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il
Factors causing LIRE Factors protracting LIRE Impact & structural change of LIRE
(past) (present) (future)
s Demographics (|ife expectancy, # Pain structural changes R

oRisk migration (from borrowers to
SEVEFS, BOFOSS generations)

oSize and structure of financial
system|declining role of banks,
imcreasing size of financal markets)

Vulnerabilities frorm LIRE across sectors

1.Resillence of fin_&non-fin. institutions

2.Credit oyde (indluding assat prices)

3. Funding {incl. financial instruments)

4, Maturity and lquidity transformation

5. Market structure size & concentration

B.Interconnectedness

increasing dependency Fatio)
# Capltal flows (high saving Asia, oil-
Exporters)
+ Demand for safe assets
- | * Declinimg relative price of investrment
{amd subdued Investrent)

Declining TFP trends .
* Ineguality / declining labour share
# Declining inflation trends "
feredible monetary policy) Interest Rates (LTI}
._ Behavioural adjustrments and

Short-term Interast

Structural factors
(decade long trends)

(28ueya |E']I'|:|.3'I'IJ2|5
‘salj|iqelauna) 3oed

* Debt overhang feedback loop with real economy:

# Collapse im asset prices # Low interest income: * Scenarios: Back-to-normal/Low-for-long

E —
.E B * Surge In uncertainty (and risk aversion) oincregsed HH precautionary saving ohole by factors underlying and
- E o Precautionary behaviour [increased cDeclining net interest margin {flat protracting LIRE = §'
s B+ HH saving, lower HH consumption, yield curva) = tighter lending cHistorical comparisonsg cross-country § 3
- ﬁ lower NFC investment] * Uncertain economic recovery evidence 10 assess plausibility for .- 2
g 5 o Increased dermand for safe assets oPrecautionary behaviour: high importance of LIRE factors in the future i -.E-
U= = Counterparty risk = more saving, low investment # EU and cross-country risk assessment 3 2
5 collateralized lending # Declining inflation and growth ofinancial institutions&financal system F.-
~ expectations (dus to obsered low ocNon-financials (HH, NFC, gov.}
# Basel regulation [CRRSCRDIV) Increasing inflaticn and growth) sCross-country & sectoral spillovers J
capital and lguidity requirements for =y
banks = lower lending, larger dermand ® Liguidity requirements & Sobsency Il * :2'&;::;35;;:': ;'l:l:ilal'-'éft:!lziﬂﬂhw
i, for safe & liguld assets malntain dermand for safe assets regulated and mar‘ket-bagd — g
Collateralised lending with larger ‘ * Regulatory arbitrage and leakage - r:gzlatmn to be accompanied by - y
hiaircuts maintains downward pressure on
* Competition from non-banks (financial lending/funding rates through i ;tz::;{;:k:::;ﬁrmﬂ:t}zp E
senvice liberalisation) oompetition financial services overall? -

Reduction in communication and Substitutability of production and Market-based intermediation less
transportation costs increased global - financial intermeadiation — ocostly

comipetition = higher cost efficdency = downward pressure on interest Specialized financial intermediation
and declined market powers rates and prices [e-g. finvech, algorithrm trading)

Technology Regulation

R N
L]

‘\_‘T,_r"
ASojouyosal

|"

Source: Joint ATC/ASCIFSC Task Force on "Macroprudential Issues and Structural Change in a Low Interest Rlate Environment™.
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Insurance Investment Markets Real economy | Cross-sectoral
companies / funds aspects
pension funds

Resilience

Credit / financial cycle

Funding, liquidiy / maturity
transformation

Risk concentration / Market
structure

Interconnectedness -

Zdroj: ESRB, Macroprudential policy issues arising from low interest rates and structural changes in the EU financial system.
Barva vyjadSuje intenzitu rizika (lerven8 nejvygg?).
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Short term

Immediate impact

Incentives for

Zoncrete actions

Fotential outcome

Lg

Long-term

Fotential structural

changes

banks by banks N
SR Cost-efficiency
. wig M EA or others
Feduce interest Feduce gsset
mardgins i i isi
Search of ather quality Cﬁiﬁﬁfﬁ;ﬁ?
i Increase sources of income Inc tease d
- horrower's net Deleverage
ﬂ warth Increase risk Relaxation of credit forbearance :
'E appetite standards Cases of
Asyrmimetrically ) ) "gamhling far
e
g reduce lending Detcrea_se Inl:e_rptlwe Shift between loan o - resurrection”
e and deposit rates o raize capits portfolios business Drf_fmulhe;tt? |Iilmreatu:urapputetltef
a ] lines raize capita owy prospects o Mov e from
= Increaze lending to back up dividends %'s wadiional
z Increase asset volumes Irmpact on maturity asset increased risk banking to
3 v olatility Extension of fransformation Expansion appetite overall) market- hased
maturities of rmodel
market liabilities
Decrease cost of Lirrited roorm to
debt funding - Development of
raintain deposit-like
depositors .
prndut;:;ikn:tmde

D0
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Note: Red-coloured text denotes negative effects of the low interest rate environment, green-
coloured text denotes positive effects. The assessment of potential outcome includes boxes
indicating developments, which are possible to verify quantitatively once the data is available (red
boxes denote negative effects, yellow box denotes an unknown effect due to potential interplay of
several factors).

Source: Technical Documentation, Section B, Annex 1, prepared by Workstream 2 of the Joint ATC/ASC/FSC Task Force on
AMacroprudenti al | ssues and Structur al Change in al8ow
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