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These	  are	  my	  private	  views	  and	  do	  not	  necessarily	  reflect	  those	  of	  the	  ECB	  or	  the	  Eurosystem	  



Main	  findings	  
•  Banks	  that	  lose	  interbank	  funding	  

–  borrow	  more	  in	  the	  market	  

•  Banks	  in	  a	  country	  with	  loss	  of	  interbank	  funding	  
–  borrow	  more	  from	  the	  ECB	  

•  Banks	  that	  pledge	  more	  non-‐marketable	  assets	  with	  the	  ECB	  
–  borrow	  less	  from	  other	  banks	  and	  hold	  more	  bonds	  
–  (more	  lending	  effect	  weak,	  only	  condiRonal	  on	  country	  pledging)	  

•  Banks	  in	  a	  country	  with	  a	  lot	  of	  non-‐marketable	  assets	  at	  ECB	  
–  hold	  more	  bonds,	  lend	  less	  

•  Banks	  that	  lose	  funding	  and	  pledge	  non-‐marketable	  assets	  
–  (difficult	  to	  interpret	  as	  country	  &	  bank	  variables,	  runs	  &	  pledging)	  
–  lend	  less	  to	  the	  economy,	  more	  to	  other	  banks,	  hold	  more	  bonds	  

	  
	  



Collateralized	  borrowing	  from	  ECB	  



What	  allowed	  more	  borrowing?	  



Timing	  of	  interbank	  stress	  
their balance sheet. Notice that this variable varies from one month to the other and hence it is

possible that in a given month a run bank may have recuperated some of its funding during a given

month (hence the fact that the 5th centile of the variable ”run=1” in panel ’run intensity’ is equal

to 0). Conversely the 95th percentile of the importance of the loss of funding on the interbank and

money market is equal to 19%.

Figure 2: Total number of banks and banks run Jan 2010 - Dec 2014
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Figure 2 plots the share of banks that were run among the 179 banks. The maximum number

of bank runs was at 77 during the summer of 2011. This finding is consistent with other measure

of interbank market distress such as spread between interbank rates and risk-free rates. One may

notice that while most of bank runs appeared in a relatively brief period, the decrease in the number

of bank runs is more gradual.

Looking at table 4, one sees that the banks that were run during the period do not seem to

di↵er significantly (in average) from the banks that were never run. This is true for the proportion

of loans that banks pledged, on average, with the Eurosystem (see panel ’Illiquid’). The average

is equal to 1 % of the total assets of the bank in both cases (and both have the same standard

deviation). Notice also that the banks that were run did not di↵er significantly from non-run banks

in terms of lending to the economy –Households and non-financial corporations– with respectively

55 % vs. 53%, or in terms of interbank lending to the other banks –with respectively 14 % vs.

16%, or in terms of the share of liquid assets eligible at the central banks (bonds) with respectively
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Bank	  runs	  (this	  paper)	   Excess	  liquidity	  
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Figure 3: Excess liquidity in the euro area 

 

 
 
Notes: Excess liquidity in the euro area (in EUR billion). See Appendix B for adjustments to the series 
needed due to non-regular operation market operations.  
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IdenRficaRon	  

yit =αi +αt +δDit +εit

•  Looks	  like	  a	  diff-‐in-‐diff	  set-‐up	  

•  A	  bank/country	  is	  treated	  if	  it	  experiences	  a	  run	  (or	  pledges	  a	  
lot	  of	  non-‐marketable	  assets	  at	  ECB)	  

•  Is	  the	  lending	  by	  banks	  without	  a	  run	  (or	  that	  pledge	  few	  non-‐
marketable	  assets)	  a	  good	  counter-‐factual?	  

