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SECURITISATION AND THE BANK LENDING CHANNEL

by Yener Altunba% Leonardo Gambacortand David Marqués

Abstract

The dramatic increase in securitisation activity has modiffeal functioning of credit
markets by reducing the fundamental role of liquidity transformaticiommeed by financial
intermediaries. We claim that the changing role of banks frongit@ie and hold” to
“originate, repackage and sell” has also modified banks’ abiliegrant credit and the
effectiveness of the bank lending channel of monetary policy. Usiregge kample of
European banks, we find that the use of securitisation appears to baake’ loan supply
from the effects of monetary policy. Securitisation activity &las strengthened the capacity
of banks to supply new loans but this capacity depends upon business cydiem®adid,
notably, upon banks’ risk positions. In this respect the recent expeonéne sub-prime
mortgage loans crisis is very instructive.

JEL classification: E44, E55.
Keywords: asset securitisation, bank lending channel, monetary policy.
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1. Introduction®

European banks rarely used securitisation techniques before the intndofctihe
euro. In the last decade, however, there has been a spectaculaseinoreacuritisation
activity in the euro area. This is partly a global trend but g8oalation in securitisation
activity is also linked to other factors such as the closerratieg in European financial
markets as well as a move towards a more market-based finsystem. This development
has probably changed the monitoring function performed by banks (Diamond, 1984;
Holmstrom and Tirole, 1997). Securitisation has also reduced the fundanneleta
traditionally performed by banks in liquidity transformation (Diamond Ryiovig, 1983). In
other words, nowadays even if a project is illiquid, the underlying lcan m principle, be
sold on to the market providing originating banks with additional sourcéeawicing. In
this way, while the origination of bank loans remains to a lar¢gene¥ocal, securitisation
can make previously illiquid loans tradable and available to globaltorgesAs a result,
banks maintain a central role as originators and evaluators of ksidiwhile progressively

losing importance as primary holders of illiquid assets.

Loan securitization activity together with the emergence ditcderivative markets
seems to have altered credit risk management by banks. Throughrtaes®l innovations,
credit risk may be easily transferred away from banks’ balaheets to other economic
agents. Protection sellers, in turn, may further combine and divéngity asset portfolio,
reaching parts of the credit spectrum that, until recently, wesstly illiquid. All these
developments are likely to have contributed to a change in the way teamisloans and

react to monetary policy shocks.
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Patrick Steimer and Christine Wilkin (European Cdssion) for kindly providing data on securitisatisrom
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responsibility of the institutions to which theyeasffiliated. Email addresse¥..Altunbas@bangor.ac.uk
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We add to the “bank lending channel” literature by considering thecteffef
securitisation on loan supply. To date, the “identification problem” oftthesmission
mechanism of monetary policy has been solved by claiming that améyncbank-specific
characteristics (such as size, liquidity and capitalizatiom)ente loan supply movements,
while the demand for bank loans from borrowers is largely independehemf. After a
tightening of monetary policy, the drop in the supply of bank loans is &déx be larger
for: (1) small banks, which are financed almost exclusively fromposies and equity
(Kashyap and Stein, 1995); (2) less liquid banks, which cannot protectadueiportfolio
against monetary tightening simply by drawing down cash and sesu(fitein, 1998;
Kashyap and Stein, 2000) and (3) poorly capitalised banks, which might be below their target
capital and have less access to markets for uninsured funding (Re&osengren, 1995;
Kishan and Opiela, 2000; Van den Heuvel, 2602).

This paper argues that the development of securitisation has chaademhk lending
channel mechanism. Securitisation has also probably altered those hmakteristics
usually emphasised in the literature to identify shifts in loan gupple size indicator is less
significant because securitisation activity can considerably eethee amount of loans on
banks’ balance sheets (DeYoung and Rice, 2004). Liquidity is alsoeaffegtsecuritisation
because of the short-term inflows caused by the sale of as&etdbeecurities that modify
the standard liquidity ratio. Securitization activity may alsaluce the regulatory
requirements for capital and make the standard capital-to-aised poor approximation of
the relevant capital constraints faced by banks in this regard. Moegglly, securitisation
provides banks with additional flexibility to face changes in mackeiditions associated

with monetary policy movements.

An extensive database of asset-backed securities is used tseattadyimpact of
securitisation on loan supply, focusing not only on the securitisation dfager markets,
but also on other forms of bank loans. We employ therefore a comprehdataget of

asset-backed securities issued since 1999, when the market stdine@uro area, matching

2 All these studies on cross-sectional differencethé effectiveness of the “bank lending channefér to the
US. The literature on European countries is famfimnclusive (see, amongst others, Ehrmann €2G03 and
Altunbas, De Bondt and Marqués, 2004).



them with individual bank’s balance-sheet information. The estimation igrpexl using an
approach similar to that used within the Monetary Transmission d¥lletva joint project
conducted by a group of economists affiliated with the ECB and thendaCentral Banks
of the Eurosystem (Angeloni, Mojon and Kashyap, 2003).

The main finding of the paper is that asset securitisation ®ignify reduces the
importance of the bank lending channel of monetary policy transmissi@effact seems
to depend upon two main mechanisms: first, asset securitisatioasasrbanks’ liquidity
and reduces banks’ funding needs in the event of monetary tightening; secalfalys
banks to transfer a part of their credit risk to the marketsufimg institutional investors
such as hedge funds, insurance companies and pension funds) and therebyheduce t
regulatory requirements on capital. This capital relief semmsause ceteris paribus a

further increase in supplied lending.

