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The coronavirus pandemic is increasing the
risks to financial stability



Substantial movements on global financial
markets
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Stock market movements in domestic currency Interest rates on interbank loans
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Increased uncertainty on financial
markets in Sweden

Yield difference between bonds and
government bonds in Sweden

e Shortage of US dollars has affected
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Substantial effects on the Swedish economy

e Companies have been hard hit and
bankruptcies are expected to increase

* Unemployment is expected to rise
sharply

 Major uncertainty regarding how deep
and prolonged the economic decline
will be
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Companies have considerable need for financial
support and loans

Several companies state that it is considerably
more difficult to fund operations
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The chart shows the share of companies saying it is considerably more
difficult than normal to fund operations.

Source: National Institute of Economic Research
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Extensive measures to hold down interest =i
rates and facilitate credit supply
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Measures planned so far in 2020
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. Planned market operations




Banks’ credit losses may increase if the
crisis is deep and prolonged

 More bankruptcies lead to increased
credit losses

e Two scenarios from the Monetary
Policy Report in April

e |f the crisis is prolonged, banks may
have problems with credit supply.

* The housing market considerable
bearing on the effects
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Good conditions but more may be needed

The Swedish financial system is functioning satisfactorily for the time
being — thanks to the measures introduced.
e Finansinspektionen has taken measures

e Banks have buffers that can be used
 The Riksbank has given banks good prerequisites

More extensive measures may be needed



The coronavirus pandemic is
highlighting the importance of good
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resilience

e Established regulatory frameworks shall be
retained

e Continued efforts to reduce vulnerabilities
and increase resilience in the financial
system.

e Banks recreate capital and liquidity buffers if
these have been used

e Manage the fundamental problems on the
housing market and reduce the risks of high
household indebtedness




Interesting articles in the report

The Riksbank’s measures during the coronavirus pandemic
The Riksbank’s stress test of banks’ capital — an update

The interconnectedness of insurance companies, National Pension Insurance Funds

and banks via the foreign exchange market

A new reference rate — the way forward
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