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Abstract 

 

The most important tools in banking supervisory in the last years are the so-called Stress Tests. 

This instrument has been introduced in United States in 2009, immediately followed by 

European Union in the same year. 

In this dissertation, in accordance with the past yearsô academic literature, the aim of the author 

is to investigate whether the key events of the stress test lead to shocks in banking stockôs 

market. In particular, for the first time in literature, the point of view of the work is corporate 

oriented rather than macroeconomic oriented, since the focus of the analysis is to establish 

which type of banks react in a stronger manner to these events. In order to do this, five macro-

categories of bank are investigated: Dimension, Capitalization, Profitability, Riskiness and Test 

Performance. The so-called Event Study Technique has been implemented to perform the 

econometric analysis. The results, explicated in Chapter 5 and in Final Remarks of this thesis, 

show that there are evidences of an impact in stockôs market due to the three most important 

events of the stress test (Announcement, Scenarios Disclosure and Publication of Results) that 

are different in significance and magnitude for different type of banks.  
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Chapter One: An Overview of Stress-testing  

 

The 2008 financial and banking crisis, started in US with the fall of housing prices and the 

subsequent crisis of subprime mortgages, exploited the fragility of the banking sector not only 

in the United States but also in the EU-area through a contagion effect due to the deep 

interconnection and internationalization that characterizes the banking industry (Ghosh 2016, 

Dungey et al. 2015, Dungey et al. 2018). 

 

One of the crucial aspects of this situation was the incapacity of banking supervisory authorities 

to properly assess whether financial firms could effectively bear the risks coming from 

deterioration of macroeconomic conditions and the successive loss of confidence by markets 

and surveillance authorities in banking sector. 

In order to overcome this situation and restore trustworthiness, authorities began to search 

alternative methods to assure the stability of financial system and in particular the capital 

adequacy of institutions that went beyond Basel I and Basel II that were already in force at the 

time. 

The results of this effort are the introduction of new set of rules common for every country 

about banking surveillance and risk assessment, the so-called Basel III, and the assessment of 

the ability of the bank to bear losses deriving from adverse macroeconomic condition trough 

the so-called Stress Tests. 

 

Several studies support the use of stress test as a procedure to increase transparency and restore 

confidence in the financial industry.  

For instance, Jordan et al. (2000) supported the idea that the announcement and the disclosure 

of results of supervisory acts helps to diminish the information asymmetry that characterizes 

the relationship between banks and investors. 

Other authors that support this perspective are Sorge & Virolainen (2006), Besancenot & 

Vranceau (2011), Lazzari et al. (2017). 

 

The first institution to perform Stress Test as assessment of capital adequacy of banks was the 

Federal Reserve System in the so-called Supervisory Capital Assessment Program (SCAP), in 

which in February 2009, the FED embarked on a comprehensive and simultaneous assessment 

of the capability of bearing losses by the largest 19 US bank holding company. 

The necessity of this program was also stated by the at-the-time New York Federal Reserve 

President and CEO William C. Dudley in a speech in March 2009: ñI believe this program is 
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very important if we are to break the adverse dynamic that I outlined earlyé many bank holding 

companies donôt have an incentive to raise sufficient capital to ensure that they can handle a 

very bad outcome. That is because such capital-raising would severely dilute existing 

shareholders. This implies that, left to their own devices, banks might end up being 

undercapitalized in a stress environment.ò 

Investors positively reacted to the assessment (Hirtle et al. 2009) and even if they were capable 

to anticipate the banks with possible capital shortfall in an adverse scenario, the SCAP revealed 

them the size of the gap (Peristiani et al. 2010). 

The Committee of European Banking Supervisors (CEBS), that was the institution in charge to 

EU banking surveillance from 2004 to 2011, performed their version of stress test called EU-

wide stress testing in May 2009 and release the results on October of the same year. 

 

As opposed to the SCAP, the 2009 EU-wide stress testing failed to restore confidence in EU 

banking system (Spargoli 2012). 

Other criticisms about EU-wide stress test arose in December 2011 when Dexia, a french-

belgian bank, defaulted despite it had passed the previous test (Xoual, 2013). 

