56

Index of charts and tables

Charts

—_

11
1.2

13
1.4
15
16
17
18
1.9

21

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

210

21

212

Box 1

31
32

33

34
35

Introduction
Falls in UK bank equity prices, 1970-2008
Overview of Financial Stability Report structure

An extended global credit boom

Volatility of real GDP growth

Bank lending to households and non-financial
companies in the United Kingdom

Loan to income ratios for house purchases in the
United Kingdom

Real leveraged buyout loan issuance

Financial market liquidity

Selected asset prices

Major UK banks’ customer funding gap, household
saving ratio and foreign interbank deposits
Major UK banks’ assets

Major UK banks’ leverage ratio

An adverse spiral develops

International GDP growth forecasts

UK house prices and activity

Loan to value ratios in selected UK house price

fall scenarios

Spreads on mortgage products by credit quality

of borrower

Share of corporate debt accounted for by businesses
with interest payments greater than profits
Decomposition of sterling-denominated
investment-grade corporate bond spreads

European and US speculative-grade corporate default
rates and forecasts

Major UK banks’ undrawn NFC credit facilities
Global residential mortgage-backed securities issuance
Bid-ask spreads on UK residential mortgage-backed
securities

Anomalies in prices of the ABX sub-prime index
(2007 H1 vintage)

Major UK banks’ and LCFIs" write-downs and capital
issuance since 2007 Q3

AAA-rated UK prime RMBS and US sub-prime

RMBS spreads

Credit losses on UK prime RMBS

Comparison of mark-to-market losses on UK prime
RMBS and US sub-prime RMBS

Estimated pre-crisis investor base in UK prime RMBS
by institution type and rating

Institutional risks materialise

Major UK banks’ and LCFIs’ credit default swap premia
UK GDP growth forecast dispersion and major

UK banks’ credit default swap premia

Three-month interbank rates relative to expected
policy rates

Equity prices of distressed institutions

Capital positions of Fannie Mae and Freddie Mac

o 00 00

O

10
10
10

10

m

12

12

12

13

13

13

15

15

16

16

17
17

7

18

19
19

Financial Stability Report October 2008

3.6
37

3.8
Box 2

3.9

310

41

4.2

43

4.4

45

Box 4

4.6
47
4.8
49

51

5.2
53
5.4
55

5.6
5.7

5.8
59
510
51
512
513

514

6.2

US securities’ houses exposures to structured credit
as a proportion of total assets at end-2008 Q3
Major UK banks’ and LCFIs” market capitalisation
90-day US Treasury bill yield

Outstanding notional amounts of derivatives

Gross market value and net credit exposures in OTC
derivatives

US money market mutual funds’ total assets under
management

Maturity profile of US commercial paper issuance

A system-wide response

Major UK banks’ credit default swap premia

Major UK banks’ equity price dispersion and implied
volatility

Comovement between financial institutions’ equity
returns

Illustration of the variation of default probability
with asset uncertainty

Major UK banks’ Tier 1 capital ratios

Major UK banks’ cumulative write-offs on domestic
lending

UK banks’ price to book ratio

Major UK banks’ maturing bonds

Major UK banks’ dividend yield

Major UK banks’ equity prices, mortgage lending and
wholesale funding dependency

Near-term prospects for the financial system
Indices of bank CDS premia

Indices of bank equity prices

Illustrative change in return on bank equity following
recapitalisation

Three-month UK interbank rate relative to expected
policy rates

Spread of three-month US dollar Libor implied by
currency swaps over actual rates

Hedge fund returns and net capital inflows

UK insurance company net income and financial
indicators

Proportionate changes in selected sovereign credit
default swap premia since April Report

Estimated pre-crisis investors in credit markets
Major UK banks’ fixed-rate bond spreads

Major UK banks’ customer funding gap

[llustrative adjustment path for customer lending
to reduce customer funding gap to 2003 levels
Growth in lending to real economy following past
financial crises

Sterling liquid assets relative to total asset holdings
of UK banking sector

The medium-term agenda

Long-run capital levels for US commercial banks
1840-1993

Key components of Tier 1 and Tier 2 capital and
relevant regulatory limits under Pillar 1

20
20
20
21
21

23
23

26
26

26

26

27

27

28
29
30
30
30
34
34
35
35
35

36
37

37

37

38

39

39

39

40

40

41

41

42



Box 6
A Dynamic provisioning 44
Tables
2 An adverse spiral develops 10
Box 1
1 Mark-to-market losses on selected financial assets 14
3 Institutional risks materialise 17
3.A Major central bank operational announcements since

April 2008 18
4 A system-wide response 26
Box 4
1 Stress-testing calibrations 28
2 Mark-to-market calibrations 29
Box 5
1 Announced capital raising commitments from

UK financial institutions 32
2 Selected government support packages 33
5 Near-term prospects for the financial system 34
5.A  Major UK banks’ CDS spreads and equity prices 34
5.B  Typical haircuts applied by prime brokers 36
5.C  Expansion of central banks’ balance sheets and

availability of government guarantees on banks’

wholesale funding 38
6 The medium-term agenda 41
6.A  Key actions to improve resilience 41
6.B  Elements of the Banking Bill 2008 46

Index of charts and tables

57




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Average
  /ColorImageResolution 72
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Average
  /GrayImageResolution 72
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Average
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [300 300]
  /PageSize [595.276 841.890]
>> setpagedevice


