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Praise

Database an achievement in itself
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Suggestive conclusions

High policy relevance
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Outline
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Conclusions
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Aim of paper is twofold

• “Our goal is to assess if the contraction of loan dynamics has 
been across the board or if it affected firms to a different 
extent.

• We also tried to verify if the borrower’s selection has been 
characterise by the type of inefficiencies documented for 
Japan”

Implicitly: two alternative hypothesis:
• (Myopic) forbearance lending (Peek and Rosengren 03)
• Flight to borrower quality by banks (BGG 96)
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Summary of paper’s strategy
• Identification scheme 

“Our main identification scheme is built on the notion that, by its 
definition, ‘unnatural selection’ in credit allocation does not involve 
well-capitalised banks.

Therefore we first select the subsample of firms that borrow from at least 
one well-capitalised bank.

Then compute, for each of these firms, the growth of total credit received 
by the pool of well-capitalised banks,

and identify as ‘impaired borrowers’ those at the bottom tail of this 
distribution.”

Identification scheme selects “the worst risks among the best”

• Interaction term: (Lower_capitalised)ij*(impaired_borr)ij
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Looser ends and clarifications (1/3)

Theoretical underpinnings of paper need to be strengthened
• A range of models results is quoted: DeW-M(95), Be-Ro(97)

which however model a very different type of ‘soft budget constraints’

• Main story:  (Japans’) undercapitalised banks delay recognition of 
portfolio losses / by ‘evergreening’ loans to insolvent borrowers 

However in Japan the context was massive government intervention 
and close to zero rates for an extended period; Government 
ready to absorb losses

• For Italy 2008 H2, very different environment
Role of government less clear, interest rates at 4.5% in September 08
Banks dealing with “first round effects” of LB’ demise (portfolio 

rebalancing + building liquidity buffers)
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Looser ends and clarifications (2/3)

Identification strategy may be disputed
“…by its definition, ‘unnatural selection’ in credit allocation 

does not involve well-capitalised banks.”

This part of the story could and should be checked / tested

• “Worst among best risks” just that, not necessarily 
impaired

Possibly less ‘impaired’ than those borrowers dealing with 
mainly with weakly capitalised banks
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Looser ends and clarifications (2/3)

Borrower quality

Bank capitalisation
Assume instead:
1. Pecking order in 

firm-bank relations
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Looser ends and clarifications (2/3)

Borrower quality

Bank capitalisation
Assume instead:
1. Pecking order in firm 

bank relationships
2. Flight to borrower 

quality upon shock

Change in credit after aggregate credit risk shock
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Looser ends and clarifications (2/3)

Borrower quality

Bank capitalisation
Assume instead:
1. Pecking order infirm 

bank relationships
2. Flight to borrower 

quality upon shock
Then:
1. Identification selects 

worse among best

Change in credit after aggregate credit risk shock
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Looser ends and clarifications (2/3)

Borrower quality

Bank capitalisation
Assume instead:
1. Pecking order in firm 

bank relationships
2. Flight to borrower 

quality upon shock
Then:
1. Identification selects 

worse among best
2. Capitalisation dummies 

capture extremes

Change in credit after aggregate credit risk shock
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Looser ends and clarifications (2/3)

Borrower quality

Bank capitalisation
Assume instead:
1. Pecking order in firm 

bank relationships
2. Flight to borrower 

quality upon shock
Then:
1. Identification selects 

worse among best
2. Capitalisation dummies 

capture extremes
3. And interaction term 

just captures mid range 
risks

Change in credit after aggregate credit risk shock
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Looser ends and clarifications (3/3)
Nonetheless, is the story plausible?
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Looser ends and clarifications (3/3)
Nonetheless, is the story plausible?
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Some evidence of different risk management of banks under higher 
balance sheet  stress
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Suggestions / alternative routes (1/2)
Modelling front:

• Ideally, provide a simple theory of bank stress and myopia
– Probably you want to include management concern for turnover
– Role of government role (e.g. guarantees) likely important

• Clearly distinguish between: 
– Incentives to fund negative PDV projects and risk taking
– Bank behaviour under stress and soft budget constraints

• Could risk weights for assets in MRC calculations (Basle II) 
discourage forbearance

• [Take into account optimal debt structure issues]
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Suggestions / alternative routes (2/2)
Empirical front:
• Worry about power of test (currently low)

• Explicitly allow also for and distinguish from ‘flight to quality’

• Inspect directly if
– More polarisation after LB in firms links with banks?
– Non-linear relation between degree of stress and forbearance?

