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® Brownless & Engle

* Volatility Lab of NYU Stern School: vlab.stern.nyu.edu
Center of Risk Management (CRML): www.crml.ch


http://vlab.stern.nyu.edu/
http://www.crml.ch/
http://www.crml.ch/
http://www.crml.ch/

JESIXY JEOWEPPT S

Spie Olllae oo

(P52 4 y0 Alold) LusVlale Aol
o )lis ] cad ol JoS5 Loz
oyite iz I (slo3,53,4,
oS’ b yume sl

(PCA) Lo sloailie Jubos
S g ]

GDP oyl s

Ve Ve Ve iy
b ladrdnw
CoVaR

S e 3>
Co-Risk

CES , MES

(SN pas glacd
Sy (SES w5

ol

plaew Jl3k ) (SWgdads pas
ol GMolro

Sy by SBES b )b (SL9bads pie g Jlgie (Stran

5 ko) Obe S8 b il Sy ol S5 5 hoy Clgtn o gdsn ek <aotims Sy 2 25T 51
Culginn (535 o GBSl (8,515 1, el oo 8 olaygiS ples 3 Lo o cuils ledl il oS e paa b J S
Sl Sl gt crin lil )3 35 e SOb Ml &S 35 Ui LB b Sl S ssge ) ot Siany JpS
ol gl Sl a8 ((Sojculw pas g o> dlex I il sladly 4 5550 Sl S & )38 el Jloyg5 2V
G823 D98 (et Sy & e Bl g0 353 (555 0 Sk a0 I gy ol il @lge (B > sl 2B

Al o (ot Sy Sy sl gMo63 2l s 58 o SSb el
T Ablgs ot Sy g dlaidl I 5w plaS sl )55 1 oYL Cuedl | 55 o] Moy cotun Sy HLS
Sty 4 o lgice ol S canSd Sl o il 1> canSid o Do 45 amd o Spp0 Sloludl slgs plas
Sy JS e 53 phidl dx ST.5,5 )18 Loy 3y90 Ll (alamas Sy b 53 & Ay (VMo g D90 sollianpas

9 LX) .)l?v] L!b&l.: Sow )l ey A_gwa.i) L‘LC &S 009y s p )A‘ L)" uLol J,J.)) AW a.))ljf Lg)f)o LSUMS\:L: ;O.LQ:C »
sz &5 Lol () liS oy SOb 4 g ()b by 1205 nls Sl oo ol ] 3 (ST e S S92 Jloo]

e led S5 bage o |y dlatBl (M s ) ot Sy doy Cudgiuns 0 (o0 (gl yauiS a8 dad o L ] Jlo

! Monitor
2 Control or Manage

AR



lolusl gbuoly p3 1) liol bbb (clasles 4 oyglie &l L Lol W o Slusds ouais sl lgisas 45,51 a8 (odls los,I38
Sl lied 4 e sl ol olall g Sl osotio VLT gzren InygulS Sl (il 3 biloye 5k () g ool
3j90 |y Sy Hgdoo Cgune e (ot bl 5l &S glasles 51 )15 <l b dyed cpl il aniS Bgpme Jle
el cdsiuns ol cpl sbul b led oo Gyl by o> sladles & 1 oY Sdgein) «Blisl obol pla g 00l 18 Ls?li})l
Sy Capin 5 S5 oyt 535m Sl 5 dny Elginn Jlo S5 sly3d 2380 paude oS blis] cila,
Sy 3oy 5 S5 als 13 35 5 (oloslys (o3 o ol 55 4 p3¥ 25 o ot o1y Sl (Y s > e

Aoled oo ()San a8l oles 93 b cdbogyyo Ik )0 ot Sayy S35 g o) (youd ¢ gallinas

alox oyl 5l slons JSiis o1 5 Oliasl ol ol SKaly Bl 5 ot Saany ( Jbo O3 Lol ool o ol 5

Gl

P 5 ol (i 305 ol ol 8 S5 L T8 Jlo gl 5l ) {FSB) " o 5l ciad
5 I pllas Cogar s opl Lol G S e &1 ] Cunsg D9 slp (oBdgeinly g 03405 oy |y Sl Jlo
) 05k sleg ol ol Ciglisg sl llallope e o il S (el
Sl il g lolid oizen g o3l )3 b cos |y Glea Jlo plss & plced LB b5, @
ol @l g blis ol (olulid g (Byme g )l g SgilB
f o b3 Jgte sodles Glee SleMbl Jol5 g b Sinlon 5500 @
(s Canlis o ool g )5l dawgs (g )> dogi g o) @
(ol ol bl coley jd Sloladl oy ipy dogi g Joy @
Coodl b S 1S 6503 ofg) ladhatald sl Copse iy ity 2l Ken I coles @
(ot

