Banking and Financial Crises



Metddoon Kpioswv: Aaveiakot [Mepropiopol, Mnyoviopnde
KaBapfic Aliac, ko Motwtiky Kpion
(Transmission: Borrowing Constraints, Net Worth Channel,
Credit Crunch)



Metddoon kplocwv: Mnyoavioudc kaBopnic aioc

> ‘Eotw éva apyikd ook otov tpotmelikd Topéa
> Mo petodideton otny vtdhowmn (Tporypuotiky) owkovopia;

> Mnyoaviopds: Méow tng koBoptic adlag (net worth) twv Tpareldv



2 touyelol vTtodelypatog

Tpdmelec (Bs): Ptwxéc oe mdpoug, mholoteg o 18éeg
Enevdutéc (Financiers, Fs): MAobolol oe mdpovg, gtwyol ot 1déeg

Etuxeprioeig: emévduon (invest, 1), araoxdinon (labor, L)

vV v vy

Av Bs 8ev éxouv ToM& (8o kepdhowa, Saveilovtan amd Fs dote va
XPNLOTOSOTNOOUV £TEVBUTLKA €pyoL ETILYXELPTIOEWVY

» O euyelpnioeig dev daveilovtal dpeoa and Fs, xpnoiyuotmolodv toug
evBldpeoovg, Tig Bs

> =ekwdpe pe tn oxéon Bs kou Fs, emiyelprioeis apydtepa

> Bs ypnuotodotovvton péow lwv kepolaiwv (capital, equity) 1§ péow
Sowvelopol/xpéoug (debt, leverage)



Aawvelopdc ) poxevon (leverage)
» Bs daveilovton

P> Amd emevduTéc o8 XPNUOTOLYOPES
> Amnd dMhec tpdmelec (interbank market)
> Amé kevtpikt Tpdmela og mepimTwon ALV YKNG
> Avahoyio péxAevong (leverage ratio): Adyog xpéoug Tpog cuvohkd
Teplovotakd otouxelo (assets)

> XopunAd leverage: Xpnuotodotnon péow Wdlwv kepaainwv Xwplc oA Xpéog



KoBapn) aloe (net worth)

> KoBaph aioe B: Tuvolkd meprovoiakd otouxeio petov Angbévta S&veio
» Péloc kabopric a&iog

» [pootaoio amd ToTwTkd Kivduvo

> Amtoppbdenomn ampdPAETTWV ATWAELOV, EUTVEVOT EUTILOTOOUVNG, ALTLOPUYT
apepeyyvdtnrag (insolvency)

» [pootaciot avao@dMotwv KatabeTtdy Kol TROTWTOV O¢ TepiTTwon
exkaBdpong (liquidation)

» [pootacior TpaTe{lkdV ATPANOTIKGOV TOREIWY Kol POPONOYOULEVEV
> Topelo aopdiiong katoBéoewv (deposit insurance)

> Av, emeld umtdpxet kplom, B Sev pmopel va Savelotel, kot av toeutdxpove dev
éxeL onuoavtiky kabBoph oo, Téte wdAhov Ba peldoel To Sdvela Tov Bivel

> Qo umopovoe va TTOUAOEL assets yLaL VoL ouyYKevTpooel pevotdTnTa, adAd Oo
Solpe 6T Kot uTd TTapovotdlel TPoPAuaToL



Tpdmelec avtipetwtiCouvv SavelokoVc Teploplopoc

> Aoavelokol Teplopiopol: Borrowing constraints (BCs)

» O tpdmelec dev umopoldv var davelotoly amepLdploto

» [oti udpyxouv BCs;

> Aéyw mpoPAnuétwv TAnpopdpnone (information frictions)

> Boowkd mpdPAnpo TAnpogpdpnong: HBwédg kivduvog (moral hazard)



HBwé¢ kivduvog (moral hazard)

» Principal-agent settings
» Moral hazard: Agents might misbehave

> Yyedioopde kvfitpwy (incentives) dote o agent va k&vel autéd Tou Béhel o
principal



HOBukb¢ kivBuvoc ko eploplopol davelopol
> Méhn tpdmelog (insiders) evdéyetou va guyomovouv (shirk)

> Aev katofdrouv apkeTh TpooTdBelal yiol var TpooTaTéPouy Ta CURPEPOVTAL
TWV SoveloTdV/eTevdutdv Toug

» [epropiopde TAnpopdpnong: Emevdutée, Fs, dev unopodv va emfAémouvv
ouvéyela Tig Bs, ko dpa Sev Eépouv av ol insiders guyoTtovolv