Securitisation activity has also strengthened the capacity of barskgpply new loans
to households and firms for a given amount of funding. However, we shovhighaapacity
changes over time due to business cycle conditions: it is maxingdsgng economic
expansion when there is probably little uncertainty (in the termsrarik Knight) among

investors about the valuation of structured products.

The remainder of this paper is organised as follows. Section 2 cutteeent
developments in securitisation activity in the euro area, compatadewperiences in the
United States. These institutional developments provide the basishdosubsequent
econometric analysis in Section 3, which considers how securitisatimty may affect the
monetary transmission mechanism. Section 4 describes the econanuetecand the data,
while Section 5 presents evidence on the response of bank lending to argnsheck.
Section 6 describes some robustness checks performed on the resulfsalllsection

summarises the main conclusions.

2. Developmentsin securitisation in the euro area

Securitisation can be defined, in a broad way, as the process whetieiigual bank
loans and other financial assets are bundled together into tradabtities that are sold to

the secondary market. In the United States the market forlzdete securities started to



develop by means of government-sponsored agencies (such as the Federal NatigageMort
Association, known as Fannie Mae, and the Federal Home Loan Mortgageration or
Freddie Mac) that enhanced mortgage loan liquidity by issuing and guaranteeing, but not
originating, asset-backed securities. These agencies contributesl gmgressive growth in

the outstanding volume of US agency mortgage-backed securities to USD 4 trithereatd

of 2006. Including both agency and non-agency issues, the US market foageemttated
securities nowadays accounts for over USD 6.5 trillion, represemintatgest segment of

the fixed income market in the world (to give an idea of the madmjtthe US corporate
bond market accounts for USD 5.4 trillion, while the Treasury segment accounts fegt.8/SD

trillion).

In contrast to the US experience, the development of the assetisa&moim market in
the euro area started much later - at the end of the 1990s - amibiMaggered by the
introduction of any specific government agenéiés. shown in Figure 1, the growth in euro-
denominated securitisation started at the end of the 1990s and accelerated fstron2004
onwards. The annual net flow of asset-backed securities issuance6irwa®around one
fifth of total bank loans granted to households and non-financial corporatidhg ieuro

area.

The reasons for the spectacular growth in securitisation adtivttye euro area since
1999 are linked to three main factors: the increased demand fromoisyesthnological
and financial innovation; and the introduction of euro. First, the demand det-lzacked
securities has grown rapidly from institutional investors, who aveemwilling and able to
invest in credit risk. Asset-backed securities cater for theasing number of sophisticated
institutional investors seeking to buy assets that typically hayeod rating and provide an
extra yield over government bonds (Rajan, 2006). Moreover, these secudtiebe

constructed to offer specific, sometimes even tailor-made, riskaré&rade-offs that can be

3 Created in 1938 and 1968, respectively.

* Unlike in the United States and United Kingdomewha common law system is in place, most contient
European countries possess a continental law frankemnder which a specific regulation is requiredssue
asset-backed securities. In this respect, Belgknmance, Germany, Greece, Italy, Portugal and Spathto
enact specific laws to remove obstacles to theldpugent of securitisation.



segmented by rating, asset class, sector and country of origitiaicaby tapping into a

broader investor base.

Second, technological advancements have been instrumental in the development
securitisation via dramatic improvements in the storage, proceassdgricing of financial
data. Technological progress has therefore changed the cost stoficisteng asset-backed

securities and increased the spectrum of financial products.

Third, in addition to these global trends, the introduction of the euro Y&s gistrong
impulse to the corporate bond and securitisation markets (ECB, 2007).s@ippehrance of
exchange rate risk among euro-area countries, the increasenadinategration (Baele et
al., 2004) and a more market-based financial system have all cortribuemhancing the
liquidity and size of the securitisation market. As a resultjtutgtnal investors increased
their cross-country exposure while issuers gained access to @ebnoaol of potential
investors. At the same time, increased bank competition also helpebbweying

underwriters’ and managers’ fees.

The increase in the use of securitisation techniques in the eusohase been
widespread but remains heterogeneous across countries (see Figuregeljtive terms,
asset securitisation has been strongest in countries which have anedesignificant
increases in real estate prices since the introduction of thesedhn as Italy, Spain, Portugal
and the Netherlands (Figure 3). In this respect, it is worth ndtiagrésidential as well as
commercial mortgage-backed securities (RMBS and CMBS) acabtot®&8% of all euro-
denominated securities issued (Figure 4). This is mainly becautbe @trong degree of
commoditisation of this type of loan, as well as the high standtaisat credit assessment
techniques that makes the pooling and selling of a large number cjagest easier to
originate for borrowers and easier to assess for investors. Balsimeet cash-flow
collateralised debt obligations (CDOs) accounted for around 18% whilsumer and
corporate asset-backed securities (ABS) represented around 14%l edsoaince. In terms
of originators, the securitisation market is overwhelmingly domihbjecommercial banks,
while the share of securitisation products issued directly by noneiimacorporations

remains relatively very small (ECB, 2007).



The location of the credit investors may be very far away fitoenrésidence of the
household or the corporate borrower. In this respect, based on a survey abiyuttie
Bond Market Association, for the period 2005-2006, less than 50% of the risk tsmhteec
European ABS structured products was bought by euro-area investoFsgisexe5). More
than one third was bought by UK investors, while the remainder wasndrssted
elsewhere, including Asia, the Middle East and Africa. Simiauits are obtained when
examining the investor location of CDOs. Given this increase indittance between
borrowers and credit investors, the role of the market in pricing asméts, together with
that of rating agencies, becomes pivotal as a signal of ciislitand as a disciplining

mechanism.