Sy 4 Jain & by Sl el car Jy Moo Sptio b Sinlen @

lall 53158 5 gl b Yo Jlo pualos 15 55 el () {ESRB) Thg | (colempms Smny s =
5 Capgale & b sl Lol (535 y0 Sl (dlg) ot g 0395 ljome (JBgis Cunased eyl ezl ol A S5
S gl 4 S 35l o pgale ilod o Culled gyl Dol (gl jgudST cotnsms Sinn) B33 025 (yuns Slaal
sobatods (M olaiBl glacdyley (0 )8 Jad do (pioman g 4dbd] 3 Jlo LS L jslatedy et S
1 0,ke sleg ol ol Cillog 8l e gyl AT 53 03,28 o (Saadl 5 S slaeygd 5l ol
5l 3y90 9 bipe ledbl ples Julosi g 4325 5 (yglaes o @

L SBSn ) sduCagel g ololis @

! Financial Stability Board
2 European Systemic Risk Board

VY



fodd atulie SlacSun) & gl ) (Aol CLldl (gl (mladog § Laskidy il @

sl sl blyd 2bj)l g 3, 3529 o)hhsl blyd slis) Jlesl &5 olKin byl glygd @ jlain jLizsl
Loyl (Hls Sloliie (g9 jl oo maovad BT slaiods |9

(sl 51, 5 i plel o o oY lalidl plox] sy g S @

Slolie g plos] (sl 5 3y90 Ml B 5 byl p Jo oyl plis slacs b plos b Soop ylSen @
fgots Sy 85> 5 Lol HBU

(5 ©ope 53) Loyl JBU lolie S i &ieS 3 <555 @

Slegbge p cyllss ogas s FSB 5 IMF oguasds Jlo dollgm cslagloilo b cllil 38 Sialen @
o bl

o) Sy gl s (gl JUIS ¢ Lo lunmso g 430] gLl lbli,| Canl Gilbge slgg ol ok 153 Ciyllsg yy ogde
deS 0 o S I JSiso dlg cpl (Slojlw jdle aas )8 soy g g g 4o 390 ) Sy blde jd Jgere g B)leie
Aoy ol nl o8 bl Hlebl plgicee ggere > bl (B plygle &eS g st lyglbe deS S y0d (g pal,

Coslyy asl 8333,5 LS5 (5,500 938 Crgo 41 |yss ol 189 pof (FSOC) Y o &old o <,s5 gl yqws ¥
NCUA .OCC FDIC «g3, S sboj, 5l siske ol oly > shls sliasl g o390 6,bailis 9 83 g
Gy G 4 lie] 33,5 o oain yppan e S j| 45 dam Laaiis Sy 3 CFPB FHFA CFTC SEC
Sl Sl (g6 e I &) Jlo Slidod 185 e Sl aS)le w8 e clld 1ygd slie plgisdy 9 Wl
ok St S5yl 9l woxiy lyte pololy) (635 pe dom Byl sy sl 0133,5 S FSOC 1 coles
lolid hod cpl ol didsg bleg (3lhg) (9o sgele o g o (Fg> s90le S (LI SOl BL Sy
ol ailby sil o gy b )3 ot SloSiy; 4 SISl 5 5l Jlo gy I8 5 Gilises (glaS,
905 AN 5 3)l9e 13 (50 1) Sl
e Sliios 3 5 B sl Gk | Jlo S b Sledbl g 9ls)5 @
fogilly sotuwr oSy (plulid jolatods Jlo pllas v, @
(b pla 2L g ey «ld Ll (gl 0508 (ol Ol s g 1)) @
f e GBS plas ol ClMbl (Kiaboa g L5 Jeges @
s sl il ol Jlo 508 oulais (gl orkais (slmolgiiny B, @
fled ol ot Sy Sl (Koo oS (G)llas g (ool gl Lol @

! Financial Stability Oversight Council

VY



.I)yﬁ LgLé:_cl (wl.yu u_:)l.Lp LgLaoo)'p )J) LglAiﬂa;a oLaMs] J_> L;])_g ‘_5|44§¢>u ol e

