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Introductiorr
It is rrrxlis;nrüctl that rcprrtnliol is irrrportruri irr
lrarrhirrg owing t,o l,hc lix:1, l,hat, l,lrcir lrrrsirrcss

rrrorlcrl is llascrl orr t,rttst,. Pcolrkr tttttst ltlrvc laitlr
irr wlxrrrr tlx.r.y rlcllosit tlrcir lllorx)y. Iklccrrt strttl-
ics slulw tlrnt tlrc finarrt:iirl irr<Irrst,r'y, 1la,r'tit:rrlarly
lrirtrks, ilt't highlv rcttsil,ivc t,o Ilrrr t'trrsiotr oI Llrrsl,

l3l. 'l'lrr:scr Iirr<lirrgs urttrbitrul wit,lr sr:vcrll Iitrtrn-
ciill tru'rrroils irr thc 1lu,st havc yxrshcrl sullervi-
sor.y lrrlrlics (llr lll()l'c rcgttlatious rvil;h the airrt
of rcsttxirrg l,r'rrst irr tlur banhirg s.ystnrn as a
rvlrokr. 'l'ltc llixt:l lV - tlrc tuttst, rtxrt:trl, t'cgtt-

Iatlrrv l)il,l)()l' - cvcrt cntlrlumizr:s llta.t, tttctltorlokl
gics lrrrsl lrc rlcvclopcrl to lrcasrtlrr lcputtrtiotral
risk as prtr:isclv ns ;lossiblc irr tx:rrrrs uf o[lu:r
risl<s (c.g. r:r'c<lit,, liqrrirlit,.y, rna,r'kct or trpcra-
tioturl risk)lll. l'lowt:vttr, ',r.tt cxltlorc tha,t tlrc
rcn' statultr,rrlizcrl *1:llrotrclt to t:a1riüalizc olxt'-
irtitxral lisks rkxrs rxrt itrt;ltxlc art,y xrllttt,atiotral
lisl<s.

Literaturc Rcview
'ltl gct n llcttcr rrrukrrst:ur<lirrg ol tlur itn'cstignl;crl
lisk wc r:rr:;rl,u n Itput;lt,iottll risl< (lir:yrltisk)
I'r'trrrrcwolk ilrrtl <lcrivc oul' {)wn rlcfirrit,iott, wlriclr
is arr a,rla,ptt:rl vcLsiorr ol tlur rlc{irrition lry tlrr:
t]( llls;
ttllqnttttti,ortrr,l ri,sk 'i,s Llu: ri,sh il,r"i,s'i'nq .ftvsrrt. Lltc:

rt,t:qu!,'i,ut: yxrnr:ytl:futn oJ' sl,'akdutldet's, wlt'i,tlt, ur,rt,

tlitu:t.Ly or Llmnt4llt |.h,t: t,tt'rmtryul':ttl,'i,o,l r"isl,:s, u,J]'u:|,

tltt: utrnyttut,'i,t:s' sttx:k 7u"i.t't'. 'l'lu' lk:plli;;k tlur,t

i,s csscssrr/'is rr,ttid,htu:rt,s'iorutl, urit.lt olxnrtt'ionu,l,

Jrrss r:ucrr.ls senti,rt4l rls l,lu: u,tr,dt:t'l'!!itttl tilAs. I'lut
l,l ul v r t ttr v,'i,t. t:t:isls l,lnwulll u nü, tl t e ut1 u,r ü.zu,l:ior r,

utxl 'is t:s:;ut,tictlty u .fttrt,ctütrt, of thc utkxl'rto,r:y oJ'

th,r bnttl;: '.r lz.rÄ; rne,rL$!Jc'uNlt,t, ytrtr:csst's to ttt'iti,qn,tr

t r :. pr r, l, n l,i,or t,u,l ri,s li:.' l

ll'lris <lcfinition survcs as tlur {brrrrcla,Liorr lor rrrr-
rkl'stnrrrlirrg what is liltr:r rctirllt:rl tu as lcprr-
t,at,iortal lisk, ir.tul spcr:ilir:all.y, wlrnt, is a.sscsstxl

t,l r rottgl r ()r n' t r loa,su rcrrr rclrt apploarl r.

Fttt'1,lrcr, wc t:xplott: vitLiotts r.lxistitrg lloarJllro-
trrcrrl rrrctlurtls irr tlu: litcrtrtrrrc. 'f'lrt: litcra-
trrnr r:orrryrriscs rnrnx:r'orrs tlralital;ivc nurtlurrls,
wlrilt: qttiutt,il,nl,ivc rrurl,lrods suggest, l,lurl, cs1;c-

ci;llly sizc llroxics uay rrot, bc n, rcliabl() rnciLsllrc

l2l llolvcvcr, (rrorr-)firxlrrcial cvcnts trppuar to
Irr a, rrurLc lllorrrisirrg rnoiLslllt), nrtrl nrtxliil tottt:
sr:nrrrrirrg r:orrkl hcllr as a risk nlilnagclrr()nl, l,ocll.