> T topox ™| kwhtpwy, ol insiders xpedllovton emimpdobeteg apoiBéc
» Skin-in-the-game, bonuses etc.
» O Fs pavtédlovton 4t ot insiders propel vor umv k&vouv (kadf}) SouvAetd
> Yuvémeia: Fs Sev eivou SiateBeipévol vor Sarveioouv otnv B éoo Oa i0ehe 1 B

> Améppoira: [Mepropiopol Savelopov



EupUtepn epunveta: [leploplopevn exeyyvdTnta

» B 8ev umopet credibly va vtooyebel otoug Fs dAn tnv addoon puog
emévduong, SLéTL TpéTel val kpaTHoel uépog Yl eTuTpdobetal kivnTpol Yol
Touc insiders

> Av 0éleL va Sawvelotel ieploodtepo, B pémel va ipoteivel exéyyvo 1 evéxupo
(collateral) otoug Fs

» E{dn assets mou umopovv va xpnowpotoinBoiv wg collateral
> To Teplooétepo evompato/xelpomiootd (tangible) assets etvou

» EZaptodvton Ayétepo amd mordtnta Stabéoipung mAnpopdpnong ko, dpat,
UTLOKEWVTOL Ot pkpoTepeg TPLBé

> Awydtepo pupokiviuva
> TMepiooédtepo deopevtikd (pledgeable)
> Egappélovtan kovpépota (haircuts, margins)

> Awopopd petadd Toool dovelou kaw aryopatog adiog eplovalakol atotyeiov
TOV YpMoLLoToLeital wg eXEyyvo yia To d&velo



Pupokivuvotnta exeyydwv Ko KOupEpoTa

Repo Haircuts
(percent)

Repo haircuts (%)

Spring  Spring  Fall ~ Spring
2007 2008 2008 2009

U.S. Treasuries (short-term) 2 2 2 2
U.S. Treasuries (long-term) 5 5 6

Agency mortgage-backed securities 25 6 8.5 6.5
Corporate bonds, A-/A3 or above 5 10 20 20
Collateralized mortgage obligations, AAA 10 30 40 40
Asset-backed securities, AA/Aa2 and above 10 25 30 35

Source: The data in the first three columns is from the Depository Trust and
Clearing Corporation (provided by Tobias Adrian of the New York Fed), with
the column for fall of 2008 filled out from reports of investment banks.

> Ayopd repo eivoil oryopd Saveiwv pe exéyyva
> [ pokivBuval TeplovoLakd oToLyeior £XOUV LeEYAAITEPOL KOUPELLOLTOL
> Koupépator aughOnkav katd tn Sidpketo Tng kplomng



Mnxaviopde kaBopric aéioc (net worth channel)

P> Y uvéTelo TePLopLoévng EXEYYVOTNTOG

> Av n B 8ev propel va averotel, téte  kaBopn ogior Tng (I8l kepdhanar)
Tailer pdAo yiow TNV emévduoT TNG

» ‘Oco peyardtepn n kabBopty alo, Téoo peyaldtepn m Suvntikt emévduon

> Mnxoaviopde kaBopric agiog (MKA): H kaBaph agio tng B emnpedlel to
péyebog tne emévduong tng B

> O wkpdtepec | prwydrepeg tpdmeleg elvon o Teplopiopéveg, dpo o MKA
€ivoll TO ONUOALVTLKOG YLOL QLUTEG



Y vvémetec MKA

>

XpMUOTOOLKOVOLKE GOK Tou pelcdvouy TN koBopt| alio Twv Tpamelmdv
odnyolv ot xaunAdtepeg emevdioeig

Yok o Tpame{Ikd TepLOVoLOKE oTouyela, T.X., ook subprime, umopel vau
Tupodotroouv kpion

Etepoyévela kau katavoun mhovtou taillouv pdlo

» Metapopd TAovtou amd Fs oe Bs avgdiver Tic emevdioeic twv Bs

> [8lwg katd TN Sudipketa puog kptomg Tou e€avtAel kaboph agior Twv Bs
> Aidowon (bailout) propel vau BewpnBel we petopopd and Fs oe Bs
| 2

‘Etot, o MKA Tmapéxel Sikawoloyia yia mpoypdppoato didowong

Eivaw o umyxoviopdc epmelpltkd onpoavTikog;