(soaals Bl @8y b s Bl )il g cpl STl (19 olsly Al oo 0)SS 4 VL (5155 Byl 4 pile 158
il Lo cpl o ST 05006 o Jlos! @ja8 4 00y &) eulas oolpiin Le)m lygd eylge el j0 )l 1) onds  plwlid
Sl ap LS Ol Cov g e (Byme phe (st B Sl ol (g 5l &S aledles g S Lol 305 et palas
W 335 oo yolo 1o b Mool 4yt el I YIY Coguad 5 (635 50 SOl slotiy L g ol wimlss o (5, J1,8) (658 0
4 o8 Cul pogad (635 (SRC) 5 pol ot Sy (glygd FSOC S 55 S o U] pogo sorald (185 )5 (]
SNl pMel g oy e Bl nl led oo P31 L)l g 0l oty o 53 (oot Sy il g Syl

el 48 S5 sl 5y900 Jlo sllil (S0 blie 3 p3ye poes I Cules gl &S

(S S y (0 RS 4D 10SCO 28w

CleMbl (B85 (g I quolial gla)ld) 1 Ll ale s j coled (rizman 5 bl il Sk 5> Slall coley 5 2L
iy i LU cbaoles a8 WS o opigy Jgo! opl comizren (Cul Gliol Bage o SleMbl cdly b oolyel (s g 1L Sl
Aoles o Wl o] cudlad i) g 5L o slexel Laas )

Sy g B alyw jl Coles caa sl LU sles @ylls  (Sie a5 b pllasl 5 xols clis p Jgol opl &gl 45T
e 5 OIS alop I cales 33 (2555 CuaSle 5 S 5 S lpl Slyjhe LEE  Jgol (il eores il (el
Lyl A8 LIS Wl g e @l o allas pas 4355 pn

5 S5l ) 4bles sl LU ladles (ids 5 ot Sy Cuodl (Jaol cpl YU jd onds S5 5)le0 plos 3l Hlai 8o
Blyel 5L L eladly &S cunl cpl Jlo lymu (gl pwys j1 (S dgg cpl balodls J)8 Jas e |y SlacSin) s ol
Oygo Jboleg Blysl JL o U slasles (gam 5 olyzu 3l i &S SlolBl Llansly ot Sy 4y (oS Ay t%; ool

Amd e s ) Sl gl ©lyyho 5 (ilsd 3 o Ol il (lEb ¢l 5l iy IOSCO ool ppizeen 5 285

2 e b Bl dgaome CleMbl 38> glidl o ojllas 5,k 51 B 85lilay win S wags 1) b old &5 elgs olyon (b
PSS oo e Jolgs (p yiags dlo Sl 205 3)l0 colee ol Sl dg2g (SThpde b asli Gl o ) Gl pegad

fadls Sl e ol o lunwa) (Sl i o Slaipe 285 )

¢ blan] gl st 5 (glasle o loll =Y

(b Y game Sy -V

(oY gae o iS5) Jbo WY guas goite clelyl —¥

fedlio slay Coy e —0

{OTC) Loyg 1)l L 5 d9290 Senny —F

A4



6552 ol 4 byrye Slegage ol gl olealy 5 o yl8 a5 158 3)90 |y 36 Jsol IOSCO (Jlo ol 51 g
W5 YN o 50 09390 Jaol busjl esmed g dds ol cuiin pMel 4y e b lasisiasd cpl )5 @l gl Ly p b
S 51 et Sy &S Cadls dinlgd i e g 039y Lasipe Lo Sansy & Logions 3> gl 3l 1 590 93

Copdo g GialS o)y Can d9350 S 0018 4 b il anidly sl o sanl 3 Lb LU sl )b o Hbl e ol Ll
g Cunl baiye ot Samy L IOSCO Lol g5 yils b 3 bl €uiS SaS o0g5 by b Lol yon ¢ sottamw Sann

il bis 5 S @l e I cales LS )0 BL lasley Slal I (S plgisdr et Sy St (rmen
ol i 1) 9 Blass

9 IS ale p b 3,5 aeS caa ik 4o dlawly slpd S Cuwnsls b apalae gl oladgy Wb 4 5)l o led VY Lol
Ll ALBD 3939 setuaw Saawy 0 )3 i Lo

€t GalS Ty (patuges Sy 5 03,8 ol il Jl 39 LIS 5 il g it 1 45 g Sl 590y

SleYb! Uidl Slol 31 5 ol iS sl g 51 Calos (58 pod CaroSs 2 o b5 caailze 593

B s o (550 CuoSl olaylidlu ;5 cans a5 canl pl sl conts Ll 500 g olow 4 bgpe Clallas j assl
@ g 45 Ll (oloyguiS 5l aloyw 413 como yol opl g a8 0p3liae 3¢5 2 1) olSy (slacig 5 g b oyl 51 oyl ¢l o
CSl slajlils 3 cind > 4 0) ool U 5 ol dbml sl a5 8L (el Wl e g 35)] e
ol 5 )0 Ll e pad i oll 2 e Gapass g ol oal)d LIS ale s 35 aulio 5l eolitul sgu dipej (55