From that time several other stress tests were executed both in US and EU. Many studies have 

been made in order to understand the impact of this tool in the banking sector. The literature 

section of this work will describe in a detailed manner the results of these studies. 

 

1.1 How Stress Tests are implemented 

 

In order to properly analyse the impact of Stress Test on stock market, it is important to have a 

general knowledge of its functioning. 

There are two types of stress-testing: micro and macro. The first one is used to assess the 

performance of a single portfolio or the resilience of a single institution. The second one is used 

to assess the stability of a group of financial institution which default would have a huge impact 

on the stability of the economy as a whole (Borio et al. 2014). 

Obviously, since the stability of the financial system is the main task of EBA, the EU-wide 

stress tests are macro stress test.  

The figure 1.1 illustrates an example of macro stress testing. 
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FIGURE 1.1 / HOW A STRESS TEST IS CONDUCTED.  SOURCE: C. BORIO ET AL . / JOURNAL OF FINANCIAL STABILITY 12 (2014) 3ï15 

 

There are two types of approach in macro stress-testing: 

¶ Bottom-up, if the central authority gives a common scenario to each institution that use 

their own model to estimate the impact of the adverse macroeconomic condition in their 

performance and then the central authority aggregates the results. 

¶ Top-down, if the central authority uses their own model to estimate the impact of 

macroeconomic shocks on financial stability without the direct participation of the 

single institutions in the process (Borio et al. 2014). 

 

Another classification of stress test is whether the institutions perform a Sensitivity Analysis or 

a Scenario Analysis. 

In particular: 

¶ Sensitivity analysis, if the test is conducted only on a single variable, keeping constant 

all the remaining factors. Easier and faster to implement, but it lacks plausibility since 

it does not consider the contagion effect that a shock on one variable could have on the 

other variables. (Ex. The impact of a change in the interest rate on credit risk.) 

¶ Scenario analysis, if the test considers the impact of more variables on risk portfolios or 

on the institution itself. It is more plausible since it considers also the contagion effect 

that could arise.  

A further classification of scenario analysis could be made regarding the approaches used in 

the forecast of the future scenario: 

¶ Historical: based on observed event from the past. Easier to compute but possibly 

irrelevant; 
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¶ Hypothetical: based on forecast of plausible events that are not realized yet. More 

difficult to apply since it requires a number of experts that are able to make proper 

projections about future events, but more informative then the historical approach. 

 

If we focus on the type of scenario, we can distinguish: 

¶ Event-driven Scenario: based on a specific event independent of portfolio 

characteristics.  

¶ Portfolio-driven Scenario: directly linked to the portfolio composition. 

¶ Macroeconomic Scenario: assess the impact on the institution of a shock in the whole 

economy. 

¶ Market Scenario: focus on shock of financial and/or market nature. 

¶ Worst case / Catastrophic Scenario: Exogenous events to the market or economy that 

have a great impact on institutions (ex. terrorist attack). 

 

1.2 EU Stress Tests before 2016 

 

From the first EU-wide Stress Test in 2009 there were other four stress test. 

After the failure of the first two stress test in restoring confidence in EU market, CEBS went 

on retirement in 2010 and in its place European Banking Authority (EBA) were instituted.  

The 2011 EU-wide Stress Test was the first conducted by EBA that in an attempt to improve 

the work made by its predecessor, expanded the disclosure of results. Candelon and Sy (2015) 

proved that this test had a negative effect on stock market returns of tested banks.  

Since the market reacted, then new information was priced, and this means a decrease in term 

of opaqueness in banking industry, thus this result showed that markets began to have more 

confidence in this tool and in the institution in charge to prosecute it. 

 

To understand why EU-markets did not rely on the past stress tests and the evolution of 

themselves, it is crucial to make a brief summary of the tests conducted before 2016. 

 

1.2.1 CEBS 2009 EU-Wide Stress Test 

 

This was the first stress test in EU-area. As stated by CEBS, the main goal of this test was not 

to identify banks that may have need of recapitalization, since the main idea at the time was 

that national authorities were the only institutions with the prerogative to ask for a 

capitalization, but to assess the general condition of EU banking system. 
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Although the common scenario for the institutions subject to stress test was released jointly 

with the results at EU-aggregate level, nor the individual results of banks, nor the list of 

institutions stressed have been disclosed. CEBS affirmed only that the sample was formed by 

banks of 22 Member States that held 60% of total assets in EU banking system. 

