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» Contagion risk is the risk that the financial problems,
especially insolvency, of one member of a group will bring
about deterioration in the condition of all other members.
(Lumpkin Stephen A., “Risks in Financial Group Structures,”

OECD Journal: Financial Markets Trends, 2011)
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> “In the current crisis, we have seen that financial firms
that become too interconnected to fail pose serious
problems for financial stability and for regulators.”

(C. Plosser, March 2009)
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» The nature of contagion in groups is based on the same
principle as in the literature of contagion risk in financial
systems or networks. (Deringer, F. B., “Study on Financial
Conglomerates and Legal Firewalls,” October 2003)
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> K|H 7+ Z&(Governance structure), =X SH(control power),
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»> Guembel, A., “Diversification and Contagion: Connections
and some regulatory implications,” Belgian Financial Forum
(2017)
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» Kiyotaki and Moore (1997), Freixas, Parigi and Rochet (2000),
Allen and Gale (2000) &
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> Vivier-Lirimont (2006), Blume et al. (2011) &
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A conjecture in ‘Rethinking the financial network’ (2009, by
Haldane):“Interconnected networks exhibit a knife-edge, or
tipping point, property. Within a certain range, connections
serve as a shock-absorber[. . . ] But beyond a certain range,
the system can flip the wrong side of the knife-edge.
Interconnections serve as shock-amplifiers, not dampeners,
as losses cascade.”

» Acemoglu, Ozdaglar and Tahbaz-Salehi, “Systemic Risk and

Stability in Financial Networks,” American Economic Review
(2015) =
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A A 2]&(systemic risk)2| &

« Eisenberg and Noe (2001)
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» “Systemic Risk in Financial Systems,” Management Science

= Gourieroux, Heam and Monfort (2012)
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> “Bilateral exposures and systemic solvency risk,” Canadian
Journal of Economics




=87|2=0] Hel
2t A (matrix E)E
AS U= HERZA
oM 2 =57|8
O HMO|X|=
(Contagion
Index)E Al4t
(EetE a8Al%
O &5t O
F&o| =2 57U
=z8l1se £5)




Das (2016)2| Matrix Metrics

- nZl2] 2[AZ O|FROM U= a8 UIERAZL graph G(VE)

« V& vertex (node) set

» E= edge (link) set (Z nodez 7 Y42 EOF= Matrix)
= 2 nodel| & HIHE C
> Zt nodel| ¥ X|$ = Z-score, OMEEIIE 5SS 0|8

- A2 @™ (systemic risk) BE = (CTEC)1/2
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Source: Das (2016)



E Matrix of the Network of 18 Nodes

Example
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