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Mapping risks

Nonbank financial institutions play a more prominent role today, in a more complex and opaque

ecosystem.
Direct and Indirect Exposure to Advanced E Risky Credit Markets (U.S. dollars)

Banks ($1.9 tn)
of which
Term fosn A’ (5620 b} Mutual funds and ETFs
oot zrovir Private Debt Funds (5900 bn)

Hedge funds ($200 ba)

Pensions ($390 bn)
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Historic volatility

Concerns about the economic fallout of the pandemic on
emerging markets led to historically high volatility at the
trough of the sell-off.

Nonresident Portfolio Flows to Emerging Markets
(Daily, 28-day moving average; billions of US dollars)
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Simulating profitability
A simulation exercise reveals low profits may be in store for a number of banks.
Simulated Return on Equity, by Region (Percent of sample assets)

RoE: W <4 percent 4-6 percent /6-8 percent W8-12 percent M >12 percent
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