AbEnon plokou oTic darvelakéc aryopéc
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» TED spread: Métpo kbdotoug Siatpaelikold Savelopod

» Métpo plokou oTig Sorvelakég oryopég




Melwon Satpame(ikol davelopon

a Toral amounr of foans isrued (billion LS
x Total ansount af loans v Seagomally adjested
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» Ivashina-Scharfstein (2010)

> Kowotpaktikd ddveia: Meydha Sdveia ou Tpoépyovtan amd o tpdmelo

Ko kartéyovto omd ToAMaTAég Tpdmeleg

> Kopiow Tyt Tpamelikdv Satvelwv yiow HeYAAEG TILXELPNOELS, ELTIELPLKO
avTtiotolyo emévduong |

> T UVONKA KOWOTPOKTIKA pet@Bnkay kartd 79% 2007Q2-téhog 2008

> ‘Emeoav katd 47% otnv kopbypwon kpiong, 2008Q4 (ocok Lehman)



Meiwon ouvolikol davelopov otic HITA

(Billions of 2005 dollars, seasonally—adjusted at quarterly rate)
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» Chodorow-Reich (2014)
> 'Oy wévo o drotpatelikdg dovelopde, ahhd ko 0 ouvolkdg Savelopds oTig
HMA pewobnke



ALd Vo™ OTNV TPAYATIKY OLKOVORLXL

> MéxpL topo, uhfooe pévo yia Bs kou Fs
> Bs evlidpeool petald Fs ko emiyepioewv
» ‘Eotw pio emiixeipnom mov £xeL oxéon pe pal ouykekpyuévn B
> T1. H emyeipnon dev éxel emapkn kabopr a&iow
» O mepioodtepeg emuxelprioels xpetdlovtan emevdutikd ddvela
> T2. H emuyeipnon Sev propel va Sorvelotel amevBelog amd Fs
> MMpéoPaon o xpnpotayopés e0koAn Hévo yia peyddeg emiyelpfoelg
> T3. H emuyeipnon Sev pmopet evkoha var ahA&&el tpdimelo

> TMopotnpeitan oto Sedopéva



Motwtikn kpion (credit crunch)

> H emuyelpnon mpémel va Savelotel and tnv Tpdmeld tng, Tpokeyuévou | kou L
» ‘Otav 1 B xdoer kaBopt a&ion

> Ti Ba oupPei oto Savetopd g emixeipnong;

» Ti Bt oupPel otnv owkovopikh SpacotnpLdTnta Tng emuxelpnong;
» H emuyelpnon xdver ddvela ko vtoypedveTal var petwost | ko L

> Motwtikn kpiom (credit crunch)



Melwon Savelwv amd tpdmelec oe ey eLPNOELS

DETERMINANTS OF BANK LENDING

(1) (2) (3
Change in lending during the crisis

Explanatory variables

Lehman cosyndication exposure —0.14%*
(0.049)
ABX exposure —0.11*
(0.041)
2007-8 trading revenue/assets 0.046
(0.040)
Real estate charge-offs flag 0.012
(0.050)
2007-8 real estate net charge-offs/assets —0.092%
(0.051)
2007 Bank Deposits/Assets 0.19*%*
(0.059)
Joint test p-value 0.008 0.013 0.002
R* 0.16 0.15 0.35
Observations 42 40 42

» Bs 8ev umopovoav va davelotoly, kol &pol OTARATNONV e TN TELPE TOUG VOl
Savellovv ot emiyelprioeig
> Meyahitepn pelwon xopiynong dovelwv amd tpdmeleg
> Tov ftay Teplooétepo ektedeyéveg ot subprimes (Lehman, ABX: MBS index)
> Tmov elyav xapnAétepa éooda (deposits/assets)



Melwon anaoydAnone amd emyelpoeLg

Tue Errect oF LENDER CrEDIT SUPPLY ON EMPLOYMENT

1) @ 3) 1) 5) (6)
Employment growth rate 2008:3-2009:3
OLS AL;,, instrumented using
Bank
Lehman ABX  statement
exposure exposure items All
Explanatory variables
%A loans to other firms (AL;,)  1.17% 167 2.49% 3.17* 2.13* 2,384
(0.58) (061) (1.00) (1.85) (0.88) {0.77)
Lagged employment growth 00033 00039 0.0045 00036 0.0039
0019 (0.019) (0.019) (0.019) (0.019)
Emp. change in firm’s county 0.89* 085+ 0.86+ 0.87+ 0.89+
043)  (046) (0.48) (0.45) (0.46)
2-digit SIC, state, loan year FE = No Yes Yes Yes Yes Yes
Firm size bin FE No Yes Yes Yes Yes Yes
Firm age bin FE No Yes Yes Yes Yes Yes
Bond access/public/private FE No Yes Yes Yes Yes Yes
Additional Dealscan controls No Yes Yes Yes Yes Yes
First-stage F-statistic 155 85 18.5 231
<J-statistic p-value . . . 0.190
E[1 _ —0.092 —0092 -0092 —0.093 -0.092 —0.093
E@?:ALP” —ALy,] 0.027 0039 0058 0.074 0.050 0.055

