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Stress testing the potential vulnerability of financial institutions to exceptional but plausible

macroeconomic events is an important tool in assessing financial stability. This study tries to employ the

data of Joint Credit Information Center (JCIC), including probability of default, loss given default,

exposure at default of thirteen Taiwanese industry-specific sectors and the ratio of individual bank loans to

industry-specific sectors, over the time period from January 1994 to December 2004. We apply the credit

models that explicitly links macroeconomic factors and industry-specific sector default rates was

developed by Wilson (1997a, 1997b) to analyze the loan loss of individual bank in normal and scenario

analysis, respectively. In the paper, we have two main findings in our study. First, the ratio of expected loss

and unexpected loss of individual bank in scenario analysis are high compared to normal analysis. Second,

the level of extreme loss of the individual bank would likely be also larger and more concentrated in

scenario analysis than in normal analysis.
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