 

Regarding the assumption, from the table 1.1, released by CEBS at the end of the exercise, the 

forecast is based on the macroeconomic environment of 2008 and the first half of the 2009. It 

is composed by a baseline projection on GDP and Unemployment rate of European Union, 

Eurozone and United States and an adverse scenario of the same parameters on the same areas. 

Nonetheless the projections were negative for both variables and the adverse scenario looks 

severe, as we will see, the successive stress tests will have a stronger difference in the two 

scenarios. 

 

This, along with the non-disclosure of the individual results of stressed institution, is the 

principal cause of the failure of the first EU-wide stress test. 

 

 

TABLE 1.1 / MAIN MACRO-ECONOMIC ASSUMPTION APPLIED IN  THE EXERCISE. SOURCE: CEBSôS PRESS RELEASE ON THE RESULTS OF 

THE EU-WIDE STRESS TESTING EXERCISE, CEBS 2009 

 

In regard to aggregate results, according to CEBS, in the baseline scenario banksô aggregate 

Tier 1 ratio is well above 9% (over the minimum requirement established by Basel II). 

Under the adverse scenario a loss of ú 400 bn has been estimated, but in any case, the Tier 1 

ratio should have been above the capital requirements and no bank would have fallen below 

6% of capital ratio. 
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1.2.2 CEBS EU-Wide Stress Test 2010 

 

One year after the first experiment, CEBS tried to implement again the stress test technique in 

order to verify the stability condition of EU banking system. 

Learning from their mistakes, this time CEBS released the name of the banks subjected to stress 

test along with their individual results. 

The number of banks subjected to the assessment were 91 from 27 member states, representing 

the 65% of the total assets in EU banking system. 

The focus of this stress test was mainly assessing the impact deriving from credit risk and 

market risk (including sovereign debt risk) on capital adequacy. Liquidity risk was not directly 

tested. 

 

As in the previous test, there has been tested the resilience of institutions in two main macro-

economic scenarios: baseline and adverse. In addition, the losses deriving from sovereign debt 

deterioration are taken in consideration separately. 

Differently from the 2009 test, this time CEBS suited the scenario for every country included 

in the test and the assumptions became more severe in the adverse scenario. 

 

Table 1.2 shows the baseline assumption made for every stressed country.  

It is important to underline that the projection for Eurozone GDP growth was positive in both 

2010 and 2011 forecast, in particular it was 0.7% and 1.5% respectively. Notice that in the rest 

of EU projection this variable was higher, 1.0% for 2010 and 2.2% in 2011. The estimated 

unemployment rate in 2010 was 10.7% in Euro-area and 9.2 in the rest of EU, for 2011 the 

forecasts were 10.9% and 8.9%.  

The best GDP growth performance at a country level was Slovakia (1.9%) in Eurozone and 

Poland (2.9%) in the rest of EU in 2010, Ireland (2.6%) and Estonia (4.0%) in 2011. The worst 

performing countries for this variable were Greece that maintained negative GDP growth in 

2010 and 2011 for the Euro-area and Latvia that had a severe negative GDP growth in 2010 for 

the rest of EU. 

Netherlands had the best Eurozone UR prediction in both 2010 and 2011 projections (5.4% and 

6.0% respectively), Denmark had the best UR prediction in the rest of EU area (5.8% and 5.6%). 

The highest UR estimate in Eurozone was Spain with an UR over 20% and the highest UR in 

the rest of EU is Latvia. 

Respect to the previous test the baseline scenario is more optimistic, since the GDP growth 

projections were usually positive even if the UR expected was higher. 
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TABLE 1.2 / 2010 BASELINE ASSUMPTION. SOURCE: AGGREGATE OUTCOME OF THE 2010 EU WIDE STRESS TEST EXERCISE 

COORDINATED BY CEBS IN COOPERATION WITH  THE ECB. CEBS 2010 

 

With regard to adverse scenario, a negative GDP growth of -0.2% was estimated for Eurozone 

in 2010 and -0.6% in 2011. The rest of EU forecasts of GDP growth were slightly better since 

the projections were 0.2% and 0.5% in 2010 and 2011 respectively. At a country level the best 

forecasts on GDP growth remained Slovakia and Poland, the worst Greece and Latvia. 