In this paper, we focus on the traditional concept of securitisatiochviivolves both
full funding via the true sale of bank loans as well as credkttressfer (these instruments
account for 84% of total securitisation activity in Europe). Speeied is taken to account
for individual banks’ characteristics, including market-derived measafrbanks’ risk. The
latter control is very important also in light of the more re¢ensions in credit risk markets
that started in the summer of 2007. The turmoil underlined the roleawidial innovation in
connection with bank risk-taking and the necessity of a more careflylsegs from investors

of certain forms of asset-backed securities.

3. How does securitisation affect the monetary transmission mechanism?

The changing role of banks from “originate and hold” to “originate, ke and
sell” is likely to have influenced the effectiveness of the ban#lifg channel of monetary
policy. We claim that the standard set up of the bank lending charceghtiore the effect of
banks’ conditions on loan supply changes if banks can grant mortgages andastkeand

are able to pass them on to markets.

> By looking at the true sales of bank loans, we ya®athe funding element of securitisation rathantits
overall credit risk transfer effect, which coulds@lbe obtained through other instruments such editcr
derivatives or the syndicated loan market. It isttvanoting that we analyse the value of securitiasskets that
are removed from the bank’s balance sheet sotlibgidérformance of these securities no longer dependhe
institution originating the loans but on the sitaatof the financial assets pooled. In other wordsdit risk is



In their seminal work, Bernanke and Blinder (1988) show that if some bensdvave
limited access to the capital market and depend mostly on bank tamstérnal funding,
bonds and loans are imperfect substitutes and changes in the compodiaoik esets also
influence investment financing. In response to monetary tighteningretie channel works
if the reduction in supplied loans is not counterbalanced by greatessabyg firms to the

capital markets.

The literature on the bank lending channel claims that banks’ conditiemsaffect
how banks’ supply of credit responds to monetary policy changes. After motigidening,
the response of supplied lending will be less severe for big, liquitvelhdapitalised banks
(Kashyap and Stein, 1995, 2000; Kishan and Opiela, 2000; Peek and Rosengren, 1995; Stein,
1998; Van den Heuvel, 2002; Gambacorta and Mistrulli, 2004). For example, bigednd
capitalised banks have more access to markets for uninsured funding, while liquidniagnks

simply draw down cash and securities to attenuate for the effects of a drop in deposits.

Securitisation provides an alternative way for banks to maintaioréuit relationship
with the client by simply bundling together some loans into tradaderisies and selling
them on to the secondary market. This has major consequences fanttedtransmission
mechanism. First, banks may obtain additional liquidity independently of gbeurities
holdings and the standard liquidity indicator may be less informdia in the past. This
mechanism reduces the effectiveness of the bank lending channelay simlar to the
critigue advanced by Romer and Romer (1990). According to these authuansksf had the
possibility to raise, without limit, CDs or bonds, which are not subjectreserve
requirements, the bank lending channel would be ineffective. In this teshemugh
securitisation, loans can be readily removed from banks’ balance simelethanged in cash;
findings for the US jumbo mortgages market suggest that seatidgti could make the bank

lending channel less effective (Loutskina and Strahan, 2006).

“bankruptcy remote” from the originator. This catts with the case of corporate bonds where the mn
essentially backed by a promise to pay by the rssue

® Existing evidence on the effects of securitisationinterest rates remains scarce and conclusiensixed.
Kolari, Fraser and Anari (1998) show that secuiit activity increases liquidity in the mortgagearket and
insulates mortgage interest rates from the effpotsluced by the monetary policy operations of taetral
bank. On the contrary, Estrella (2002) finds tlm&t teaction of mortgage rates to changes in therd¢dunds
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Second, by removing loans from their balance-sheet, banks can obtairtorgygula
capital relief on account of the transfer of credit risk, whi¢tbvad for a positive net effect
on the loan supply. This mechanism is expected to continue with themetistion of the
Basel 1l Accord — provided that banks also remove the underlying osk tineir balance
sheet — which has a stronger focus on credit risk management and &coapital’ At the
same time, the final effect on credit risk is very difficidtpredict because banks may be

induced to shift to riskier assets (Donahoo and Shaffer, 1991; Dionne and Harchaoufi, 2003).

Details of the effects of securitisation on bank lending behavioualsarbe found in
the existing literature. Loan sales provide a lower cost method of financing for bamgd
competitive deposit market (Pennacchi, 1988). This effect has probabimw&extronger in
recent years. James (1988) examines the incentives for banks e engaff-balance
sheet” activities, such as commercial loan sales and points auh#se® can mitigate the
“under-investment” problem for banks which previously issued risky debthkr @tords,
loan sales permit banks to invest in more projects with positiveresént value than would

have been the case in the past.

