exposure at default
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Challenges of Behavioural Modelling
For interest rate risk in the banking book, liquidity and credit metrics 

Data Availability 
Granularity, frequency, consistency, 
completeness, and quality
Limitations can put constraints on the 
type of modeling techniques

Macroeconomic scenarios historical 
data and forecast
. 

Framework Integrity
Single view of risk across the bank
Enforce consistency of results by 
establishing and common modeling 
framework
Model governance, re-calibration 
updates, monitoring, use test

Model Design
Building robust models using 

relevant quantitative methods
Finding appropriate model 

specification using variable 
search algorithms 

Detailed documentation and 
knowledge transfer

Model Implementation
Implementation into key interest 

rate risk and liquidity metric 
calculations

Implementation into credit risk 
metric calculation

Ensuring continuity through detailed 
user manuals



3 Case Studies: 
Forward-looking 
Behavioural Models
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Example Drivers for Different Behavioural Models
For interest rate risk in banking book, liquidity and credit risks

Loans subject to prepayment risk 

• Loan size, LTV
• Borrower characteristics
• Contractual and current interest rates 
• Geographical location
• Demography
• Taxes
• Changes in family composition
• Original and remaining maturity
• Seasoning
• Macroeconomic variables (e.g. stock price index, 

unemployment rates, inflation and HPI) 

Loan commitments drawdowns

• Borrower characteristics
• Geographical location, including competitive environment and 

local premium conventions
• Customer relationship with bank
• Remaining maturity of the commitment
• Seasoning and remaining term
• Macroeconomic variables

Call deposits

• Responsiveness of product rates to changes in market interest 
rates

• Current level of interest rates
• Spread between a bank’s offer rate and market rate
• Competition from other banks
• Bank’s reputation, geographical location and demographic 

characteristics of customer base 
• Insurance coverage
• Macroeconomic variables

Term deposits subject to early withdrawal risk 

• Deposit size, depositor characteristics 
• Funding channel 
• Contractual interest rates
• Seasonal factors, geographical location and competitive 

environment
• Remaining maturity and other historical factors 
• Insurance coverage
• Bank’s reputation
• Macroeconomic variables
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Propensity to Withdraw Modelling Example
Capturing motives for willingness to withdraw and place funds

Percentage change year ago
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Prepayment Risk Modelling Example
Capturing incentives for early amortization

Prepayment Rate, %

Sources: Mortgage Portfolio Analyzer, Moody’s Analytics
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Deliquency and Credit Loss Modelling Example
Capturing borrowers’ ability to repay and corresponding losses

Expected Credit Loss, %
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Uncertainty of inflows affected by prepayments, delinquencies & losses
Cash Flow Projection Example 
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Credit Facility Drawdown Modelling Example
Capturing the behaviour of committed facility counterparties
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Key Takeaways
A great opportunity for better risk management

Integrate models and 
systems

Combine scenarios & 
granular data for forecast 

models

Develop robust models, 
monitoring & validation

Create detailed & 
comparable documentation 

& reporting

Set up framework 
integrity through 

governance 

Establish a single 
view of risk across 

bank 

Q&A
Email us at help@economy.com



moodysanalytics.com

West Chester, EBA-HQ
+1.610.235.5299
121 North Walnut Street, Suite 500
West Chester PA 19380
USA

New York, Corporate-HQ
+1.212.553.1653
7 World Trade Center, 14th Floor
250 Greenwich Street
New York, NY 10007
USA

London
+44.20.7772.5454
One Canada Square 
Canary Wharf 
London E14 5FA
United Kingdom

Toronto
+1.416.681.2133
200 Wellington Street West, 15th Floor
Toronto ON M5V 3C7
Canada

Prague
+420.23.474.7500
Pernerova 691/42 
186 00 Prague 8 - Karlin, 
Czech Republic

Sydney
+61.2.9270.8111
Level 10
1 O'Connell Street
Sydney, NSW, 2000
Australia

Singapore
+65.6511.4400
6 Shenton Way
#14-08 OUE Downtown 2
Singapore 068809

Shanghai
+86.21.6101.0172
Unit 2306, Citigroup Tower
33 Huayuanshiqiao Road
Pudong New Area, 200120
China

Contact Us: Content Solutions - Economics & Business Analytics Offices



Embedding Liquidity & Interest Rate Risk into Stress Testing 30

© 2020 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All 
rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND/OR ITS CREDIT RATINGS AFFILIATES ARE MOODY’S CURRENT 
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND 
MATERIALS, PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE SUCH 
CURRENT OPINIONS. MOODY’S INVESTORS SERVICE DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS 
CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR 
IMPAIRMENT. SEE MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL 
FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S INVESTORS SERVICE CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY 
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-
CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF 
CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK 
AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, 
ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND 
MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS 
TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND 
PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS 
CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND 
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS 
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS 
AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER 
OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER 
PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH 
INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, 
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR 
MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A 
BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM 
BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or 
mechanical error as well as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all 
necessary measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable 
including, when appropriate, independent third-party sources. However, MOODY’S is not an auditor and cannot in every instance independently verify or 
validate information received in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any 
person or entity for any indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information 
contained herein or the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, 
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited to: (a) any loss of present or prospective 
profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any 
direct or compensatory losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful 
misconduct or any other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the 
control of, MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in connection with the 
information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY 
PARTICULAR PURPOSE OF ANY CREDIT RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY 
FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt 
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. 
have, prior to assignment of any credit rating, agreed to pay to Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees 
ranging from $1,000 to approximately $2,700,000. MCO and Moody’s investors Service also maintain policies and procedures to address the independence 
of Moody’s Investors Service credit ratings and credit rating processes. Information regarding certain affiliations that may exist between directors of MCO 
and rated entities, and between entities who hold credit ratings from Moody’s Investors Service and have also publicly reported to the SEC an ownership 
interest in MCO of more than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and 
Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S 
affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 
383569 (as applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 
2001. By continuing to access this document from within Australia, you represent to MOODY’S that you are, or are accessing the document as a 
representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to 
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to the creditworthiness of a debt 
obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is 
wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating 
agency subsidiary of MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ 
are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, consequently, the rated obligation will not 
qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services Agency and 
their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and 
commercial paper) and preferred stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any credit rating, agreed to pay to MJKK or 
MSFJ (as applicable) for credit ratings opinions and services rendered by it fees ranging from JPY125,000 to approximately JPY250,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

http://www.moodys.com/

	�Embedding Liquidity & Interest Rate Risk�into Stress Testing�
	Slide Number 2
	Key Takeaways from Episode 1 ��The Economic Outlook for the Nordics - Impact of COVID-19�
	Introduction & Speakers
	Agenda
	1
	Achieving an Integrated Balance Sheet View
	Slide Number 8
	Integrating Across Disciplines – Business Case
	Discipline-Agnostic Scenarios
	Discipline-Agnostic Scenarios
	Discipline-Agnostic Behavioural Models
	Assess Risk Accurately and Protect Profitability�
	2
	Linking Macro Indicators with Risk Models
	Scenario Generation Framework
	Scenario Forecast of Key Behavioural Factors
	Scenario Forecast of Key Behavioural Factors
	Modelling Expected Behaviours
	Challenges of Behavioural Modelling
	3
	Example Drivers for Different Behavioural Models
	Propensity to Withdraw Modelling Example
	Prepayment Risk Modelling Example
	Deliquency and Credit Loss Modelling Example
	Cash Flow Projection Example 
	Credit Facility Drawdown Modelling Example
	Key Takeaways
	Slide Number 29
	Slide Number 30

