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Summary

Macroprudential Data Scoping Session: Summary
Given the search for appropriate macroprudential indicators and the significant information
demands upon financial institutions from the official sector, the International Centre for
Financial Regulation (ICFR) invited selected members from the research side of the official
sector to discuss and exchange perspectives on ‘macroprudential data’ and its sources and
uses. Each organisation present had interrelated but distinct needs for the purposes of their
work. In addition, the academic perspective was represented to consider data needs for
pure academic work.
The discussion was held under the Chatham House Rule. For this reason, views are
summarised without attribution.
The main points of the discussion centred upon:
(i) Transparency and disclosure of data reporting: How much data should be
disclosed? Arguments for and against transparency? Should the data be equally
available to everyone? Should the regulators have more information than the
markets themselves?
(ii) Type and amount of data required: Data series, timing, and frequency need to be
coordinated for the private sector to be able to comply and for data to be
comparable across borders. Need for adopting a ‘risk-based’ approach to data
collection.
Themes:


The first issue that emerged was data disclosure. Firstly, the question arose of what
exactly regulators and the public should have access to. Secondly, there are issues
with national data protection laws, but also with commercially confidential
information. Most felt that whilst aggregated data could be published, disaggregated
data cannot. Finally, there was discussion of bridging the gap between the data
collected by the banks and the national accounts data collected by individual
countries.



One representative felt the data itself was less of an issue than the technology of
data collection, transparency and disclosure.



Questions also concerned the relevance of data collected and issues of comparability
among different data series and across borders. If we are to use a variety of data sets
to measure systemic risk, the issue of comparability becomes especially important.
Harmony between different data collecting bodies should also be encouraged, rather
than collecting more data on an individual basis.
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Data should be collected at the level of the decision-making unit. A natural way to
start is by collecting bank data on a consolidated basis. In order to span the different
types of risks that banks are exposed to, the collected data should cover both their
asset and liabilities, as well as off-balance sheet positions. Given the global nature of
banks’ business, data from national accounts need to be complemented with data
on international banking activities.



Uncertainty of value and validity of indicators necessarily means that, at this early
stage of work data needs will be evolutionary. Also the very nature of collecting and
watching data has an iterative effect on its importance and utility, which means the
importance and influence of certain data sets will change over time.



To the extent possible, existing or new data collectors should be used, such as the
counterparty clearing systems. Within the European system the need to bring COREP
into use is an addition opportunity (or constraint) that needs to be considered for EU
banks and bank supervisors.



Nonetheless, a certain streamlining of data requirements is also needed: large
institutions have many data requirements, but these often overlap. One solution
might be, for example, to evaluate the need to continue collecting all former data
series once a new one is requested, with the aim of reducing the burden of data
reporting where possible. It was therefore common ground that simplicity should be
the key guiding principle of data collection.



It was noted that many organisations such as the International Monetary Fund (IMF),
the Bank for International Settlements (BIS), and the various national regulators
already collect huge amounts of data, each focusing on their particular area of
interest and comparative advantage. This suggests that different organisations may
well need different slices of the data - be it nationally-based or bank-consolidated
data, for example.



Another point made was that in the face of the growing complexity of the financial
markets, there is more need for data granularity. Financial market instruments
evolve rapidly, and, as such, there arises a need for a system which is capable of
monitoring and ‘keeping up with’ this rapidly changing environment. Although some
advocate maximum granularity, this may create distortions in the market since close
monitoring of one financial instrument incentivises the banking industry to design a
‘new instrument’ which will not be captured by the data.



The speakers also touched upon using various tools (such as LTV caps, advancedecline ratios or reserve requirements to manage asset bubbles).
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Proposals:


Some said it may be useful to implement a common accounting/reporting language
across the regulators.



Others felt that ‘one-in-one-out’ rule should be used when it comes to data
collection – that is, once a new method of data collection is adopted, the old one
shall be abandoned. This ties in with the point made on data requests, above.



Proposals were additionally aimed at the issue of disclosure. Some warned against
disclosing too much information to the markets, since too much information is said
to hinder the price mechanism in the financial markets. The data should be
aggregate enough that individual decisions of investors cannot be traced by the
process of backward induction as this hinders the price mechanism on the markets.
Although an aggregated framework of data collection is fine from the perspective of
macroprudential regulation, the speaker stressed that it may not give the regulator a
full picture of the interconnectedness between banks.



There is a need to release information in a continuous fashion to decrease the
chance of a crisis occurring. However, not all data series need to have the same
frequency of collection and a clear priority list of the most important data is needed.



The issue of frequency of data collection was also addressed, with the general stance
being that the time span of each data collection should be reduced to days or weeks,
rather than quarters or years. In addition, it was proposed that clearing and
registration of derivatives would naturally increase standardisation and, hence, ease
supervision.



One speaker was particularly interested in measuring funding maturity and funding
liquidity - so that the regulator would know the speed at which the industry was
approaching dangerous levels.



Another proposal included collection of data from the non-bank sector to limit risk
accumulation and the creation of incentives for regulatory arbitrage in the financial
market as a whole.
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Conclusions:
1. An argument for globally consistent (unit, periodicity and definition) data requested
at regular intervals needs to be made to official sources to permit private sector
providers the best chance of effective data programming and compliance. Requested
changes need to be coordinated among supervisors.
2. Choices on data need to be made on a risk-based methodology, so that the most
important data series are captured first, and the cost of collection can be justified.
3. A project on the optimal disclosure of information on the efficiency of price setting
would be useful, as there is little academic work on this topic. How much
information can be put in the market before the price mechanism no longer
functions?
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