Concerning the UR, the forecasts were 10.8% and 11.5% in 2010 and 2011 respectively in 

Euro-area and 9.6% for both exercise year in rest of European Union.  

Table 1.3 illustrates all the assumptions of the exercise. 
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TABLE 1.3 / 2010 ADVERSE SCENARIO ASSUMPTIONS. SOURCE: AGGREGATE OUTCOME OF THE 2010 EU WIDE STRESS TEST EXERCISE 

COORDINATED BY CEBS IN COOPERATION WITH  THE ECB. CEBS 2010 

 

Other variables stressed were changes in short and long-term interest rates, exchange rates 

calculated respect to USD and inflation calculated using the Consumer Price Index. 

The aggregate results of the stress test say that the Tier 1 Ratio should have increased in the 

baseline scenario, in particular from 10.3%  to 11.2% in the end of exercise. 

The decrease on the capital ratio in the adverse scenario was 0.7% from the starting point, since 

it went from 10.3% to 9.6%, in the case of a sovereign shock, a further fall would have made 

the ratio went to 9.2% at the end of the exercise period. 
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The delta between the benchmark and the adverse scenario was 200 basis points as Figure 1.2 

depicts. 

 

 

FIGURE 1.2 / 2010 STRESS TEST RESULTS. SOURCE: AGGREGATE OUTCOME OF THE 2010 EU WIDE STRESS TEST EXERCISE 

COORDINATED BY CEBS IN COOPERATION WITH  THE ECB. CEBS 2010 

 

1.2.3 EBA 2011 EU-Wide Stress Test 

 

As the two previous stress test, 2011 EU-Wide Stress Test considered a time horizon of two 

years from the starting point that is the 31st December 2010. 

90 banks were taken in consideration inside the sample and just as 2010 test the authorities 

disclosed the results both at the aggregate level and individual bank level. 

This was the first test carried out by the new-constituted European Banking Authority. 

The test kept in consideration the possibility for banks to strengthen balance sheets trough 

recapitalization and mandatory restructuring plans during the first four months of 2011. As 

result of that, in aggregate around ú 50 bn were raised in this period by the sample tested banks. 

This capital raising was achieved through issuance by banks of common equity in private 

markets, government injections of capital, conversion of lower-quality capital instruments into 

CET1 capital instruments and restructuring plans approved by competent authorities. 

Regarding the assumptions of the exercise scenarios, the baseline scenario was based on the 

forecast on the economy of the European Union made by the European Commission in the 

Autumn 2010. 

According to their expectation, the short-term interest rates should have increased by 1.5% in 

2011 and 1.8% in 2012 in the euro-area. The long-term interest rates should have been 2.7% 

and 2.9% in the same period. A depreciation of dollar against the euro was considered in the 

baseline scenario, in particular the exchange rate would have been moved from 1.33 in 2010 to 

1.39 in 2011 and 2012.  
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The GDP was projected to grow over the exercise period, by 1.7% in 2011 and 2% in 2012 in 

EU, regarding the Eurozone the baseline projections were 1.5% and 1.8% respectively in 2011 

and 2012. 

 

Similarly of adverse scenarios implemented in the previous stress tests, the 2011 stress testôs 

adverse scenario is based on the baseline scenario and it is composed by three elements: a set 

of EU shocks, a global negative demand shock and a strong depreciation of USD against Euro. 

In line with the period, the first element of disorder in adverse scenario is due principally to the 

hypothesis of an aggravation of the at-the-time ongoing sovereign debt crisis. 

Country-specific bond yields shocks have been introduced in for each state member. For 

instance, yield of German 10-years bond was assumed to remain stable, while on average the 

yields of euro-area 10-years government bonds was assumed to rise of 75 basis point, 66 if the 

whole European Union is considered. 

Stock prices were assumed to fall by 15% in the euro-area and by 14% in EU. House prices 

were assumed to decrease as well, and this reduction was, as usually, calibrated for every 

country.  

 

The last endogenous internal shock concerned the European money-market: the adverse 

prediction for short-term interest rates was an average increase of 125 basis points. 

