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Abstract

We measure systemic risk in the network of �nancial market infrastructures (FMIs) as the

probability that two or more FMIs have a large credit risk exposure to a common FMI partic-

ipant. We construct indicators of credit risk exposures in three main Canadian FMIs and use

multivariate extreme value methods to estimate this probability. We �nd large di¤erences in the

levels of systemic risk across participants. Conditional on the participant being distressed, we

re-estimate these probabilities and �nd that some participants create large exposures to FMIs,

resulting in a larger level of systemic risk than the rest of the participants. Our results suggest

that an appropriate oversight of FMIs may bene�t from an in-depth system-wide analysis, which

may have useful implications for the macroprudential regulation of the �nancial system.

JEL classi�cation: G21, G23, C58

Keywords: Credit risk exposure, systemic risk, �nancial stability, �nancial market infrastruc-
ture, extreme value theory, clearing, settlement.

�We are grateful to an anonymous referee, Jason Allen, Carol Brigham, Francesca Carapella, James Chapman,
Peter Christo¤ersen, Jorge Cruz, Paul Glasserman, Joseph Haubrich, Kari Kemppainen, Wade McMahon, Paul
Miller, Miguel Molico, Alexandre Ruest, Varya Taylor, Maarten van Oordt and Gabriel Xerri for comments. We also
thank seminar participants at the Bank of Canada, the Bank of Finland, the Bundesbank Conference on Payments
and Settlement, the Cleveland Fed/OFR Financial Stability Conference and Payments Canada. We thank Omar
Abdelrahman, Siddharth Untawala and Blair Williams for excellent research assistance. The opinions and conclusions
expressed herein are those of the authors and do not necessarily represent the views of the Bank of Canada and the
International Monetary Fund. Corresponding author: either Fuchun Li or Hector Perez-Saiz. Email addresses:
fuchunli@bank-banque-canada.ca (F.Li), hperez-saiz@imf.org (H.Perez-Saiz).



https://isiarticles.com/article/90427

