Box 1: SBP’s Systemic Risk Survey - 7" Wave (January 2021)

(Disclaimer: The results represent the opinion of the respondents of the survey and do not reflect the views of the

State Bank of Pakistan.)

SBP completed the 7" wave of its biannual
Systemic Risk Survey (SRS) in January 2021 to
capture the risk perceptions of the market
participants and evaluate their confidence in the
stability of the financial system. As was the case in
previous iterations, the core survey questions
remained unchanged. However, to gauge the
perceptions of the participants about the stability
implications of ongoing COVID-19 pandemic, the
survey questionnaire has been supplemented with
a set of questions since the last conducted wave
(sixth wave).

Besides risks emanating from the pandemic, the
survey gauged the present and future (over the
next six months) perceptions of the respondents
related to five broad categories of risk i.e. global,
macroeconomic, financial markets, institutional
and general. The respondents for the current
iteration included a broad spectrum of
stakeholders’. One hundred and fifteen
participants took part in the current wave yielding
53% response rate.

Summary of Results:

1. At present, on the aggregate level, respondents
rank the “Domestic Macroeconomic Risks”
category as the most vital, followed by “Global
Risks”. Their perception about importance of
risks to the financial system are exogenous to

the system, and does not change for the next
six months. (Chart A & B)

2. In terms of specific risks at present, highest
rated are “detetioration in household income™,
“slowdown in domestic growth”, and
“volatility in commodity prices”. For the next
six months, the respondents substitute the risk

sources with “increase in domestic inflation”,

7 The respondents included executives from commercial banks,
insurance companies, exchange companies, MFBs, DFIs, major

“volatility in commodity prices” and “cyber
security risks”. Apparently, in the near future,
respondents are hopeful for the recovery in the
domestic economy but remain cautious
regarding rise in inflation. (Chart C)

3. Comparison of previous three waves indicates
that the risk perception has slightly improved
towards domestic inflation and slowdown in
domestic growth. (Chart E)

4. The confidence on the stability of the financial
and banking system has improved in
comparison to previous waves. It manifests the
effective handling of the economic and
financial risks—in the wake of timely policy
measures taken by the government and the
State Bank of Pakistan—associated with the
COVID-19. (Chart D)

5. Itis encouraging to note that the respondents’
views—in the pandemic’s perspective—remain
strongly positive about the efficacy of the
SBP’s overall policy measures. (Chart F1 &
F2)

6. Regarding COVID 19’s impact on financial
industry, the survey results indicate that major
adverse impact could be observed on advances
growth followed by profitability and business
operations. (Chart G)

7. In respondents’ views, the impact of COVID-
19 on financial stability would gradually fade
out from immediate term to medium term as
the pandemic eases (Chart H). Further,
respondents’ perceptions have slightly
improved in comparison to previous wave (6th

wave).

financial market infrastructures, financial journalists, members of
academia, SECP officials and think tanks.
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Chart A: Perception on sources of systemic risk- present

Chart B: Perception on sources of systemic risk- 6 months
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Chart C: Top 10 Risks Identified Chart D: Confidence in Financial Stability
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Chart E: Comparison of SBP's Systemic Risk Survey (SRS) Results (5th, 6th and 7th waves)
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Chart F1: Respondents confidence on the SBP's measures to mitigate the implications of Covid-19 Shock
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Chart H: Likelihood of COVID-19 pandemic undermining the stability of Pakistan's financial system - Comparison with SRS 6th wave
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