The aforementioned endogenous shocks come along with exogenous negative shocks. In 

particular, a common for every country belonging to eurozone negative consumption shock of 

1.4%, that was 4.5% for investment. The similar shocks for the rest of EU countries was less 

severe, since the consumption shock considered was 0.8% and the investment shock was 2.5%. 

For the exogenous foreign demand shock was considered a decreasing in consumption and 

investment of 2.2% and 5.6% respectively in the US economy. This shock starts in US but 

would expand in the rest of the world in two quarters. Finally, a USD depreciation of 4% during 

the test horizon was considered. 

Table 1.4 and 1.5 indicates respectively the main assumption of adverse scenario and its 

deviation from the baseline. 
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TABLE 1.4 AND 1.5 / 2011 ADVERSE SCENARIO AND DEVIATION FROM BASELINE . SOURCE: MACROECONOMIC ADVERSE SCENARIO FOR 

2011 EU-WIDE STRESS TEST: SPECIFICATION AND RESULTS. ECB 2011 

 

The test showed that in the adverse scenario and without a capital raising 20 out of the 90 banks 

considered in the sample would have suffered a fall in CET 1 so strong that this one would have 

been declined under the threshold of the 5% ratio with a capital deficit of ú25 bn. In average, 

the CET 1 ratio would have passed from 8.9% to 7.4%. 

Considering the possible strengthen of balance sheet permitted by the authority to the banks 

subject to the test, the CET 1 would have declined from 8.9% to 7.7% on average, while only 

eight banks would have gone below the aforementioned 5% CET 1 ratio threshold. 

The overall capital deficit would have been ú 2.5 bn. 

 

The figure 1.3 describes the evolution of weighted average CET 1 ratio over the exercise 

scenario in both baseline and stressed scenario. 

The figure shows how the theoretical EU recovery in baseline scenario would have led to a 

strengthen in banksô capital position, since the difference between the starting point and the end 

date would have been 0.9 % in favour of the latter (from 8.9% to 9.8%).  

The difference between baseline and adverse scenario would have been 210 basis points. 
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FIGURE 1.3 / 2011 STRESS TEST RESULTS. SOURCE: EUROPEAN BANKING AUTHORITY 2011 EU-WIDE STRESS TEST AGGREGATE 

REPORT. EBA 2011 

 

1.2.4 2014 EU-Wide Stress Test 

 

The 2014 EU-Wide Stress Test includes 123 banking groups across EU and Norway, that 

represent the 70% of total EU banking assets. 

EBA coordinated the test in cooperation with ESRB, the European Commission, the ECB as 

well national competent authorities. 

EBA developed the methodology and assured the disclosure of results, the ESRB and the 

European Commission produced the macroeconomic scenarios and competent authorities along 

with ECB were responsible for the quality of banksô results. 

 

As usual, two main scenarios were taken in consideration in order to test the resilience of EU 

banking system: a baseline scenario and an adverse scenario. Considering a weighted aggregate 

average Common Equity Tier 1 capital ratio of 11.1% at the starting point, EBA set the hurdle 

rate for the baseline scenario at 8% of CET 1 ratio and for the adverse scenario 5.5% of CET 1 

ratio. 

 

The baseline scenario was based on the economic projections made by The Directorate General 

for Economic and Financial Affairs of the European Commission in February 2014 as part of 

their three European Economic Forecast per year. The exercise horizon is two years long.  

From the aforementioned European Economic Forecast, the projections of the baseline scenario 

in terms of GDP evolution were a growth of 1.5% and 1.2% in 2014 for the euro-area and EU 

respectively and a growth of 1.8% and 2% in 2015. Since the European Economic Forecast 

calculated projections only for 2014 and 2015, the baseline forecast for 2016 came from a 

model-based approach by EBA. According to these projections, GDP was expected to be grown 

by 1.8% in EU and 1.7% in eurozone. 
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With regards to labour market, the Unemployment rate was forecasted to be 10.4% in EU and 

11.7% in euro-area at the end of 2015, while a further reduction was predicted for 2016, 

bringing the UR to 10.1% and 11.3% in 2016. 

