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Box 1.1: Macroeconomic stress testing of the banking system in 2021
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while maintaining reasonable capital ratios 

over the course of the scenario. 

 baseline scenario

stress scenario this year 

It is important to emphasize that the scenarios do not 

constitute any sort of forecast, but rather are meant to evaluate the resilience of the banks in a 

macroeconomic crisis. 

stress scenario assumed a dynamic balance sheet (changes in the banks’ 

balance sheet according to the scenario’s development), which assesses the effect of developments in 

the credit portfolio and in the public’s deposits over the course of the scenario.3 
4

5

path of growth in credit and deposits in the scenarios 

do not constitute forecasts but rather are only hypothetical. 

The shift to a dynamic balance sheet is based on the understanding that stress events also have 

significant consequences for the development of the banks’ balance sheets, thus creating additional 
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SOURCE: Historical data - Based on Central Bureau of Statistics, Tel Aviv Stock Exchange; Scenario data - Bank of Israel.

Figure 1

Main Historical Macroeconomic Data and their Development According to the Scenarios

The stress scenario includes a sharp increase in the interest rate, inflation, and unemployment, alongside significant 
declines in housing prices and in the capital markets.  

Stress scenario Base scenario Historical data
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risk for the banks that are not estimated under the assumption of a static balance sheet (under which 

the balance sheet remains fixed over the course of the scenario). 
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The results 

none of the banks decline to below the minimum level of capital required in the stress 

scenario by the Banking Supervision Department (a Tier 1 Capital Ratio of 6.5 percent). 
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are the main factor affecting the capital ratios
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Figure 5

Average Loan-Loss Provision Rates in the Primary Segments Throughout the 

Stress Scenario 
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A climate-related stress test
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