> Emuxeprioeic Twv omolwv 1 tpdmela (Tpw ook Lehman) peiwoe Savelopd

Teploodtepo, peiwoav L tepioodtepo
> [Motwtiky kpion euBivetan yae 1/3-1/2 tng pelwong L oe pukpopeocalieg

emuyelpfoeg 2008:3-2009:3



/ / /
Pboc peyéBouc emuyelpnonc
> ‘Evtaon amnoteheopdtov dopépet (etepoyéveia) avddoya pe to péyebog tng
eTuxelpnong
P> T NUOVTIKE YLOL UKPEG Kol Pecoieg, OANGL OXL YLoL MeYaADTEPES

> Ou peydheg 8¢ yperdlovion 600 Tig Tpdmeleg, Yol uropolv va Savelotodv
amevBelog amd Fs, otic xpnpotayopéc, T.X. Héow ékdoong petoxdv 1
OooNSY WV



Etepoyévela oto amotédeopa el ooy dAnong

(Quarterly change in private sector employment, percent)
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» [lotwtik? kplom odfynoe oe peyohitepn pelwon amaoXOANoNG OTLG HLkpég
ETILXELPTOELG



Emuxetpnotokol BCs

» ‘Otnwg o Bs, oL euyeproeig eniong avtypetwnilovv BCs
> Apa, 1 koBoph Toug a&io emiong emnpedler TNV emévduot| Toug

> MnyH dedopévav: Epwtnpotoldyia tpatmelikdv CFOs (chief financial officers)



CFO gpwtnuatordyLa

» Campello, Graham, Harvey (2010): Epwtnuatoréyioe 1050 CFOs oe 39 xdpeg,
pBwdTwpo 2008, HMA (574), Evpdmn (192), Acio (284)

» ‘Olec ou emuxelpfioeig oxedlalav peldoelg emévduong
> O emuyeprioels dfhwoav 6t avtipetomlov BCs

> Avtipetwrilete Suokolieg TpdoPaong otig Savelakég ayopéc;
» Ytic HMA: 244 §fdwoav éxi, 210 Aiyo, 115 mold

» Emuyxepriocig ov dHAwoav peyalitepeg Suokolieg TTpOYPAULATIONY
peyoalbtepeg mepikoméc emévduong

> Yuveréc e BCs, oe eminedo eite tpdmeloc cite emuyeipnong



Emuxeipnotakd oxédia pBwdmwpo 2008

A Multinational data
Plans of firms across geographical regions
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> Emyepfioei Tpoypoppdtilov petwon | ko L

> [poypapupatiopévn petofor oe ékocotn ohtikn (% to xpovo)



Poloc¢ emuyeptotakv BCs

Plans of constrained vs. unconstrained firms
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» Y1 HIMA, o etuyeprioeig pe peyoalitepoug BCs oxedialov peyolitepeg
petwoelg amd tig emyeproeg xwpic BCs



2 Ovodn

> [ott evliopepdpoote Yo tow TpoPAfuata Tpameldv Kol TOL TOK TOU TIC
entnpedlovy;

> [oti éXouv ETUTTOOELG OTNV TPALYLOTIKY OLkovopLkT Spaotnpldtnta Léow
Tou pnxawvLopov kabaprc aliog

> O davelopdg avtipetonilel Teploplopoic, dpa ol tdol Tépor f 1 koBapr a&io
Tov davelldpevou maillovv pdio

> Meilwon g kaBaprc aiog twv tpameldv odnyel oe moTwtiky kplon oTnV
TAEVPA TWV ETULYELPHOEWV

> H kaBapn alio twv emuyeptiocwy Tailel emiong poho, av kol oe UkpdTEPO
BoBpd

» O Bewpnrkol pnxaviopol vrootnpilovton amd ta epmetpikd dedopéva tng
kplong 2007-2009