More recently, some papers have focused on how securitisation aewatyes
through the business cycle, although the evidence produced to datergfazohclusive.
On the one hand, Stanton (1998) finds that securitisation increasesddspeficyclical
downturns or individual firm weakness. On the other hand, Estrella (2002) pointbat
securitisation of multi-family home mortgages, as a proportion aftanding mortgages,
tends to decline during recessions. The link between securitizatiohebdsiness cycle is
also very important as regards the implications for monetary policynéu2000) examines

this issue by comparing the relative growth of ABS and bank loans over the businesk cycl

rate is stronger with an increasing recourse tar#eation. He concludes that the change in efficaf
monetary policy appears to derive from non-inteedgcts, such as the liquidity and credit volumeasline

with this finding, Fernald, Keane and Mosser (19%XKamine the influence of securitisation on thenetary
policy transmission mechanism using mortgage-badexlrities as an example and conclude that the IT
revolution is raising the effectiveness of interesé channels.

" While asset-backed securities are expected toinettma dominant instrument being securitised, higjtewth

is expected on less granular securities such ab anthmedium enterprise CDOs and other corporatedéd
deals owing to the greater scope for capital relélancock et al., 2005 and J. P. Morgan, 2006).

8 For an analysis of the interactions between chpterve requirements and securitisation see, gratrers,
Nwogugu (2007).
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banks use securitisation to shield their supply of loans from thetet& monetary policy,

the volume of ABS should move in opposite direction in response to monetary policy.

Overall, the increasing importance of loan securitisation togethlerthe emergence
of the credit derivative market, have improved credit risk managebyehainks. Through
these innovations, credit risk can be commoditised and transferredrawelyanks’ balance
sheets to other economic agents who might, in turn, acquire crédipridiversify their
overall risk position or to generate revenues. This probably also hascamsequences for

the bank lending channel.

In recent years, better credit risk management by banks mayheiyecontributed to
the observed gradual easing of credit standards applied to loans @dibdires observed, as
reported in the ECB’s Bank Lending Survey (Figure 6). This diminishiagsure on banks’
balance sheets is also reflected in the increase in the @dis@mmefault of banks in recent
years (Figure 7). All these developments may have contributed, bthgs being equal, to a
relaxation of constraints on banks’ loan supply. This issue will be sshtiein the
econometric part of the paper by explicitly taking into accountittkebletween banks’ risk

and lending supply.

4. The econometric mode and the data

The empirical specification, based on Kashyap and Stein (1995), Ehrman{2€03)
and Ashcraft (2006), is designed to test whether banks that seclodinsereact differently
to monetary policy shocks. This approach is in line with the researutucted within the

Monetary Transmission Network (Angeloni, Mojon and Kashyap, 2003).

° A complete analysis of the impact of the use eflitrderivatives on loan supply goes beyond theead this
study. In general, new risk management techniquekd presence of friction should, ceteris parilnsease
the supply of bank credit. Existing empirical sesliand practitioners assessments drawn from faaify
exercises support this idea (ECB, 2007). In thipeet, Hirtle (2007), using data on individual Isanade by a
sample of banks between 1997 and 2005, finds es@&snggesting that greater use of credit derivatise
associated with the greater supply of bank creditarge loans (i.e. to large corporate borroweakhough not
for (previously negotiated) commitment lending. Ralance-sheet amounts of commercial and industraals
also appear to increase as the protection affolgyedredit derivatives rises. Goderis et al. (2006J that
banks adopting advanced credit risk managemenhigobs experience a permanent increase in thejettar
loan levels of around 50%.
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The model is given in the following equatith:

1 1 1
Aln(Loang;; =aAIn(Loany; -y + Y 5;AINGDPN)y,_; + D Bjlip_j + D @jlim_j * SEG -1 +
j=0 j=0 j=0
1 1 1
+ 2.0 By * SIZE pg + D AjAin o *LIQig1 + D XjDimy—j * CAR g +7SEG 11 + 1)
j=0 j=0 j=0

+KSIZE 1 +ILIQj 11 +¢CAR 1 +71LLR {1 +(EDF 11 +&¢

withi=1,...,N, k=1, ...,12 andt=1, ..., T where N is the number of banks, k is the country

andT is the final year.

In equation (1) the growth rate in bank lending to residents (excludiegbank
positions),Aln(Loang, is regressed on nomin@DP growth ratesAIn(GDPN), to control
for country-specific loan demand shifts. The introduction of this variedyeures cyclical
macroeconomic movements and serves to isolate the monetary polipgream of interest
rate changesf{y). The econometric specification also includes four interactionseleetw
changes in the interest rate controlled by the monetary policy dauthad bank-specific
characteristicsSEC the securitisation activity indicatoBIZE the log of total assett])Q,
securities and other liquid assets over total as€EA$, the capital-to-asset ratio. Bank-

specific characteristics refer ta in order to avoid an endogeneity bias.

sl,,

11

, whereSL

The securitisation activity indicator has been construct®|:_a(§t =

stands for the flow of securitised lending in yeandTA.; represents total assets at the end
of the previous year. Following Ehrmann et al. (2003), all bank-spebifiacteristics have
been normalised with respect to their average across all batiks respective sample, in
order to get indicators that amount to zero over all observationsniHaiss that for model

(1) the average of the interaction terms are also zero, andriragiars; may be broadly

interpreted as the average monetary policy effect on lending for a theoreticGde@bank.

9 The model in levels implicitly allows for fixed fetts and these are discarded in the first diffezen
representation given in equation (1).
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The sample used relates to the period from 1999 to Y068vering the growth in
securitisation activity in the euro area and the single monptdigy whereby all banks are
subject to one monetary regime. The interest rate taken asotietary policy indicator is

the three-month Euribor.