S s Iy (2B slaS s blie 13 095 Cuoglie o yauiS pl dlatBl 5 55y 1]y ()l ko jw liselo] sl

Sty 22y pogde 500 pre A dw & Cunl 03)S Jobo | aos pl Jlo sl cilisie o)l ulul )
S o piS] 1588 )5S 15 gl cggtion shate 5ol p3Y Jlo sl ol Lais (glyy o )8 g satinse

O s ) Colen 5 35 5 CapaSl itd] Sl 51 45, kie e dus ] ] 03905 i
2 s o b o e 3950 o g cage 5)p S b Coblid ple & a3 ol G9K0] lallas

Gl (aseis B peS Aiud 59y Sy ol do b

\o



28 dalgs dbml Sl Jlo s Sed pln i g)lul ol alope jl coles el 5 S (S0 oS>
g hles o S o 0ls aalS 6 50 g ol e g L3k b (SaB 4 (oIS wleyu ol 5 (pb CuaSe coss

PRew (P (2058 Ol pxd duo )

4 -

35 Sl pu @l jl Colas (0B, b jadli

F oSl g9 S o b eyinly (558 oS jliel b alygtS - S

B39 32l 1y ploww 003L 50 (g pnad Lials gyl &bl

CaoSl gaS b gl S0l ohb cwdd Jlie o

Shleifer and ) 39 daled bsiw (oyxe ;0 iy oo
(Vishny 1997

Aalgs cge IS aylep | coles g ity (S0 CueS>
wlse lgil 5 5 @S gl @bl bl <S50 b as
o oligS (s G U298 0 el b Sy cnl g
7 odesily gl ply 31 Uly5 5 jieS” oS5 Jlein] ¢S

3355 Jugeus

&osl 5l ggd ogad )y Sl paye ) 1o Jle ol
S CuaSle Glael & (gyrby slaysiS n L)l
sebailed Ll o odly Hlis Y S o sl 5wl
SFonk (S b CuaSls &S 2l )edS anl pasuie oS
andly (6 5a5 b o bl ploww H5b 235k bgiw sl

L]

ploew 55k 0331 55 (gt P Wlatsly (65l (b CuaSls &S (5y0abgs (slaygutS a5 Wad o (LIS Y S puizeen

Mk 25k > (bM
w
I

6 -

35 Sl o gilio jl colos (B, glo adli

ko> i (25k pb iinly (558 oSl Slitel b (olajeus -V JS5

SLlassly FLQ(“’

1

lasly

Sl Ol G jipy Cumdg cpily (gl (ol (ol g
CuoSl ddlho dw 4y oltuaw Sy idey 9 J58S
Coley & Cunl )95 4 5V 095 (sl 0fag dxgs Cudlid
e Sy Rl Coge adlie aw ()l
pla o 3 1y ol dbml (pgiegd Sl g 25 o0



035 @l s 5l Cogd Glp 1) Ol sbor)l g )l (ol @ bape CbMel BL Jlo o)l @
055 ) 4 (558 CunS 025

) dbsiye Mol g 03g s oluis (63 o 5 (28 S alops G Cushl oz 3wl Jb o)l o
L plool

35 ) B ol g bl b 3 it Lisl gl

03)g) g2 4 (25 oSyl I cblis Caa sl SIS wlopw | Cole g (S5b CanSls ol (ool slacd iy
ol Lo oyl obf BYTIEIN syl j L;Lcs ol sl L,;’))])'f 3 diwe opl g Canl

S R0

s YooY oV Jlo Jlo w51 s a9 o Lol sl 0590 ,BU (sladles g acdgn (s do 5y 5l Jlo ol bads as (3
Ml gl SlggusS alli plojls 5 (IMF) gy (lolliye gt zmen (lellonn ladles &5 s pgboty 14 1t
Egdg0 ypyiage 3 ok Jlo Gl bads b biwlyen 1) 353 Jaol > g 03,8 &3l)| (ogass] 3 oledgein; 35 (IOSCO)
Cpiate ol 0as Gglaxe ol 4 w5l L gy dag CIE oS ol ot Sy a0 (oo ]y 0l g ykae
oS ol 0391 ot Caol b olodles g oS 1b 3905 13m0 )] Moy g (6350501 o ne cottnn Sy 4 (513,504,
e doy Casl YIS 31 Jlo plls S s Sy 2 45 gl (sloyly e losline ol g 03 (SOL L
IOSCO &5 uis ledl wlosss s osge |y o S Lats clgivn 35 oloyw slaylib o bU cladlys «lolidl plos b 4o
Sy HS 50wl 03905 adls] las so Blaal (Koo & 1) catanw Sy S8 b sladlys Glaal 51 (S lgiea
5 ol )le oS i )8 a5 ae |y (S0 ddle dw b BU slasly ( Jbo Gl s s ¢ ot

