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RISK MANAGEMENT

...in @ bank

...in a central
bank

.,in @ monetary
union
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central bank
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WHAT IS SPECIFIC

TO
more risk averse? A risk endogeneity
different priorities CENTRAL signalling effect
BANK?

risk transfer public interest

risk-return trade-off legal tender

monetary policy



/;
BANCO DE PORTUGAL
B/ iosisrens

MA JOR SOURCES OF CENTRAL BANK RISK

OPERATIONAL RISKS
physical security, cyber threats

REPUTATIONAL RISKS
communication

FINANCIAL RISKS
QE

CENTRAL
BANK
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FINANCIAL RISKS

CENTRAL
BANK

AFTER
NON CONVENCIONAL MEASURES

increase in CB balance sheets

BEFORE

risks contained

fully collateralized unavoidable risks

lending T~

tension between policy goals
and financial risk management

e
C‘ relevance of financial buffers

FINANCIAL CRISIS



NON-FINANCIAL RISKS
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REPUTATIONAL RISKS
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VERY PARTICULAR INSTITUTIONAL SETUP

Y
netd
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m risk

anagement

CENTRAL
BANK

INVESTOR versus POLICY MAKER

GOVERMENT

DEBTOR versus SHAREHOLDER
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INDEPENDENCE

CENTRAL
BANK
DEPENDEN

RISK
MANAGEMENT
INDEPENDENC

segregation adequate resources

departement level

direct reporting accountability
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CENTRAL BANK AND MONETARY UNION
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TARGET

ASSETS % LIABILITIES

CENTRAL
BANK
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MONETARY UNION

G O

many credit
assessment sources ( 5

less

autonomy
harmonize

and control

O risk sharing
exogenous
impacts O

credit and interest

rate risk O O O

O

fx risk

broader range
of assets
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A SMALL CENTRAL BANK

iy NN ﬁ “BANK
BANK
CEBI\/LTNR:L BANK BANK A T




EEEEEEEEEEE

BANCO DE PORTUGAL

RISK
MANAGEMENT
DEPARTMENT
since 2012