• Do “differences in differences” as a more robust test
– Estimate propensity to lend for bank classes, before and after LB and for 

different types of firms/risks
– Compare to Puri, Rocholl and Steffen (2009): similar study on German firm 

bank relationships that reports no evidence of “unnatural selection”
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Quick reaction to “bonus material”

• Indeed useful to strengthen longitudinal dimension (F&S)
• Important to control for corporate governance issues 

– Could you proxy for quality of corporate governance of banks 
and see it crowds out other regressors?

• Can you distinguish /condition on degree of LB’s impact?
– Akin to Peek’s control for Japanese banks operating in US?

• Can you use information on market value of capital 
and/or capital target instead of book value (or at least 
banks’ ratings or risk scores?)
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Conclusions

1. Very interesting and promising, yet to be refined

2. Tackles a highly policy relevant topic that has tended to 
be unduly ignored during the crisis period

3. If confirmed, should make us think more deeply about 
analysing credit developments

4. In any case, strongly supports the case for greater use of 
micro data to shed light in policy discussions



19

Kiitos



20

BACKGROUND SLIDES



21

-60%

-50%

-40%

-30%

-20%

-10%

0%

10%

G
er

m
an

y

Sp
ai

n

Fr
an

ce

Ita
ly

O
th

er
 e

ur
o

ar
ea

 c
ou

nt
ri

es

Net % of firms reporting a worsening in the availability of bank loans

Net % of firms reporting a worsening in their firm-specific profitability outlook

Net % of firms reporting an improvement/worsening in the credit history

-45%

-40%

-35%

-30%

-25%

-20%

-15%

-10%

-5%

0%

Construction Industry Services Trade

Net worsening in the availability of bank loans

Net % of firms reporting a worsening in their profitability outlook

Net % of forms reporting a net worsening in the credit history

Evidence from euro area firms’ survey on access to 
finance



22

-10%

-5%

0%

5%

10%

15%

20%

25%

30%

35%

40%

Level of

interest rates

Level of other

financing cost

e.g charges,

fees,

commissions

Available size

of loan

Available

maturity of the

loan

Collateral

requirements

Others, e.g.

required

guarantees,

information

requirements,

procedures,

time required

for loan

approval

Net % of firms reporting an increase/decrease in 
terms and conditions of bank loans in 2009H1


	“Unnatural Section at Work: An Analysis of Bank-Firm relationships in Italy after Lehman” �Ugo Albertazzi and Domenico Marchetti (Banca d’Italia)��10th Annual Bank  of Finland/CEPR Conference “Credit Crunch and the Macroeconomy”, Helsinki, 15-16 October 2009
	Praise
	Outline
	Aim of paper is twofold
	Summary of paper’s strategy
	Looser ends and clarifications (1/3)
	Looser ends and clarifications (2/3)
	Looser ends and clarifications (2/3)
	Looser ends and clarifications (2/3)
	Looser ends and clarifications (2/3)
	Looser ends and clarifications (2/3)
	Looser ends and clarifications (2/3)
	Looser ends and clarifications (3/3)� Nonetheless, is the story plausible?
	Looser ends and clarifications (3/3)� Nonetheless, is the story plausible?
	Suggestions / alternative routes (1/2)
	Suggestions / alternative routes (2/2)
	Quick reaction to “bonus material”
	Conclusions
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /Off

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType true

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings true

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 99

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

    /Arial-Black

    /Arial-BlackItalic

    /Arial-BoldItalicMT

    /Arial-BoldMT

    /Arial-ItalicMT

    /ArialMT

    /ArialNarrow

    /ArialNarrow-Bold

    /ArialNarrow-BoldItalic

    /ArialNarrow-Italic

    /CenturyGothic

    /CenturyGothic-Bold

    /CenturyGothic-BoldItalic

    /CenturyGothic-Italic

    /CourierNewPS-BoldItalicMT

    /CourierNewPS-BoldMT

    /CourierNewPS-ItalicMT

    /CourierNewPSMT

    /Georgia

    /Georgia-Bold

    /Georgia-BoldItalic

    /Georgia-Italic

    /Impact

    /LucidaConsole

    /Tahoma

    /Tahoma-Bold

    /TimesNewRomanMT-ExtraBold

    /TimesNewRomanPS-BoldItalicMT

    /TimesNewRomanPS-BoldMT

    /TimesNewRomanPS-ItalicMT

    /TimesNewRomanPSMT

    /Trebuchet-BoldItalic

    /TrebuchetMS

    /TrebuchetMS-Bold

    /TrebuchetMS-Italic

    /Verdana

    /Verdana-Bold

    /Verdana-BoldItalic

    /Verdana-Italic

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU <FEFF004b006900720073007400750075006e0020006a00610020004d0075006c00740069007000720069006e0074002d007000610069006e006f006f006e0020006d0065006e0065007600e4007400200074007900f60074002e>

  >>

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [595.276 841.890]

>> setpagedevice