(bl ke 3ot | Coles =)

Ll ol cole, =Y

oSl S 5o Lol 2905 (gt 1) o] ot Sy I 3 0 g IS ots Sy 2 il ) don 4 S
N Ggie gz & dogi oM Ables a5 ols by dgis by bbb gladles 5 4l Jlo ol Lis 5 ols
il 0l et i IMF (g 51 5150 0 isu il ollas glanylire ol anily 5L o wisu il aoyllas b bU claslys
3 05 e Oyge 81§l g 2 S Gaos 2 lgie Bre g 38 Glewigr |y ol Glgie el il

Syllss LSy 3,Shae y2 593 J) g 09 gldgl p als byo o olasles lisa 1l (s slasles 2 (Sxe
Les b p Jbo ohle s cunle 308 b5 5 0 o Mols U LT polie jguin aSl (g diun S5 55l

! Intrusive

ARY%



bl ol Sllae ljsy 2oy 55y o i o 6 (oloolys (ol 150 B 48 3905 Leal s on 1zl

Ll 5 cqn ol ol gy ol Bl &5 Lol » ) Wb bbbl icw) [ Jed 5 sl

g oMb o jlod Jbo iz oS (LB wls LU sl iy 13 yp 90 |y (o i 3 aBS Gy

Boy logl o 1y Sluwse p oyllas Lo LU sl 05 (Mol Sleludl 4 s unl sids z)18 |, Mo

g B3l 31 35 Wi alygoeie Sl &) cuns (39, bl 3 45 Jlo dles Sy ol oS 1S gl b (g3l
el )12y 5 (Vb Conon

allgn Wl Bl ) g o slo i 53 4 359 sy Albcadgize & ol i i/ rols @
g 039a5 A g:d (ot S gt Sy 4 i 255 oo o by ol & (S L 3
ol Sy ol e s 1) Sy oy Jl Joime CBlgs Juiue poboay 53 ol co slasles sl
2Lt 5 bl sl ()l o og 4 Aty Slumshe 5 S 1 it )l o5 oS (slaclled
35 8 B b cpgda (nl N e Cogume mheo et B I &S sl lae g Ollas oS dumste
Ll "o (blesl oyl lyieas (45 aalys oy by & Sl 5 sl (gh Joo bly) s slasles

By i Gy s e Sy ol 5 el gl 9 Jpo Sl T o ise ! gl @

syl wis Y g il Wb (6. 50L bulyud (0 0 p Sl Sl lged b LB glaslys o)y sladl

)b ogadrds dius (pl) Kb 03y Fuwly wlide jebas 5 ond STyl Ll L S 5wl Glodd s

) o Slampo (gl slodta 3 s 1l BU sladls (150 Gho wlopw ol S b g Sl

oo iy (2T 3,15 3525 i el )3 il Sy Jloiol & (gloglly ot sloSns) b WS (6305 e,

9 Ol v &S glbojex b bt sbrojer p (2SS p Wb ()l slasles el Bjg> ) s b Lkl
Wb Ay 561y (edliy gladlitiol b sllasl oUlg b HbU dlas ¢ pmioed sl atdly 0 25l 1,8 qulais

el cleladl 5 I3 gladgy oy B adS a0 5055 5l o) S5UeS sleads ol .".’:gw/"é.blﬁ" .
anld 5555 o o318l plos aipled 3)58 1 dbgrpe Pluwe b Slbl « 5)la slaslyd a5k 5l bl HbU slasly

! Skeptical
A5 e S5 sl a2 ] 59103 5 ki 5 3551l GBI 51 oy Ll 5o 25Ty sl U g o5 il ian o PTOACEVE T
® Comprehensive
* Systemic Risk
> Off-Balance Sheet
® Macro-prudential Supervision
” Adaptive
& Conclusive

YA



ol )8 ‘01 Okl plodl s 4 5 5l 4513 5l Jols slaasl Slabld o)y &5 WS o Gyduad Slode (Il
o olwlid A o 20d 0 Cgwe Sl (650l s doul jelaieds g e sy jd Lol Cuosjp 5 sLcdiin
3,5 Loy plsl 30 115 (500 b 5 455 )5 s 2y30 l dtl S8 (Sllias 5]

1y o ol Lais el ( Jlo i b Loy claslys 155 b 6)San oysimad o )l sloasgi ) plad s> o LS

gl ool

Y4



