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Stress Test of Credit Risk for Local Financing
Platforms under the Jumps in Asset Values

XU You-chuan's CHEN Ke-zhen”

(1. School of Economicss Fudan University, Shanghai 200433, China;2. School of
Economics, Tianjin University of Finance & Economics, Tianjin 300222, China)

Abstract: This paper puts forward the formulas for measuring the de-
fault risk factors of local financing platforms and relevant credit risk under
the jumps in asset values. Based on the asset-liability situation and asset vol-
atility characteristics of listed companies controlled by local governments at
all levels and their affiliated state-owned companies, this paper makes the
approximate stress test for credit risk for local financing platforms. It rea-
ches the following conclusions: firstly, it may seriously underestimate the
negative effects of credit risk for local financing platforms on banking if ig-
noring the jumps in asset values; secondly. the test for the mapping rela-
tionship between credit risk for local financing platforms and relevant market
stress scenarios shows that if the decrease in asset values of local financing
platforms exceeds 30% , about 2 trillion yuan of local financing platforms
debt will be in a default state, which is the theoretical limit for general de-
fault of troubled financing platforms debt.

Key words: local financing platform; credit risk; stress test
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