Securitisation may dramatically affect bank loans dynamicsid8td statistics do not
take into account that even if a loan has been securitized (anthérédore expelled from
banks’ balance sheets) it still continues to finance the ecolfowig. have tried to tackle this
statistical issue by simply re-adding the flows of secudtisans §EL) to the change in the
stock of loans to calculate a corrected measure of the growghfamtlending that is

independent of the volume of asset securitisaidml (=In(L+SL;)- InL.1).

To give a rough idea of the bias that can be caused by asset séiuritisavity to the
computation of the lending growth rate, in Figure 8 the gross annualhgrate of lending
in the euro area (solid line) is compared with that correcteddouritised loans outflows
(dotted line). The bias tends to increase over time and reach aofaltmund 2 percentage

points in 2005.

We use annual data obtained from Bankscope, a commercial databatsnmaaiby
International Bank Credit Analysis Ltd. (IBCA) and the BrusseletaBureau van Dijk. In
particular, we consider balance sheet and income statement dataséonple of around
3,000 euro-area banks. Table 1 gives some basic information on the Hatdmesample
accounts for around three quarters of bank lending to euro-area resitiendsefage size of
banks in the sample is the largest in the Netherlands, Finland amdaBdasmallest in Italy,
Austria and Germany. Averages for individual bank characterigtit&in heterogeneous
across countries in terms of capital, loan loss provisions and liqaiddisacteristics partly
reflecting different stages of the business cycle as welldifferent competitive and

institutional conditions.

1 Data for 1998 has also been included to calcigaieth rates.

12 5ee Jeffrey (2006) for an overview of the accagntionsequences of securitization.

3 Only euro-area banks that have at least four yeansecutive data are included in the samplak8a
which do not report positive figures for total asséotal loans and total capital for any givennea excluded.
Investment banks, government financial agencies;iappurpose financial institutions and foreighsidiaries
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In order to proxy for banks’ risk we have also inserted two contrchbias. The first
variable represents loan loss provisions as a percentage of loassvafiable is quite
standard in the literature and represents an ex-post accountingreneégredit risk. The
second is given by the one-year expected default frequency (EDEN) vgha widely-used
measure of credit risk by financial institutions, including certiealks and regulators (see,
for instance, ECB, 2006, and IMF, 2088 EDF is a forward-looking indicator of credit risk
computed by Moody's KMV using financial markets data, balance shéstmation and
Moody’s proprietary bankruptcy databds&his measure is very important because it allows
us to capture transfer of credit risk to the markets not only visstigesecuritisation but also
by means of credit derivatives or synthetic CDOs. EDF informasiarot available for all
banks. From 1999 to 2005, the sum of total assets of banks for which Moody’'s KMV
constructs EDF figures accounts for around 52% of the total asdeémks in our sample.
For banks that do not have EDF we have approximated their default priytdapiineans of

a cluster analysis.

Securitisation data are obtained from Bondware which is a dat@oasgled by
Dealogic, an independent data distributor and completed with data femda®d and Poor’s
(S&P), a large private rating agency. Securitisation dataistd999 and cover an extensive
range of around 4,500 deals (Table 2). We look at individual deal-by-deahcss patterns
from euro-area originator§. The advantage of using data on securitisation activity from
Bondware and S&P is that the name of the originator, date of issaadaieal proceeds are
registered.” We cover all ABS securities as well as cash flow (balshest) CDOs issued

by euro-area originators that accomplish two main criteriat, Fivat the bank originating the

are excluded. Anomalies in loan growth rates argrotied for by checking for possible merger anduasition
activity related to full mergers from 1998 to 2G83he Thomson SDC Platinum database.

4 Furfine (2006) uses EDF to assess the effect ofj@ns on banks’ risk in American banks.

% The calculation of EDF builds on Vasicek and Ke#di's extension of the Black-Scholes-Merton option
pricing framework to make it suitable for practiealalysis as well as on the proprietary defaukilo@te owned
by KMV (see Kealhofer, 2003, Crosbie and Bohn, 2808 Garlappi, Shu and Yan, 2007 for further detail
the construction of EDFs and an example of a reggplication).

%It includes twelve euro-area countries: AustrigJgium, Finland, France, Germany, Greece, Ireldiady,
Luxembourg, the Netherlands, Portugal and Spain.

"We compare Bondware’s and S&P’s coverage of sizafibn activity data with individual deal by deddta
on securitization activity provided by Moody’s, Bstat and the European Securitisation Forum toimlata
comprehensive view of the size of the securitizatiarket.
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loan passes them from their balance-sheet to the markets eitabasked securities and,

second, that it receives funding from investors from the sale of those securities.

Data on individual securitisation deals have been matched with fihatatements of
each bank originating the deal. Banks active on the securitisatiketaae characterized on
average by their large scale (EUR 73 billion of total assatk)wer level of the capital-to-
asset ratio (6.4%) than other banks, as well as a lower liquatity (15.2%). These bank
characteristics are consistent with the idea that theres@ree economies of scale in
securitisation activity. Moreover, banks active in the securitisatharket SEC banks)
maintain a lower level of liquidity or capital, because thersgltif bank loans on the market
allows them to be less constrained by liquidity management and ummimapital
requirements. The growth rate of lendingS&Cbanks is more than triple that of the average

bank in the sample (16% compared with 5% respectively).

5. Reaults

The results of the study are summarized in Table 3. The modeldbbanesstimated
using the GMM estimator suggested by Arellano and Bond (1991) whichesrefticiency
and consistency provided that the models are not subject to serghtorr of order two

and the instruments used are valid (which is tested for with the Sargan test).

