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Shock(£3) vs. Vulnerability(F2)

T2| Z2{0] JtshiTl 3 AlHof| FFsl| £ Trot F:xil= HEZ 2019'H 118 W2t=l FRBO| Financial Stability Report
- 20194H9| FH|= FA|AR (D=2 $|=240f| CHSH HI Hthe resilience of the U.S. financial system)2+ Z10]| CHSHRTH &|A|

- £3], BBAVT FPYT O s 91E0| TH= 3% HMAAZ QABI=H|E 20| &

FRBO| BLIEY TafQl2 E7(Shocks) Tt 5I2H4(Vulnerabilities)'s &
- B2{(38 = 2RO PRAM Hs)2 BX0= o0 ofiCkn X/

o o— T— = ="

- 22 AIZI0] XILITHA L= 20| /O FBAIAR D10 A2 SA| I 2XIS 2o
- FRBE (50| 27121 520 Oficl Hops'S LI Strl ZZolor3ictn 41

Consistent with this view of financial stability, the Federal Reserve Board's
monitoring framework distinguishes between shocks to and vulnerabilities of the
financial system. Shocks, such as sudden changes to financial or economic conditions,
Financial Stability Report are typically surprises and are inherently difficult to predict. Vulnerabilities tend to
build up over time and are the aspects of the financial system that are most
expected to cause widespread problems in times of stress. As a result, the frame
work focuses primarily on monitoring vulnerabilities and emphasizes four broad
categories based on research.

Member:m 1) Valuation pressure
2) Borrowing by businesses and households
3) Leverage within the financial sector
4) Funding risks

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

A= FRB, LS%'EI 2AXPAE LS Securities Research 1 3
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Figure 1.5. As of April, an estimate of the

equity premium remained near a 20-year low

Percentage points
Manthly
— — 8
— — &
B N
— W™ Median=asa ar] 4
= - 2
y 0
NN NN NN NNNNE

1991 1996 2001 2006 2011 2016 2021 2026

Source: LSEG, Institutional Brokers' Estimate
System, North American Summary & Detail
Estimates, Level 2, Current & History Data, Adjusted
and Unadjusted, https://www.lseg.com/en/
data-analytics/financial-data/company-data,/ibes
estimates.
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Figure 3.1. Banks" risk-based capital ratios remained near historically high levels
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Source: Federal Reserve Board, Form FR Y-9C, Consolidated Financial Statements for Holding Companies.

Figure 2.1. The total debt of businesses and households continued to grow more slowly than GDP
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Source: Federal Reserve Board staff calculations based on Bureau of Economic Analysis, national income and
product accounts, and Federal Reserve Board, Statistical Release Z.1, "Financial Accounts of the United States.”

Figure 4.3. Bank funding structures stabilized at levels consistent with historical norms
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Source: Federal Reserve Board, Form FR Y-9C, Consolidated Financial Statements for Holding Companies;

Federal Financial Institutions Examination Council, Consolidated Reports of Condition and Income (Call Report)
Form FFIEC 031.
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