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Outline
Did policy measures in the euro area (EA) affect bank capacity to lend after the Covid shock? 
Did the joint implementation of measures amplify their impact?
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Overall impression
• Very topical and relevant paper
• Fantastic data: granular and cross country.

Comments
• Conceptually

• Different phases
• Capacity + Willingness

• Technical: general + specific

Focus
ECB’s liquidity-providing operations (TLTROs)
Capital relief (macro- and micro-prudential buffers)

Find
• Policies had a significant standalone impact on bank capacity.
• Complementarities between funding and preservation of bank 

capital for loan origination.
• Real effects: TLROs + capital relief increased firm employment.

Claimed Contribution
For EA, first to analyse monetary policy measures taken after 
Covid shock.



Conceptual Comment I: Phases of lending in EA 
(Falargiarda and Köhler-Ulbrich, 2021)

Phase 1 (March-June 2020)
• Surge in demand for liquidity => credit lines, short-term loans
• Historically low rates and favourably lending conditions
• Policy measures:

• March: PEPP, TLTRO II 
• April: eased collateral requirements and national guarantee 

schemes, moratoria
• June: regulatory relief

Phase 2 (June-December 2020)
• Liquidity needs abated
• Tighter credit standards, partly counteracted by policy support 
• Key role of guarantee schemes
• Medium and long-term loans

=> Does this match your findings: increase in Q3+Q4?
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Bank loans to firms in EA (Falagiarda and Köhler Ulbrich, 2021)

Bank lending globally (Casanova, Hardy and Onen, 2021)



Conceptual comment II: incentives and interactions of measures
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Eg guarantees
• liquidity
• low RWs
• avoid other loan defaults



Conceptual comment II: incentives and interactions of measures
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⇒ correlation between lending and fiscal measures (national level)
⇒ heterogeneity across countries

Lending growth

Corporate lending growth

Size of loan guarantees
Uptake of moratoria



Technical Comments: General

• Large banks operate in several EA countries

• Same set of banks for the different analyses

• Coordinated policies => joint analysis, focus on interactions

• Fine-tuning of the analysis, exploit data granularity
• TLTROs + guarantees => firm lending (not mortgages)
• Moratoria + regulatory relief =>  firm and HH lending
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Technical Comments, specific
Specification (1)
• Local projection methods require lags of the LHS 

variable.

• Both panels in Fig 6 are not comparable. 
• Post pandemic, you just have 10 months of 

observations, so basically the h=10 is based 
only on a cross section. 

12/05/2022 Discussion  |  Catherine Casanova  |  SNB7

Specification (2)
Your TLTRO-shock =
• common shock to the term premium (shared across all 

banks) 
• idiosyncratic shock to bank’s risk premium. 
⇒Country-by-time fixed effects absorb the common shock.

Can you compare the different periods?
Pre-Pandemic: Sep 2014-Feb 2020 (7 events)
Post-Pandemic: Mar 2020-Dec 2020 (2 events in March+April)



Specification (3)
• Now you shift to NFC lending. But 

capital relief actually addresses all 
types of lending.

• How can you run this for the Pre-
pandemic period if 

is only defined at Feb 2020?

Technical Comments, specific
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Specification 4
• Is the standalone effect of the 

capital buffer in the table?
• Consider marginal effects 

evaluated at X=? 

Technical Comments, specific
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Table 5 results
- initial raise: credit lines, guarantees uptake, then enough liquidity (Phase 1)
- TLTRO funds (-) contrasts with Fig 6? 
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Technical Comments, specific
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Thank you for your attention!



Summary and Conclusions
Did policy measures in the euro area (EA) affect bank capacity to lend after the Covid shock? 
Did the joint implementation of measures amplify their impact?
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Overall impression
• Very topical and relevant paper
• Fantastic data: granular and cross country.

Comments
• Conceptually

• Different phases
• Capacity + Willingness

• Technical: general + specific

Focus
ECB’s liquidity-providing operations (TLTROs)
Capital relief (macro- and micro-prudential buffers)

Find
• Policies had a significant standalone impact on bank capacity.
• Complementarities between funding and preservation of bank 

capital for loan origination.
• Real effects: TLROs + capital relief increased firm employment.

Claimed Contribution
For EA, first to analyse monetary policy measures taken after 
Covid shock.



Annex



Data
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Standalone analysis (349 banks, Sep 2014-Dec 2020)

Bank (>300 banks)
• TLTRO uptake and borrowing allowances (balance sheet 

statistics, 349 banks )
• Bank-specific capital requirements (SREP by ESM)
• CET1 ratios (from SNL Financial)
• Bank bond yields (from Markit iBoxx)

Policy Shock
Daily changes in bond prices around monetary policy 
announcements

Approach + Identification
a) Standalone analysis
- Local projection methods to estimate the dynamic effects 

of exogenous policy shocks 
- shocks =daily changes in bond prices around MP 

announcements
- Demand controls: country-by-time fixed effects (also 

any national policy like guarantees and moratoria)
b) Amplification
c) Real effects (pre-pandemic firm data)
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