The inflation expectation was 1.2% and 1% respectively in EU and eurozone in 2014 with a 

grew of 0.25% in both area in 2015. A further rise in inflation was estimated to verify in 2016, 

since the expectation were 1.5% in euro-area and 1.7% in EU. Other variables that were taken 

in consideration were house prices, long and short-term interest rates, exchange rates, stock 

prices and sovereign debt yields. 

 

The adverse macroeconomic scenario was designed to consider the main risk that imperilled 

the stability of EU banking system. In particular, four major threats were accounted: (i) an 

increase in global bond yields, (ii) a deterioration of credit quality in countries with feeble 

demand, with weak fundamentals and still vulnerable banking sectors, (iii) stalling policy 

reforms that could represent a risk for confidence in sustainability of public debt in some 

countries, (iv) the lack of necessary balance sheet repairs to maintain affordable market funding. 

The first shock considered was a government bond shock, in which, after a shock in US 

government bond market, a contagion effect involves EU-countries in differ manners, but the 

EU average shock considered in the adverse scenario would have been 150 basis point in 2014, 

110 basis points in 2015 and 2016. 

The turmoil caused by sovereign debt shock would have caused also a permanent 80 basis point 

increase in short-term interbank rates and a shock calibrated for every country in stock market 

prices that in average would have loss of 18-19 % in European Union and euro-area as well. 

The country-specific shock varies from -11% in Poland to almost -27% in Greece. 

A severe exchange rate shock was also considered, in particular in Hungary, Poland, Czech 

Republic, Croatia and Romania. 

Other shocks considered regarded corporate bond and house prices. Oil and non-oil 

commodities prices and monetary policy were considered identical to their baseline levels. 

 

The cumulative effect of these shock on GDP, with particular attention to the difference with 

the deviation from the baseline scenario, is reported in Table 1.6. 

The growth theorized in adverse scenario would have been -0.7%, -1.5% and 0.1% in 2014, 

2015 and 2016 respectively in average for EU and it would have been very similar in eurozone. 

The negative deviation from the baseline would have been in average 6.6 percentage points in 

2016 for euro-area and 7 percentage points in European Union. Netherlands and Croatia were 
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the two extremity looking at the impact of the macroeconomic adverse scenario on GDP growth 

since the first one deviation in 2016 would have been -5.4% and the second one -13.6%.     

 

 

TABLE 1.6 / 2014 STRESS TEST GDP GROWTH BASELINE AND ADVERSE PROJECTIONS. SOURCE: EBA/SSM STRESS TEST: THE 

MACROECONOMIC ADVERS E SCENARIO. ESRB 2014 

 

The impact of the scenario on price inflation is reassumed in Table 1.7. 

The estimate average impact on price inflation were 1% in 2014, 0.6% in 2015 and 0.3% in 

2016 for euro-area, whether the same impact on EU were 1.1%, 0.6% and 0% in 2014, 2015 

and 2016 respectively. The average deviation from baseline scenario calculated respect to 2016 

were -1.9% in eurozone and -2.8% considering all the EU. At a country-specific level the two 

opposite were Luxembourg with a deviation of -0.7% and Sweden with a deviation of -8.8%. 

 

 

TABLE 1.7 / 2014 STRESS TEST INFLATION BASELINE AND ADVERSE PROJECTIONS. SOURCE: EBA/SSM STRESS TEST: THE 

MACROECONOMIC ADVERS E SCENARIO. ESRB 2014 

 

The Table 1.8 depicts the impact of adverse scenario on unemployment rate for every country 

in the European Union. 
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The average deviation from baseline scenario of eurozone countries were estimated in 0.3% in 

2014, 1.2% in 2015 and 2.2% in 2016. Regarding the EU, the average deviation would have 

been 0.6%, 1.9% and 2.9% in the three years considered in the exercise. 

 

 

TABLE 1.8 / 2014 STRESS TEST UR BASELINE AND ADVERSE PROJECTIONS. SOURCE: EBA/SSM STRESS TEST: THE MACROECONOMIC 

ADVERSE SCENARIO. ESRB 2014 

 

Under the adverse scenario, the test revealed an aggregate capital loss of ú261 bn, due mainly 

to a credit loss of ú492 bn. In terms of capital position, the weighted average CET 1 fall was 

260 bps, in particular from 11.1% of starting CET 1 in 2013, the ratio calculated in the adverse 

scenario would have been 8.5% in 2016. 