The first column presents the results for our benchmark equation (Ingé&han
economic activity have a positive and significant effect on lendbedter economic
conditions increase the number of projects that become profitablaria t§ expected net
present value and hence increase the demand for bank credit from bsifidasdryap, Stein
and Wilcox, 1993). A 1% increase in GDPN (which produces a bank loan deim#thd s
causes a loan increase of around 0.5%. In contrast the response of ban§ tendi
monetary policy shock has the expected negative sign, suggestidgction in loan growth

as a result of increases in the monetary policy rates (see coefficiefitg fandA iy t.1).

Securitisation activity is positively related to bank lending. Tisatbanks that

securitize their assets to a larger extent have, on averdmgher growth rate of lending.
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This result is consistent with the view of securitisation aowarce of capital relief and

additional funding that can be used by banks to grant additional loans.

The effect of liquidity and capital on lendinglQ andCAP) indicates that liquid and
well-capitalised banks have more opportunities to expand their loan mortfh the
contrary, consistent with Ehrmann et al. (2003), the effect folisizegative, and the role of
size as an indicator of informational asymmetries appears qoiteepoor. Several features
of banking markets in the euro area (low number of banking failuresadéug role of the
government, presence of comprehensive deposit insurance schemes, neangdnants
in groups, strong relationship lending between small banks and snmafl) fseem to

diminish the usefulness of size as an indicator of (lower) informational friction.

The riskiness of the credit portfolio has a negative effect on baakscity to increase
lending. Other things being equal, higher loan loss provisions (LLP) remtofies, bank
market capital and, therefore, have negative consequences on supplied. |&ngimgiar
effect is detected for the expected default frequency (EDF)e mechanism suggests that
banks’ risk conditions matter for the supply of loans and it probably wayrksieans of
“market discipline” including the capacity of banks to issue niski@nsured debt (i.e.
bonds or CDs) which might be easier for less risky banks becaydeatve more capacity to

absorb future lossés.

As expected, the interaction terms between size, liquidity, tiaptian and monetary
policy have the positive sign. In line with the bank lending channedhtiter, big, liquid and
well-capitalized banks are better able to buffer their lenditigitgcagainst shocks affecting
the availability of external finance. It is worth noting that duefficient of LIQ*Aiy is
however only marginally different from zero. From a monetary pofieyspective, the
implication of this result is that the liquidity indicator redudsssignificance if considered
jointly with the ability of banks to sell loans on to the market. heptvords, a bank may be

less liquid than others but more insulated than more liquid banks becaitsegogater
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capacity to securitize loans. Bank liquidity in itself, is notisidhtly informative, meaning

that this indicator has to be considered together with the full range of sedaritisaties.

The effects on lending of a 1% increase in the short-term moneatey are
summarised in Figure 9 that shows the effects for banks that enakfferent use of
securitization techniques. In particular it compares the effecthenaverage bank (that
securitises only 2% of its asse®EG=0.02) with banks that use securitization in a more
prominent way: the mediaBECbank that securitises 10% of total assets, and the average
SEC bank that sells one quarter of its assets. The aim is to wveoifyonly whether
securitisation generates some insulation effects on banks’ loan dugpifso to have an
assessment of the magnitude in relation to securitisation yctat each bank we consider

the immediate pass-through (over the first year) and the long-term effects.

Results indicate that a 1% increase in the monetary policy todieads to a decline
in lending for the average bank of 0.6% in the short term and of 0.7% londpeun.SEC
banks are on average more insulated from the effects of a mopetary shock. The
insulation, however, is not complete for the med@&Tbank, for which the long-term effect
of monetary policy on supplied lending remains significant. The supplgaok becomes
insulated from monetary policy changes only when a bank is particidative on the
securitisation market, with a volume of ABS that accounts fogaatla quarter of its assets
(this corresponds to the average valueSBIC banks in our sample): in this case the long-

term effect is equal to 0.3% with an associated standard error 3f 0.2.

Since the results presented so far are based on panel datsioegiethe long-term
coefficient on the monetary policy indicator represents the reaction av#énage bank in the
sample or specific categories ®ECbanks. Given the heterogeneity of reaction across banks

(as shown by the significant interaction terms in Table 3), thgorese of the average bank

'8 The model includes both a backward (LLP) and avéod-looking (EDF) proxy for credit risk. Strong
collinearity among the variables was not detedikults remain the same when only a single proxgredit
risk is included.

19 Empirical evidence shows that lower capital lewas associated with higher prices for uninsurabiilities.
See, for example, Ellis and Flannery (1992) andrday and Sorescu (1996).

%0 standard errors for the long-run effect have tagroximated with the “delta method” which expaads
function of a random variable with a one-step Tagikpansion (Rao, 1973).
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may be not informative as to the overall macroeconomic effect afetary policy on
supplied lending. In order to obtain some macroeconomic insights from rbmses it is
important to weight the banks in the sample according to their tespetarket share when
calculating their response to monetary policy. The resulting oversfionse of the loan
market can, in principle, be quite different from the response ofvlrage bank, depending
on the distribution of the specific characteristics (size, liquiditapitalisation and
securitisation) and market shares across banks. Using the emffim the baseline model
and weighting bank-specific characteristics, we found that the bweaaket response to a
1% increase in the monetary market rate in the long term i$ ®gt@a7. This is lower than
the effect detected in the literature for the period beforentneduction of the euro. For
example, the same macroeconomic relevance exercise performmeyl tbsi model in
Ehrmann et al. (2003), which has a very similar set up but is estinfiar the period 1992-
1999, gives a long-term coefficient of -1.3. Overall, these resultéocawo observations.
First, the effectiveness of the bank lending channel has decreasedhts introduction of
the euro; second, the effects of securitisation are far fromletghpinsulating the supply of

bank loans from monetary policy changes.

