
es and has to undertake write-downs, that sector’s 

equity falls. As a result, the sector cannot cope as 

effectively with additional losses. The credit risk ori-

ginating from the sector therefore rises. Sectors that 

have lent to this sector thus expect greater losses on 

their debt claims. 

Due to the write-downs incurred on equity and 

debt claims, the creditor sectors must revalue their 

equity. Second-round effects now emerge as the 

creditor sectors in turn pass on their losses to  other 

sectors via both channels. The latter must under-

take write-downs as a result, and the shock then 

cascades through the entire economy (see the box 

entitled “Database and methodology used in the 

cross- sectoral approach” on p.  97). The conta-

gion mechanism described here requires that equity 

and debt claims are subject to mark-to-market ac-

counting, as is typical in IFRS accounting. However, 

if accounting is based on the German Commercial 

Code, there can be scope for discretion in terms of 

write-downs, which is why the actual write-downs 

on equity and debt claims can be smaller. Using this 

method of accounting, the contagion effects could 

therefore be more moderate. 

Risk scenarios could impact non-

financial corporations

The cross-sectoral approach serves to illustrate how 

important the aforementioned direct transmission 

channels are. The model can be used to examine the 

sensitivity of the finan-

cial sector and the real 

econ omy in the event 

of, for example, a cor-

rection of  asset prices. 

The scen ario under consider ation posits a 13% de-

cline in the valuation level across the whole German 

Cross-sectoral ap-
proach illustrates how 
important transmis-
sion channels are.

Overview of models in this chapter Table 5.2

Model Cross-sectoral approach  
(see p. 94)

Bank model  
(see p. 101)

Funds stress test  
(see p. 102)

Sectors modelled All German sectors and the rest of 
the world

German banking sector German investment fund sector

Contagion channel Direct (equity and debt) Indirect (market prices) Indirect (market prices)

Data Financial accounts, international in-
vestment position, monthly balance 
sheet statistics, Securities Holdings 
Statistics, Centralised Securities Data-
base, insurance statistics, Bloomberg

Supervisory liquidity reporting, 
 Mercato Telematico dei Titoli di Stato 
(MTS), Bloomberg

Investment Funds Statistics, Central-
ised Securities Database, Securities 
Holdings Statistics, Bloomberg

Reporting date Q4 2018 Q1 2019 Monthly from November 2015 to July 
2019 at the end of each month

Scenario Abrupt drop in equity prices of 
 German non-financial corporations; 
rise in equity price volatility in all sec-
tors

Withdrawal of deposits by bank cus-
tomers

Abrupt drop in prices on global equity 
and bond markets

Shock scenario 
 calibration

Historical; price drop: 1st percentile 
of monthly CDAX returns (13%); rise 
in equity price volatility to historical 
maximum for non-financial corpor-
ations, 20% rise for all other sectors

Payment outflows over 5 calendar 
days based on supervisory standard 
scenario

Historical; 1st percentile of monthly 
securities returns (14.2% price drop 
for shares, 4.5% price drop for 
bonds)
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