•  (Lagged	  dependent	  variable	  -‐>	  tricky)	  
	  
	  



Beber:	  triple	  difference	  

yict =αi +αc +αt +αic +αct +αit +δDict +εict

•  Exploit	  the	  combinaRon	  of	  run	  and	  non-‐marketable	  collateral	  

	  
•  A	  bank/country	  is	  treated	  if	  it	  experiences	  a	  run	  and	  pledges	  a	  

lot	  of	  non-‐marketable	  assets	  at	  ECB	  
•  αic	  –	  different	  banks	  pledge	  collateral	  differently	  
•  αct	  –	  use	  of	  non-‐marketable	  collateral	  varies	  over	  Rme	  
•  αit	  –	  bank	  run	  could	  correlate	  with	  other	  bank	  characterisRcs	  

	  (but	  pledged	  collateral	  not	  observable	  [at	  bank	  level])	  

•  SRll	  worry	  that	  an	  omibed	  variable	  drives	  both	  Dict	  and	  yict…	  

	  
	  



LOLR	  subsRtutes	  for	  market	  funding	  
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Figure 8: Impact of the excess liquidity shock in Germany 

 

Sub-period October 15, 2008 – July 13, 2011  
Panel A: Impulse EL, response Q Panel B: Impulse EL, response P 

 

 

 

 
Sub-period July 13, 2011– June 6, 2014 

Panel C: Impulse EL, response Q Panel D: Impulse EL, response P 
 
 

 

 

 
 

Notes: Estimated structural impulse-response functions (black lines) and 90% bootstrapped confidence intervals (grey dashed lines) 
for the VAR with three endogenous variables (excess liquidity (EL, in EUR billion), interbank volume (Q, in EUR billion), and 
interbank interest rate spread to the deposit facility (P, in percent)) with 1 lag (selected by the Schwarz criterion), based on 500 
replications. Bank credit default swaps weighted by interbank volume (CDS) enters as an exogenous variable. Weekly data, sample 
from October 15, 2008 to June 11, 2014. The top panel presents results for the sub-period till mid-2011; the bottom panel presents 
results for the sub-period till mid-2011  
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LOLR	  promotes	  market	  funcRoning	  
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Figure 11: Impact of the excess liquidity shock in Spain  

 

Sub-period October 15, 2008 – July 13, 2011  
Panel A: Impulse EL, response Q Panel B: Impulse EL, response P 

 

 

 

 
Sub-period July 13, 2011– June 6, 2014 

Panel C: Impulse EL, response Q Panel D: Impulse EL, response P 
 
 

 

 

 
 

Notes: Estimated structural impulse-response functions (black lines) and 90% bootstrapped confidence intervals (grey dashed lines) 
for the VAR with three endogenous variables (excess liquidity (EL, in EUR billion), interbank volume (Q, in EUR billion), and 
interbank interest rate spread to the deposit facility (P, in percent)) with 1 lag (selected by the Schwarz criterion), based on 500 
replications. Bank credit default swaps weighted by interbank volume (CDS) enters as an exogenous variable. Weekly data, sample 
from October 15, 2008 to June 11, 2014. The top panel presents results for the sub-period till mid-2011; the bottom panel presents 
results for the sub-period till mid-2011 
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LOLR	  sRfles	  lending	  to	  real	  sector	  

Figure 6

Panel A of Figure 6 plots total debt originated in distressed countries and pledged
with the ECB during the sample period. Panel B plots total debt originated in
distressed countries and pledged with the ECB by banks with credit ratings of
AA- or higher (strongly-capitalized banks, dashed line) and banks with credit
ratings lower than AA- (weakly-capitalized banks, solid line) as of August 2007.

(A) Total distressed-country debt pledged

(B) Total debt originated in distressed countries pledged by strongly- and
weakly-capitalized banks
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Summary	  

•  InteresRng	  quesRons,	  great	  data	  (but	  may	  want	  to	  merge	  
with	  more	  balance-‐sheet	  items)	  

•  Could	  be	  a	  contribuRon	  to	  LOLR	  literature	  

•  Needs	  cleaner	  idenRficaRon	  
	  
	  


