
 

 

7 

Czech National Bank / Financial Stability Report 2012/2013 
 

INTRODUCTION 

The Czech National Bank is pleased to present its ninth Financial Stability 
Report (FSR) to the public. The aim is to analyse and identify the risks to 
the financial stability of the Czech Republic. This year’s FSR focuses 
mainly on the risks that may arise in connection with the possible 
continuation of recession and the difficult situation in euro area 
countries.  

The FSR is based on an advanced analytical and modelling framework 
and contains stress tests of the key segments of the financial sector 
(i.e. banks, insurance companies and pension funds) as well as a stress 
test of households. The testing methodology has gradually been refined 
and several changes have been made since the previous FSR. Calculation 
of individual banks’ foreign exchange gains based on interest rates and 
credit portfolios has been added to the tests of the banking sector. The 
interbank contagion tests have also been revised and made tougher. The 
stress tests of insurance companies and pension funds make increasing 
use of individual data for individual tested institutions. The main 
refinement of the household stress test is modelling of the labour market 
position of households not only in relation to education level but also 
other socio-demographic variables. The household test now also 
incorporates shocks to interest rates. 

The financial sector’s resilience is tested by means of an alternative 
macroeconomic stress scenario entitled Protracted Depression. It assumes 
a long-lasting decline in economic activity caused by a sizeable fall in 
household consumption and investment in the domestic economy and 
low external demand. This stress scenario is compared with the Baseline 
Scenario, which is based on the CNB’s official May forecast. The impacts 
of both scenarios are assessed not only from the perspective of the 
financial sector, but also with regard to the property market and the non-
financial corporations and household sectors. 

In an effort to gradually focus the FSR on macroprudential policy and its 
tools, some changes have been made to its structure. Like last year, the 
FSR is divided into four main sections followed by thematic articles. The 
Real economy section deals with the external and domestic 
macroeconomic environment and analyses the financial situation of non-
financial corporations and households. The section entitled Asset markets 
analyses risks in the financial markets and the property market in more 
detail. The section called The financial sector describes key trends in the 
financial sector and the main sources of potential risks. The second part 
of this section newly includes stress tests of individual segments of the 
financial sector (banks, insurance companies and pension funds). The 
final section focuses mainly on an overall evaluation of the financial 
stability indicators and risks presented in the previous sections of the FSR 
and goes on to provide information on how macroprudential policy tools, 
microprudential regulation and financial market supervision can be used 
to respond to those risks.                                                                      

The thematic articles react to selected topical financial stability issues. The 
article An Additional Capital Requirement Based on the Domestic 
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Systemic Importance of a Bank focuses on calculating the systemic 
importance of banks and quantifying additional capital buffers for 
individual banks in the Czech Republic. The article Fiscal Sustainability 
and Financial Stability discusses the two-way interaction between the 
financial sector and the government sector together with prudential 
policies aimed at reducing sovereign risk in financial institutions’ balance 
sheets. The article Household Stress Tests Using Microdata presents a 
refined stress testing methodology and uses it to explore the impacts of 
macroeconomic scenarios on the percentage of distressed households by 
income. The article Impacts of Housing Prices on the Financial Position of 
Households analyses the effect of property prices on household 
consumption and debt in relation to housing type. The article Modelling 
Bank Loans to Non-Financial Corporations examines the effect of demand 
and supply factors on bank loans to non-financial corporations and 
presents a forecasting model for such loans.  

This Financial Stability Report was approved by the CNB Bank Board at its 
regular meeting on financial stability issues on 23 May 2013 and was 
published on 18 June 2013. It is available in electronic form at 
http://www.cnb.cz/. 




