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SUMMARY 

The Italian Financial Accounts and Balace sheets 
(FA&BS). Description and uses (traditional and FSR); 

 

Improvements related to the recent literature: how to 
implement them; 

 

Other improvements that may deserve further analysis; 

 

Conclusions 
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  Non-financial 

corporations 
Financial 

corporations 
General 

government 
Households 
and NPISH 

Rest of the 
world 

  A L A L A L A L A L 

AF.1 Monetary gold and SDRs           

AF.2 Currency and deposits           

AF.3 Securities other than shares           

AF.4 Loans           

AF.5 Shares and other equity           

AF.6 Insurance technical reserves           

AF.7 Other accounts           

            

 
Net worth 
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Characteristics of BoI’s national publication   

Sub-sector detail for the financial sector and government. Financial 

corporations are broken down into 4 subsectors. 

 

Detailed instrument breakdown. In addition to long/short term, country 

specific information on securities of different kinds (e.g. indexed coupon). 

 

Counterpart information, with level of counterpart aggregation depending 

on the instrument. E.g. separate evidence for “non-bank intermediaries” 

shown for granting of loans, but not relevant for issuance of securities. 

 

Symmetric treatment for stocks and flows; non- consolidated 

 

Other information, with less national details but further counterpart entries 

is provided to the ECB and Eurostat. In this context,  a double version 

(consolidated and non-consolidated) is available. 
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Use of financial accounts & BS in Italy 

Statistical Production: Banca d’Italia has been 
publishing F.A. since the early sixties. From the 
early nineties, on a quarterly basis. Bd’I’s FA&BS 
are also used by external institutions, universities, 
private banks and intermediaries, as well as 
researchers running macro-econometric models.  

Economic Analysis: B.d’I. regularly comments on 
FA&BS in the Annual Report and in the infra-annual 
Economic Bulletins. Both publications include 
chapters on financial investment and indebtedness.   

 

Since December 2010, financial balance sheets of HHs 
and NFCs are commented in a new publication on 
financial stability. Cross-country comparison 
based on non-consolidated financial debt. 
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Challenging points   
In the context of both the economic analysis, and the construction of 

proper soundness indicators (Economic Bullettin and FSR); and taking into 

account questions highlighted but the financial crisis: 

 

How can existing FA&BS be improved? 

 

What level of sectoral split is appropriate?…and what breakdowns for 

financial instruments? 

 

Which method of consolidation is more appropriate? 

 

And which one should be used for the FSR (which liabilities? Only 

liabilities?)  

 

Possible answers  (1) in the revisions of statistical standards and (2) in the 

recent economic literature making use of FA&BS. 
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The SNA 2008 (as well as the incoming ESA 2010) was the arrival step of 

a process NOT inspired by the financial crisis. Nonetheless, the new 

standards include points of major interest in the current context. Notably: 

 

“Memo” items on loans at market value, to be compared to the 

corresponding “core” (i.e. nominal) data; 

 

More Information on implicit liabilities and guarantees; 

 

Better coverage of financial derivatives. 

 

Finer detail on units belonging to the financial sector. 

 

  

The role of the new accounting rules 
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Use of financial accounts & BS in the recent economic 

literature, and related suggestions 

T. Adrian & H.S. Shin (JFI 2010) “Liquidity and leverage”. Use the Flow of funds data to 

provide evidence that asset price increase (upward side of the cycle) implies changes in net 

worth, eliciting leverage increase from financial intermediaries, who adjust the size of their 

balance sheets. This procyclical adjustment of leverage and price changes will reinforce each 

other in an amplification of the financial cycle, increasing the overall financial weakness. 

Inside the financial sectors, different patterns are observed for different categories. 

