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Overview

• Previous panel was about supervisory expectations on risk identification, 
scenario design and capital planning

• This session is case studies focused on tailoring scenarios to firms’ idiosyncratic 
risk
- Tailoring core macro scenarios 
- Parallel examples from two participants
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Tailoring a scenario

• For large & non-complex firms (“15-19”) 
- Business model is usually pretty simple to stress
- Can adapt a standard severe macro downturn, e.g. Fed’s scenario
- Geographic footprint, industry concentrations

• For the larger firms (“15-18”)
- Tailoring is more difficult – diversified across geography, industry, products
- Standard credit shock (even if very large) may not be biggest risk
- Can’t jam all risks into one scenario (e.g. can’t have rates rise and fall)
- Scenario may not be perfectly coherent to a macroeconomist
- Events – e.g. the default of a specific entity – likely to play a larger role
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Capturing Bank-specific Risks in the Macro Scenario

• In addition to the aggregate macro background, firms are asked to tailor the 
scenario to their specific business model and idiosyncratic risk exposures. 

- This requires a more granular view about how the scenario would play out

• For example, some selected sector-level exposures:
- Residential and commercial real estate;
- Exposure to the energy or auto sector;
- Credit card portfolio;

• Geographic exposure:
- Domestic regional;
- International.
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Simple Top-down Models to Assess Tailoring

• Finally, we can use top-down models to assess the degree of assumed stress 
relative to historic norms for a given bank.

- An example for net interest margins (NIMs):
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Another Approach to Scenario Customization
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The material risk inventory mapping process identifies gaps where 
idiosyncratic add-ons should be considered

Risk Identification 
Process CCAR Coverage EvaluationRisk Mapping to CCAR Loss Estimation 

Processes

CCAR Modeling Approaches

PPNR

Structured Securities

Trading Exposures

Wholesale Credit

Operational 

Other… No Explicit Coverage

Fully Covered by Stress 
Testing Models

Partially Covered by Stress 
Testing Models

• The risk inventory is evaluated 
on a quarterly basis to assess:
– Changes in exposures
– New sources of risk
– Emerging risk issues
– External risk factors
– Tail risk events

Corporate Material 
Risk Inventory

   
Q2 Risk Review

Risk Identification Process

Q3 Risk Review

Q4 Risk Review

Q1 Risk Review
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Candidate for 
idiosyncratic scenario 

add-ons

• Risks that are not fully covered by the 
stress testing models are used to develop 
idiosyncratic scenario add-ons

• Each exposure in the risk inventory is 
mapped to one of the CCAR loss 
estimation methodologies

• The loss estimation methodologies are 
compared to the exposures to 
determine if the models provide 
sufficient coverage of the firm’s risks
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