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Climate Risk Stress Testing and the Role of Central Banks Proponents and detractors have
already weighed in on the Federal Reserve’s news climate scenario analysis exercise, which is
designed to help banks assess the physical and transition risks of climate change. How, exactly, will
the Fed’s exercise work, and should central banks play a part in projecting the impact of these risks –
not only for individual banks but for the financial system as a whole?

Risk and Resiliency in the U.S. Economy Persistent inflation is the primary concern of consumers,
businesses and policymakers. The pandemic shock has been replaced by energy and food price
shocks caused by Russia’s invasion of Ukraine. Businesses face a number of challenges affecting
both demand and their input costs. Just as it looked like the U.S. economy was moving beyond the
pandemic recession, Russia’s invasion of Ukraine has further scrambled supply chains and propelled
inflation rates even higher. In this session, deRitis summarizes the factors driving inflation to its
highest level in more than forty years and the actions that the Federal Reserve will take to bring
prices down. We highlight other potential risks to the economy and review the Moody’s Analytics
economic baseline and alternative scenarios. We conclude the session with a summary of the
actions business leaders and risk managers can take now to navigate through future volatility.

Housing’s Next Act Home price growth during the pandemic has been extraordinary in terms of its
magnitude and depth. A sharp correction in prices would have negative consequences for property
owners and the broader economy. New data on valuations and speculative activity allow us to
identify markets that are at a higher risk of correction. Home prices increased during the pandemic as
ultra-low mortgage rates stoked demand. Now that rates are rapidly reversing course, homeowners
and regulators are rightfully concerned that prices could sharply decline, triggering a wave of
foreclosures and higher unemployment. In this session, we will summarize the factors supporting
home values as well as the risks to prices in the short term. Using newly developed databases to
better measure valuations and speculative activity within local housing markets, we will identify areas
with higher and lower likelihoods of experiencing a home price decline within the next few years. We
conclude the session with a summary of the Moody’s Analytics home price forecast under the
baseline and alternative scenarios.
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