 

M.G. Palumbo & J. A. Parker (AER 2009). "The Integrated Financial and Real System  of 

National Accounts for the United States: Does It Presage the Financial Crisis?”. Support the 

idea that FA&BS captured some important elements of weakness (like HHs financing gap), 

but missed many other (like the disproportionate exposure to mortgage risks, and some 

maturity mismatch in the financial sector).  Suggest a few improvements: 

 

More detailed classification of assets by riskiness (even though “it seems unrealistic” in 

the context of national accounts); 

 

Better sub-sector breakdowns for the financial sector, isolating exposure to leverage 

and mismatch (hidden at aggregate level);  

 

Better separation of assets held on behalf of HHs. 
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A more detailed classification of assets by riskiness: 

 A detailed instrument breakdown by riskiness is impossible in the context of NA; and it would 

not have solved micro-economic failure in the risk measurement (many involved assets were 

triple A-rated). However, the new SNA and ESA partially implement this idea, by 

separating securities other than shares from derivatives. In securities, further 

separation of structured product is not foreseen: but might be advisable. 

 

A more detailed description of units in the financial sector. This is provided by 

SNA2008, and the European System of Account 2010 will foresee the mandatory breakdown 

of the financial sector into 11 sub-sectors. This is in line with the proposal. 

 

Separation of assets held “on behalf” of HHs. It seems an autonomous point referring to 

instruments. But the practical implementation should be a direct consequence of subsector 

breakdown. What matters is separate evidence for investment funds and other forms of 

collective investment. Portfolio asset management (“on behalf”) of other units is directly 

referred to final customers.  

Caveat: Practical difficulties for intermediaries not directly reporting. 

 

 

 

 

How to implement the previous ideas, and something else 
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Points not yet covered, but potentialy significant 

What FA&BS-based soundness indicators for cross country 

comparison on private, non financial sectors? 

 

 

What kind of liabilities? Only liabilities?  

 

 

 

Pros and Cons of several consolidation methods  

 

 

 

 

Economic and Financial Statistics Department 



page 12 

 

 

 

Economic and Financial Statistics Department 



page 13 

Comments 

Reasons to exclude non-debt liabilities 

 

 

Reasons to exclude stock assets of HHs 

 

 

Rationale for use of non-consolidated data 
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Different uses of consolidation 

Economic and Financial Statistics Department 

Traditional use of FA&BS aims to tracing change between 

sectors’ opening balance sheets and closing b.s., through the 

analysis of their economic activity, means of financing 

(between sectors), and revaluations.  For those purposes, NA 

consolidation improves the analysis, by isolating the final flow 

of funds between sectors and ignoring intra-sectors flows and 

positions. 

 

For Financial Stability what matters is soundness, 

sustainability. Isolating the sectors that ultimately 

transfer/receive funds is less important. NA-consolidation is 

not helpful and, to the extent that it differs from infra-group 

consolidation, harmful. It may hide elements of systemic risk. 

 

 

Rationale for use of non-consolidated data 
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Potential misuse of consolidation: assessing the 

magnitude 

(data from Adrian-Shin 2009)  

 

  
 

Source of data: Adrian-Shin 2010  
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Other Aspects 

Economic and Financial Statistics Department 

Change in policy induced by the financial crisis include severe cuts in pension 

entitlements. The availability of harmonised data on pensions liabilities is crucial 

for important policy issues such as establishing the effects of changes in pension 

legislation on saving. 

 

The most important changes introduced by the new statistical standard (SNA and 

ESA) relate to the measurement of pension entitlements and all other elements 

needed in order to assess the relationship between pension wealth and savings. 

 

On the one hand, this may be deemed as an item already settled by the adoption 

of new standards. On the other hand, proper and harmonised implementation of 

the new rules will be one of the most challenging point in the national accounts 

practice.  

 

Other forms of implicit liabilities (non pension related) raised concern for the 

economic analysis (Kotlikoff, L. J. (2009)).  They might deserve attention in 

the statistical domain  as well (compare with GFSM 2001, A2.24). 
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Conclusions 

Economic and Financial Statistics Department 

How to implement strengthening elements in practical terms: 

 

Some are already included in the SNA-ESA revision and related 

transmission programme (notably: financial sector breakdown); 

 

Others are not included, but should be taken into account (e.g. financial 

instruments, and some other implicit liabilities); 

 

 

Better analysis of consolidation would be needed, with special regard to 

what is needed in the national account context and what is needed for 

financial stability purposes. 
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