6. Robustness checks

The robustness of the results has been checked in several ways féss was run to
introduce an additional interaction term by combining the securitisatieasure with the

growth rate in nominal GDP, giving the basic equation (1):

1 1 1
Aln(Loany;; = alIn(Loangj;_4 + Y J;AIN(GDPN)_j + ZIBJAth—j + 9 Dipy_j * SEG -1 +
j=0 j=0 j=0
1 . 1 ] 1 . (2)
+ 2.0 Bimy * SIZE pg + D AjAinyj *LIQy + D xjDimy_j * CAR 4 +7SEG +
j=0 j=0 j=0
1
+KSIZE 11 +ILIQj 11 + ECAR 1 +TLLR 1 +{EDF 11 + > @ AIN(GDPN);— * SEG 11 + & ¢
j=0

The reason for this test is the possible presence of endogeneigehethe business

cycle and securitisation. For example, Stanton (1998) show that setiait of lending

increases in periods of cyclical downturns or individual firm weakn®ssthe contrary,
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Estrella (2002) finds that securitisation of multi-family home tgeges as a proportion of
outstanding mortgages tends to decline during recessions. Thepesiedan column Il of
Table 3, indicates that the interaction temns positive and statistically significant while
other coefficients remain broadly unchanged. Hence the positiveseffiesecuritization on
bank loan supply is dependent on the level of economic activity. In other,vbamlss that
are more active in securitising their assets also experi@rgignificant increase in bank

lending but this effect diminishes in period of cyclical downturns.

On the base of these results, if an increase of 1% in the shorirteerest rate is
associated with a reduction in the nominal growth rate of GDP of @B%an easily
observe that the insulation effect of securitization activity owliteg vanishes and banks

have the same drop in lending independently of their activism on the securitization market

Another robustness check, reported in the third column of Table 3, compast®e

(1) with the following model:

1 1
Aln(Loang; =alIn(Loany; -1 + 6 + > @jlip;_j * SEGa + D 0 jAipy_j * SIZE 1 +
j=0 j=0
1 . 1 .
D AjBin o * LIQjtg + X XjDiny—j * CAR g +7SEG 11 +KSIZE -1 +ILIQj 4 + 3)

j=0 i=0
$CAR -1 +ILLR 1 +YEDF (1 + &4

All variables are defined as before, add describes a complete set of time dummies.
This model completely eliminates time variation and tests whétleemacro variables used
in the baseline equation (nominal income and the monetary policy indicagure all the
relevant time effects. Again, the estimated coefficients onntieeaction terms do not vary
very much between the two kinds of model, which testifies to thabikty of the cross-

sectional evidence obtained.

Finally, we also introduced a geographical control dummy for each randedssigned
the value of one if the head office of the bank is in a given countrgenodf elsewhere. In
this way we test for the presence, if any, of country-specifiitutional factors that could
alter the results. Also in this case, the interactions betwemmetary policy and bank-

specific characteristics remained basically unchanged (see the tashaail Table 3).



20

7. Conclusions

European banks rarely used securitisation techniques before the intindofctihe
euro. In the last decade, however, there has been a spectaculaseinoregcuritisation
activity in the euro area. This is partly a global trend bt @i$o linked to other factors such
as the increase in financial integration and moves towards a mameet-based financial
system. Therefore the European case provides an interesting fsekreveheck whether or
not securitisation activity has a significant effect on thesimassion mechanism of monetary
policy. To do so, we build on existing transmission mechanism literaand use an
extensive database of banks’ financial statements and securitisatiory.activit

We find that the changing role of banks from “originate and hold” togitwaie,
repackage and sell” reduces the effectiveness of the bank lendingetledd monetary
policy. Thus, banks making more use of securitisation activity acerabre sheltered from
the effects of monetary policy changes. Moreover, banks making aivenasse of
securitisation, grant more loans and this effect is stronger Wemconomy is in good
shape.

Our results complement the conclusions of earlier studies, whichesughat
belonging to a larger conglomerate or bank dimension have a dampeexttgefinonetary
policy (Campello, 2002; Gambacorta, 2005; Ashcraft, 2006). Taken togetheesiiés r
suggest that, nowadays, the role of the bank lending channel has déc@apared with
the past when banks were smaller, less integrated in groups arabledo liquidate loans
into secondary markets. At the same time, our macro-relevanoasexkighlights that the
effects of securitisation are far from a complete insulatiotoaf supply from monetary
policy changes. Significantly, banks’ risk profile has a signifidamgact on loan supply,

highlighting the importance of financial stability from a monetary policy petsfge

Two issues merit further research. First, this analysisiseld to studying the effects
of securitisation on bank loan supply, without considering the possible impact onoother f
of credit supplied to the economy: the positive effect of securiisan bank lending may
limit borrowers’ demand for other forms of credit. For instanceh wite advent of
securitisation borrowers might find financing from banks at more fawbeirterms than

raising direct funding through the corporate bond market. Likewise, it is also worttiegpl
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how monetary policy conduct could or should be suitably adjusted to accotn¢ fgreater

liquidity resulting from asset securitisation. For example, sésatiin entails a stronger role
for institutional investors as ultimate buyers of credit. As sultethe aggregate lending
supply is now strongly influenced by financial intermediaries thatadaollect deposits and
which are significantly less affected by changes in the momgglys At the same time the
effect of the growing influence of institutional investors on creddtrkets and the more
prevalent role of banks as credit originators on the transmissidmamem is far from being

completely understood.
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Tablel

