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Abstract

We develop a novel high-dimensional non-Gaussian framework to infer joint and condi-

tional measures of financial sector risk. For this setting we also derive a conditional law

of large numbers which permits the computation of joint and conditional risk measures

within seconds. Joint risk assessments are based on a dynamic multivariate skewed-t

copula which accommodates asymmetries, heavy tails, as well as non-linear and time-

varying dependence in asset values. We apply the modeling framework to assess the

risk from multiple financial firm defaults in the euro area during the financial and

sovereign debt crisis, and find unprecedented joint tail risks during 2011-12. Augment-

ing the model with additional explanatory variables helps to explain the systematic

correlation dynamics.
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