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Research Questions 

1. Do loans granted during periods have a higher probability of 
default than those granted during periods of slow credit 
growth? 
– Lower lending standards in booms 

 
1.  Do countercyclical loan provisions mitigate the amplitude of 

the credit cycle? 
– Boom: Extra capital (Tier 2)   reduce risk taking incentives 
– Recessions: Extra buffer  reduce credit rationing  

 
Colombia 

2003-2011 
 
 
 



Answers 

1. Do loans granted during periods have a higher probability of 
default than those granted during periods of slow credit 
growth?              YES 
– Lower lending standards in booms 

 
1.  Do countercyclical loan provisions mitigate the amplitude of 

the credit cycle?            YES 
– Boom: Extra capital (Tier 2)   reduce risk taking incentives 
– Recessions: Extra buffer  reduce credit rationing  

 
Colombia 

2003-2011 
 
 
 



My Comments 

• Paper is still developing. My comments geared 
towards how to best help develop it further: 

 
– More Information 

• Put things in context, understand and improve analysis 
 
– Identification 

 
– Additional things to look at 

• Important questions, especially the second one. Dig deeper.  



More Information 
• Macroeconomic conditions during the sample  period. 

– E.g., Was Colombia affected by the recent financial crisis? How? 
 

• Main characteristics of the Colombian banking sector and its 
condition during the sample period 
– E.g., competition, foreign banks & entry, government banks 
– E.g., reforms that may be affecting time-series (or even cross-sectional) 

variation  
 

• More information about the credit registry data 
– E.g., Frequency? Entire loan spell? Borrower’s credit history? Information 

sharing? Internal ratings? 
 

• More information about the reforms used in the analysis 
 



Identification (1) 
• The paper will benefit from a more explicit discussion of its identification strategy  

– E.g., What variation are you exploiting? What confounding factors do some of your controls 
help you remove? What remains a challenge? 

 
• Take the first research question: 

 
• Pr(Defaultl,b,t+k) = F(a + b1*GrLoanDevbt + b2*|GrLoanDevbt| 
            +  c1*Loanlt + c2*BANKlt + c3*Borrowerit +  et + ni)    (1) 

 
• l = loan,  b=bank, t=time, k=# of years since granted, i=borrower 
 
• If expansions are more likely to be followed by downturns then you would get a b>0 
• Should you introduce time-fixed effects? Currently: gdp growth and interest rate.  
• Do the data allow you to introduce ex ante measures of risk taking?  

– E.g., Borrowers’ credit histories, (internal and external) borrower ratings 
• Why do you control for borrower characteristics and firm fixed effects?  
• Should you have bank fixed effects? Is there strong foreign bank entry? 
• Should you in subsequent specs allow for interactions with bank characteristics that correlate 

with agency problems? 
• Do the data allow you to estimate a hazard model? 

– E.g., do you observe the entire loan spell 



Identification (2) 

• Now take the second question: 
 

• Ln(Loan)q,l,t= a + b*Treatment* Characteristicsq,l,t+ eq,l,t  (2) 
 

• q=q-percentile, l=loan, t=time 
• treatment = 1 if credit granted during 2007.3 and 2011.2, and 0 otherwise 
• Characteristics = a vector of interactions ?? 

 
• Sample of loans used was unclear to me 

– Generated using a matching methodology. Matching on a propensity score that 
estimates the probability that a given loan will be assigned to a treatment (with 
countercyclical provisions) or a control group (without countercyclical) 

– The authors write: “The resulting matched credit make up a set that reflects a 
synthetic situation in which there is a loan market of exactly the same characteristics 
before and after 2007” 
 

 



Identification (3) 
• What problem are you trying to solve with matching? 

 
• Why not using the methodology used in Jimenez et al. (2012) for the Spain? The 

authors study how banks that were differently affected by the countercyclical 
provision reforms change their lending to the same firm at the same calendar 
time 
 

• As I understand also in Colombia the countercyclical provisions in Colombia had 
a differential impact on different banks 
 

• Discussion in Fernandez de Lis and Garcia-Herrero (2010) also suggests that 
procedure as to which bank qualifies described in Appendix A did not apply from 
the beginning but that was introduced later. The analysis seems to assume that 
whatever was introduced in July 2007 holds for the entire period. Is the 
subsequent reform inside your sample period? 
 

• More importantly can you use it for identification in the spirit of Jimenez et al. 
(2012) who also exploit subsequent reforms in the countercyclical provisions in 
Spain to establish identification?  
 
 



Additional things to look at 
• Current results are largely in line with the existing literature.  

 
• I urge the authors to think further what may be special about 

Colombia’s banking sector or the characteristics of the reform that 
could allow you to draw new insights on these very important 
questions.  
 

• Beyond this I would also urge the authors to take the analysis with 
respect to the second question a step further and try to understand 
possible credit allocation effects with respect to both banks and firms 
and across different stages of the business cycle.  
– For the latter the short period maybe restrictive but regional or industry variation 

may be possible to be used. 



Conclusions 

• I think the paper deals with very important questions. 
 

• Evidence from different samples and settings could be useful in 
forming informed opinions about important policy debates. 
 

• I urge the authors to develop this paper further. 
 

• Looking forward to seeing updated drafts in the future. 


	Credit Cycles, Credit Risk and Countercyclical Loan Provisions�Martha Lopez, Fernando Tenjo, Hector Zarate�
	Research Questions
	Answers
	My Comments
	More Information
	Identification (1)
	Identification (2)
	Identification (3)
	Additional things to look at
	Conclusions


<<
  /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 /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /SymbolMT
    /Wingdings-Regular
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /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 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /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 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /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 (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.276 841.890]
>> setpagedevice


