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Institutional Investors Identify Stress Testing as a Key Risk Tool  

73% of pension plans and 26% of asset managers surveyed do not currently run stress tests,  
but cite this as a key focus going forward 

London - December 14, 2009 - In a survey of some of the largest and most influential institutional investors 
globally, MSCI Barra, a leading provider of investment decision support tools worldwide, found that respondents 
identified stress testing as a critical risk tool in the future.  Both pension plans and asset managers emphasized that 
in the aftermath of the 2008 crisis, stress testing at the enterprise level is needed to manage potential large market 
disruptions. 

The Future of Market Risk Management is one of the most in-depth surveys of institutional investors' current and 
future risk management practices.  MSCI Barra interviewed over 30 of the world’s largest pension plans and asset 
managers with a combined AUM of over USD 4 trillion, including CalPERS, CalSTRS, USS (Universities 
Superannuation Scheme), AllianceBernstein, F&C Investments, Credit Suisse Asset Management and Pioneer 
Investments. 

While the survey revealed that 73% of pension plans and 26% of asset managers who took part in the survey do 
not currently run stress tests, the majority of participants said they would put more focus on stress testing in the 
future, recognizing this as the critical component for integrating qualitative and quantitative information, enterprise 
risk management and liquidity and counterparty risk analysis.  One asset manager acknowledged that stress testing 
should be like "crash-testing for cars."  

The survey covers a wide range of topics, providing a revealing view on current risk management practices from 
some of the largest and most influential players in the market today, as well as insight into key trends for the future 
of market risk management.  

Other key findings include: 
 Less than one-fifth of corporate pension plans surveyed have a Chief Risk Officer function, compared to 80% of 

surveyed public plans and 70% of surveyed asset managers.  

 Only 40% of asset managers and 18% of pension funds surveyed run stress tests by shocking factors 
within a factor model.  The most common stress tests were macroeconomic shocks (including shocks to 
currencies, commodities, interest rates, etc.) and market-wide asset class shocks.   

 Though all asset managers surveyed invest in multiple asset classes, only a few use the same risk model 
across asset classes.  

 The majority of respondents surveyed called for enterprise-wide risk management tools across all asset 
classes. 

 Currently, private real estate, timber, foreign bonds, hedge funds, convertible bonds, structured products, 
certain derivatives and asset-backed securities are the key assets that survey participants indicated are 
generally not covered by their risk systems.  All pension plans surveyed intend to add coverage for hedge 
funds, private equity real estate and private equity.  As one pension fund put it: “If all private equity 
commitments were called at the same time, we would have to significantly reduce our global public equity 
investment.” 
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The following views were consistent amongst all participants: 
 The impact of liquidity events must be better understood. 

 Funding liquidity issues such as capital calls and redemptions need to be better assessed. 

 Market liquidity issues such as the pricing of illiquid assets need to be assessed. 

 Institutions should have some limits on counterparty risk. 

 Risk across the organization should be assessed - which requires a consistent framework across all 
investments and products. 

 
Commenting on the survey's findings, Remy Briand, Managing Director and Global Head of Index and Applied 
Research at MSCI Barra, said, "Although risk management was touted as one of the biggest failures of the crisis, 
our survey demonstrates that institutional investors recognize the need to invest more in risk management 
processes: not just in new systems and models, but also in the seniority of risk professionals.  Many institutions are 
already re-defining the risk function, as risk management becomes more integrated with the investment decision 
process.” 

To receive a copy of the The Future of Market Risk Management, please visit www.mscibarra.com or contact us 
on the numbers below. 

### 

About MSCI Inc. 

MSCI Inc. is a leading provider of investment decision support tools to investment institutions worldwide. MSCI Inc. 
products include indices and portfolio risk and performance analytics for use in managing equity, fixed income and 
multi-asset class portfolios. 

The company’s flagship products are the MSCI International Equity Indices, which include over 120,000 indices 
calculated daily across more than 70 countries, and the Barra risk models and portfolio analytics, which cover 56 
equity and 46 fixed income markets. MSCI Inc. is headquartered in New York, with research and commercial offices 
around the world.  

For further information on MSCI Inc., please visit our web site at www.mscibarra.com 

For media enquiries please contact:  

Clare Milton | Clare Murphy-McGreevey, Penrose Financial, London  + 44.20.7786.4888  
Pen Pendleton | Patrick Clifford, Abernathy MacGregor, New York + 1.212.371.5999 

MSCI Barra Global Client Service: 

Joe Pivarunas, MSCI Barra, London + 44.20.7618.2222 
Elizabeth Turner, MSCI Barra, New York + 1.212.804.3901 
Jackson Wang, MSCI Barra, San Francisco  + 1.415.576.2323 
Abbie Bao, MSCI Barra, Hong Kong + 852.2844.9333 
Masao Ikeda, MSCI Barra, Tokyo + 813.5226.8222 
 

 This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the 
“Information”) is the property of MSCl Inc. (“MSCI”), Barra, Inc. (“Barra”), or their affiliates (including without limitation Financial 
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Engineering Associates, Inc.) (alone or with one or more of them, “MSCI Barra”), or their direct or indirect suppliers or any third party 
involved in the making or compiling of the Information (collectively, the “MSCI Barra Parties”), as applicable, and is provided for 
informational purposes only.  The Information may not be reproduced or redisseminated in whole or in part without prior written 
permission from MSCI or Barra, as applicable.  

 The Information may not be used to verify or correct other data, to create indices, risk models or analytics, or in connection with 
issuing, offering, sponsoring, managing or marketing any securities, portfolios, financial products or other investment vehicles based 
on, linked to, tracking or otherwise derived from any MSCI or Barra product or data.   

 Historical data and analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast 
or prediction. 

 None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), or a promotion or recommendation 
of, any security, financial product or other investment vehicle or any trading strategy, and none of the MSCI Barra Parties 
endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments 
or trading strategies.  None of the Information, MSCI Barra indices, models or other products or services is intended to 
constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and 
may not be relied on as such.   

 The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.   
 NONE OF THE MSCI BARRA PARTIES MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH 

RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM 
EXTENT PERMITTED BY LAW, MSCI AND BARRA, EACH ON THEIR BEHALF AND ON THE BEHALF OF EACH MSCI BARRA 
PARTY, HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED 
WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY 
AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.   

 Without limiting any of the foregoing and to the maximum extent permitted by law, in no event shall any of the MSCI Barra Parties 
have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any 
other damages even if notified of the possibility of such damages.  The foregoing shall not exclude or limit any liability that may not by 
applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent 
that such injury results from the negligence or wilful default of itself, its servants, agents or sub-contractors. 

 Any use of or access to products, services or information of MSCI or Barra or their subsidiaries requires a license from MSCI or 
Barra, or their subsidiaries, as applicable.  MSCI, Barra, MSCI Barra, EAFE, Aegis, Cosmos, BarraOne, and all other MSCI and 
Barra product names are the trademarks, registered trademarks, or service marks of MSCI, Barra or their affiliates, in the United 
States and other jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of 
MSCI and Standard & Poor’s.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s. 
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