Figure 1.4 depicts the evolution of aggregate Common Equity Tier 1 ratio in baseline and 

adverse scenario and the delta respect to the starting point of the two scenarios. 

 

 

FIGURE 1.4 / 2014 EVOLUTION OF CET 1 UNDER BASELINE AND ADVERSE SCENARIO. SOURCE: RESULTS OF 2014 EUWIDE STRESS 

TEST. EBA 2014 
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24 banks subject to stress test fall below the capital threshold set by EBA for this stress test, 

leading to maximum shortfall of ú 24.2 bn in the adverse scenario. In particular, 9 banks were 

from Italy, 3 banks from Greece and other 3 banks from Cyprus. 

The figure 1.5 shows the evolution of number of banks failing the stress test capital shortfall. 

 

 

FIGURE 1.5 / EVOLUTION OF NUMBER OF BANKS FAILING THE STRESS TEST CAPITAL SHORTFALL . SOURCE: RESULTS OF 2014 EU

WIDE STRESS TEST. EBA 2014 
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Chapter Two: 2016 EBA EU-wide Stress Test 

 

Since the aim of this dissertation is the analysis of the 2016 EBAôs EU-wide Stress Testing 

market impact, this section contains a review of the methodology, the scenarios and the results 

of this test. 

 

The task of the EU-wide Stress Test is to provide a common analytical framework to compare 

and assess the resiliency of EU banks and EU banking system to shocks and losses of capital 

deriving from them. 

 

In order to verify the soundness of institution and the stability of the EU financial sector, EBA 

provided a common methodology that banks used to calculate the impact of a common stressed 

macroeconomic scenario with further constraints.  

It was a so-called bottom-up approach, since any bank had the duty to individually assess their 

capability to bear losses deriving from a worsening macroeconomic scenario under the guidance 

and support of the European Banking Authority. 

 

2.1 Key Aspects: Sample of Banks 

From the EU-wide Stress Test Methodology document released by EBA, the banks should have 

the following characteristics to be included in the stress test sample: 

 

¶ Banks covering broadly 70% of the national banking sector in the Eurozone, each non-

Eurozone EU member and Norway, as expressed in term of total consolidated assets as 

of end 2014. Lower representatives were accepted for countries with a wide presence of 

subsidiaries of non-domestic EU banks. 

¶ Banks had to have a minimum of ú 30 bn in assets. 

¶ Competent authorities could, at their discretion, request to include additional institutions 

in their jurisdiction if  they had a minimum of ú 100 bn in assets. 

¶ Banks subject to mandatory restructuring plan agreed by the European Commission 

could be included in the sample if they were assessed to be near the completion of the 

plan. 
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The table 2.1 illustrates all the institutions subjected to Stress Test. 

 

Country  Bank 

Austria Erste Group Bank AG 

 
Raiffeisen-Landesbanken-Holding GmbH 

Belgium Belfius Banque SA 

 
KBC Group NV 

Denmark Danske Bank 

 
Jyske Bank 

 
Nykredit Realkredit 

Finland OP Osuuskunta 

France Groupe Crédit Mutuel 

 
La Banque Postale 

 
BNP Paribas 

 
Groupe Crédit Agricole 

 
Groupe BPCE 

 
Société Générale S.A. 

Germany Deutsche Bank AG 

 
Commerzbank AG 

 
Landesbank Baden-Württemberg 

 
Bayerische Landesbank 

 
Norddeutsche Landesbank Girozentrale 

 
Landesbank Hessen-Thüringen Girozentrale 

 
NRW.BANK 

 
Volkswagen Financial Services AG 

 
DekaBank Deutsche Girozentrale 

Hungary OTP Bank Nyrt. 

Ireland Allied Irish Bank plc 

 
The Governor and Company of the Bank of Irland 

Italy Intesa Sanpaolo S.p.A. 

 
UniCredit S.p.A. 

 
Banca Monte dei Paschi di Siena S.p.A. 

 
Banco Popolare - Società Cooperativa 

 
Unione Di Banche Italiane Società Per Azioni 