Wr: sttgl3cst, l,lurl thc cvctrt sltuly trrclltorlokrgy is

tlxr trrust cflcctivc apllrotrelr to rurrasrrrc rclrtrta-
tirlla,l risk. 'l'his rnctlur<l allows &rr il guuurlar
iurnl.ysis ol'lr spccilit: rrntlt:rl.yirrg lisk (c.g. olrcr-
nl,ierrra,l l<lss nrrrrouluxrrlrrtrls), ra,tlrcr: thtrr ir gr:n-

t:r'al asscsslru:lrl, ol rclxrl,a,l,i<lrr, whirir lrriglrt lir.il

tt,r cilptrrlc thc tliflexruccs irr thc turtlcrl.yirrg risks
a.s tltrruanrkrtl by tlrc l](lllS.

Mcthoclology
lrr tlris l)alxrr w(r ll$o rur uvcnt-struly apllrourh -

pxx'iorrsl.y ryplicrl lx l4 (i, til - l,o csl,irrrl,l,c lerlur.

Iatiorra.l krsses srrf|'cx:tl b.y Iinu,nr:inl scrviccs lirrrrs
rrrsrrltiug fiurrr iur opt:r'al,ioual loss sclttlt:nrcrrt, 'I.'rr

this cn<1, rvr: nnillyzc ;r rnritpu: sanr;llt: of l2(i7 o1>

r:r'atiorral krss r:asr.,s lrasul on l,lrrr SASCT Opllislt
(,llolral l)a[a. l7l r:xr:trtxling l(] rlrrr$ t]ra,t ot:currul
lrclwccrr 2010 arxl ')ll'2'2, <'ovtt:irrg 199 Iisl,r:<l {i-

natrcial cotrrpatrics.',llhr: rrrcnsttlcrl alrtxrrrrral rcr-

tru'rrs art: t:rlrrtx:ttxl fol tlx: opr:ratiorral loss orr

l,lrc cvcrrl, tlirt,c l,u obl,;rirr il. I)lrr() rcllttt,nt,ioual cl'-

lix.:l r:alcttlirtcrl as lirllows:

Atl;,11(tl'rt1\ - AII;,1- ,1?::+ (l)
rrÄ:t.rnp;

wlrcrr: Loss;,1, is tlrc ollrlrirtiolrl,l krss u.trrortttt ol'



Executive summary Patrick Storz

company i and day t : 0 being the settlement
date. mktcapi is the market capitalization of
company i.
To ensure we capture different adaption lengths
on the stock price but limit other external shocks
we use event windows (r1, 12) of maximum (-

5,10) days. Looking at the cumulative AR
(CAR) on the event day only, three symmetric
windows, three asymmetric windows, and two
pre-event windows.

Empirical Analysis
We assess our results on the full sample and
three different subcategories: regions, underly-
ing operational event type and business lines.

Overall, our research indicates the existence of
reputational risk in the financial services market,
which is not unexpected, given the industry's re-
liance on trust. We also present new evidence in-
dicating that RepRisk is rnore severe outside of
North Arrterica and Europe, particularly in Asia,
where we find the highest levels of reputational
risk. We argue, thät this stcrns frorn inadcquatc
risk rnanagerncrrt of reputational risk or Iess re-
silient trust towards financial services in these

rnarkets.
Looking at the underlying risk, our study srrg-

gests that among the various event types ana-
lyzcd, the Erecuti,on, del'iuery and, pv6s.t.t *t -

agement event typc was associated with the
highest reputational loss, followerl by Busi,ness

di,sruption and system fai,lures, Erternal Fraud,
and Ernployment practices and workplace safety.

Notably, our analysis does not rcvcal any signif-
icant reputational loss from Internal Fraud and
Clients, products and business practices everrt
types.
We also examine which business lines are the
most vulnerable to reputational risk. Our anal-
ysis reveales that Commerc'ial Banki,ng, Asset
Management, Corporate F'inance, and Tfading
and Sales activities are the business lines that
generate the most significant reputational losses.

Our study emphasizes the crucial significance
of reputational risk management in the finan-
cial services industry across regions, underlying
event types, and business lines.
Our findings can help guide risk management
practices by providing insights on where to al-
locate resources and implementing stress testing
scenarios. In addition, we provide the founda-

tion for future research on the relationship be.
tween measured RepRisks and banks' character-
istics or capitalization factors.

Conclusion
Given the banking sector's dependence on trust
and reputation, the heightened recognition of
reputational risk by risk managers, and the
growing pressure from supervisory bodies to in-
clude reputational risk in stress testing, we con-
tend that reputational risk is of significant im-
portance. Therefore, we advocate for the devel-
opment of a reliable measure of reputational risk
and potentially capitalizing it.
The paper aims to provide academia and prac-
titioners with a method (e.g. an event study
approach) to quq,ntify reputational risk and a -"';
rneasure to model their reputational risk poten-
tial in different regions, on different underlying
operational risk factors and business lines.
This thesis contributes to the scares research of
reputational risk in three ways. First, by gcn-

crating general new insights into the research
field of reputational risk by using the SAS@
OpRisk Global Data that has -as far as the au-
thor is aware- never becn used bcforc for repu-
tational risk rneasurement. Secondly, enabling
an analysis of data after the financial crisis in
2007. And third, grants comprehension of rep-
utational risk in new regions, operational event
types, and business lines. In addition, thc pa-
per contributcs to thc literature on reputational
risk managemcnt, given today's intangiblc yct
non-ncgligiblc rcputational risk.

ttlt takes 20 years to build a reputat'ion and f,ue
m'inutes to ruin i,t. If you thi,nk about that, you'll
do things differently. " - \Marren Buffet
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