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One of the biggest words in our industry…

An industry of BIG numbers…
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What we do about it...
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CPSS IOSCO Principles
Principle 3
Principle 4
Principle 7
Principle 13
Principle 15
Principle 16
Principle 17
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Framework for effective Risk Management
Credit Risk
Liquidity Risk
Default
General Business Risk
Custody Risk
Operational Risk
Asset Commitment

and EVERY other Principle!

Thomas Murray
Liquidity
Counterparty
Financial
Operational
Asset Servicing

And why ...
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Financial market infrastructures (FMIs) that facilitate the
clearing, settlement, and recording of monetary and other
financial transactions can strengthen the markets they
serve and play a critical role in fostering financial stability.
However, if not properly managed, they can pose
significant risks to the financial system and be a potential
source of contagion, particularly in periods of market stress.
Although FMIs performed well during the recent financial
crisis, events highlighted important lessons for effective
risk management.
Extracts from the PFMI

How...
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Principle 3: Framework for the comprehensive management of risks
An FMI should have a sound risk-management framework for comprehensively
managing legal, credit, liquidity, operational, and other risks.
Key consideration 1: An FMI should have risk-management policies, procedures, and systems that
enable it to identify, measure, monitor, and manage the range of risks that arise in or are borne by the
FMI. Risk-management frameworks should be subject to periodic review.
Key consideration 2: An FMI should provide incentives to participants and, where relevant, their
customers to manage and contain the risks they pose to the FMI.
Key consideration 3: An FMI should regularly review the material risks it bears from and poses to other
entities (such as other FMIs, settlement banks, liquidity providers, and service providers) as a result of
interdependencies and develop appropriate risk-management tools to address these risks.
Key consideration 4: An FMI should identify scenarios that may potentially prevent it from being able
to provide its critical operations and services as a going concern and assess the effectiveness of a full
range of options for recovery or orderly wind-down. An FMI should prepare appropriate plans for its
recovery or orderly wind-down based on the results of that assessment. Where applicable, an FMI should
also provide relevant authorities with the information needed for purposes of resolution planning.

Another way of looking at
it...
•
•
•
•
•
•
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Consider “Risk cascades” not just individual risks
Think through your risks
Understand your (and others) likely responses
Stress testing
Address the implications – not just the map
Be aware of limitations

8

THANK YOU
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