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Key points – Tools of doctor TARGET2 

 How to identify potential 
liquidity problems?
 A set of quantitative indicators, 

covering multiple aspects of 
liquidity problems

 Uses wide range of the data 
from different sources 
 Data availability, collateral and 

RTGS

 Observed changes in 
behavioural patterns in the 
historical data when bank 
encounters the liquidity 
problems

Source: Is this bank ill? The diagnosis of doctor TARGET2,
Ronald Heijmans Richard Heuver.August 2, 2011

Presenter
Presentation Notes
How to identify liquidity problems Minimum reserve requirementsInterbank money marketCentral bank facilitiesTiming of paymentsCollateral amount and useBank runWhen a bank is getting into liquidity problems often the following pattern will become visible in RTGS dataProblems funding in the market (higher rates, lower volumes)Shift to central bank borrowing (tenders)Increase intraday creditDelay paymentsBank run



Questions for discussion

 Calibration?
 How big change is relevant?
 Can it be quantified?

 Possible data availability issues?

 Timeframe? 
 Short term and long term analysis?
 Detection of problems in time to allow response?



Thank you!

Source: xkcd comics, http://xkcd.com/831/
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