Download
Keep in mind

La serie Borradores de Economia es una publicacién de la Subgerencia de Estudios Econémicos del Banco de la
Republica. Los trabajos son de caracter provisional, las opiniones y posibles errores son responsabilidad
exclusiva del autor y sus contenidos no comprometen al Banco de la Republica ni a su Junta Directiva.

Autor o Editor
Sanchez-Quinto, Camilo Eduardo

The series Borradores de Economia (Working Papers on Economics) contributes to the dissemination and

promotion of the work by researchers from the institution. On multiple occasions, these works have been the
result of collaborative work with individuals from other national or international institutions. This series is
indexed at Research Papers in Economics (RePEc). The opinions contained in this document are the sole
responsibility of the author and do not commit Banco de la Republica or its Board of Directors.

Fecha de publicacién
Friday the 16th of September, 2022

Abstract

One of the lessons we learned from the 2008 financial crisis was the importance of monitoring the systemic risk
in the stability of financial systems. In this regard, lines of research have been developed with the aim to provide
reliable and timely metrics on this risk, taking as much information as possible. Among these, SRISK (Brownlees
& Engle, 2016) stands out, a measure that combines market behavior, capital ratio, leverage and balance sheet
of financial institutions to find the systemic risk exposure under a sustained crisis scenario. This paper replicates
the SRISK methodology adjusted for the Colombian banking system using GJR-GARCH-DCC models. The results
show that, although systemic risk of banks has been historically low, it reached its maximum in 2020, adding
empirical evidence on the impact of Covid-19 crisis. Furthermore, it is found that SRISK correlates with leading
indicators of economic and financial sectors, in addition to having predictive power in the sense of Granger
causality.
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