DESCRIPTIVE STATISTICSBY COUNTRY ®

(percentages, millions of euros, expected defeedfufencies and number of banks)

Lending Size Capital Loan Liquidity Securitisation EDF Number of
provisions banks
©)

(mean annual (EUR mill.) (% total assets) (% total loans) (otat loans) (% total assets)

growth rate)
Austria 45 3,425 8.7 3.2 23.7 0.72 0.4 175
Belgium 3.9 23,981 7.6 1.4 10.8 0.02 0.1 57
Finland 7.4 18,723 9.4 0.2 11.6 0.01 0.2 4
France 5.2 10,460 10.0 15 13.9 1.80 0.7 250
Germany 2.1 4,699 5.7 1.0 24.8 1.66 1.0 1,665
Greece 38.4 7,345 14.2 1.2 13.5 0.24 14 8
Ireland 9.3 9,874 104 1.4 17.0 0.70 0.3 24
Italy 12.6 2,058 13.0 1.0 31.1 1.22 0.3 579
Luxembourg 5.8 6,110 6.8 45 45.2 5.69 1.2 91
Netherlands 6.8 18,803 9.3 2.7 24.1 19.36 0.8 31
Portugal 11.9 7,362 12.9 1.9 6.5 10.18 0.2 22
Spain 8.1 15,615 9.9 14 7.5 151 0.1 41
Euro area 5.0 5,400 7.9 1.3 24.9 1.93 0.5 2,948

Sources: Bankscope, Eurostat, KMV-Moody's.

Note: (1) Expected default frequency (EDF) figuaes available for 134 banks representing 52% ofdted sample total assets.



STATISTICSON SECURITISATION DEAL S 1999-2005

(millions of euros and number of observations)

Table?2

Country Mean Median St Dev 1st Quart. 3rd Quart. Total s.Ob
Austria 145 24 410 12 100 6,086 42
Belgium 158 53 350 20 139 18,958 120
Finland 141 83 154 16 240 2,969 21
France 168 49 310 16 150 75,121 446
Germany 137 35 367 15 76 132,415 966
Greece 327 83 404 28 593 13,395 41
Ireland 199 40 359 16 255 27,451 138
Italy 237 56 397 18 294 211,964 896
Luxembourg 295 46 540 13 353 2,948 10
Netherlands 243 32 562 14 200 153,509 632
Portugal 195 27 444 12 145 45,318 232
Spain 293 52 481 18 326 271,156 925
Euro Are: 21F 40 43¢ 16 20C 961,28 4,46¢

Source: Bondware and Standard and Poor’s.



Table3

REGRESSION RESULTS

0} (m (1 (v)
Dependent variable: annual Baseline Model Securitisation and the busingss Time dummies Time and geogrgphlcal control
K cycle dummies

growth rate of lending/L,)

Coeff. S.Error Coeff. S.Errg Coeff. S.Erro Coeff. S.Error
ALy -0.151 *** 0.002 -0.147 *** 0.001  -0.020 *** 0.002 -0.090 *** 0.003
AGDPN,; 0.461 *** 0.093 0.589 *** 0.100
SEG, 0.048 *** 0.000 0.037 *** 0.001 0.036 *** 0.000 0.033 *** 0.00
SIZE,, -0.009 *** 0.001 -0.010 *** 0.001  -0.006 *** 0.001 -0.006 *** 0.001
LIQ¢4 0.191 *** 0.007 0.187 *** 0.005 0.133 *** 0.005 0.368 *** 0.03
CAP,; 0.005 *** 0.000 0.005 *** 0.000 0.004 *+* 0.000 0.020 *** 0.00
EDF, -0.049 *** 0.001 -0.054 *** 0.001  -0.055 *** 0.001 -0.103 *** 0.004
LLP,; -0.112 *+* 0.002 -0.129 *** 0.002  -0.072 ** 0.001 -0.100 *** 0.001
Niyy -0.622 *** 0.120 -0.680 *** 0.122
Niy -0.199 ** 0.089 -0.281 **=* 0.099
Ny *SEC., 1.922 *** 0.010 1.233 *** 0.032 1.175 * 0.006 1.465 *** 0.00
Ay *SIZE,, 0.544 *** 0.063 0.498 *** 0.060 0.633 *** 0.060 0.590 *** 0.06
Ny LIQ 4 1.078 * 0.586 0.845 0.555 0.737 0.470 0.663 1.032
Ay *CAP, 0.153 *** 0.008 0.143 *** 0.007 0.136 *** 0.001 0.090 ** 0.036
AGDP*SEC; 2.490 *** 0.021
Constant 0.059 *** 0.002 0.058 *** 0.002 0.057 *** 0.002
Time dummies NO NO YES YES
Country dummies NO NO NO YES
Sample period 1998-2005 1998-2005 1998-2005 1998-2005
NoO. of banks, no. ¢
observations 3,312 15,403 3,312 15,403 3,312 15,403 3,312 15,403
Sargan test (2nd step; pvalue) 0.312 0.126 0.110 0.152
MA(1), MA(2) (p-value) 0.000 0.103 0.000 0.140 0.000 @20 0.000 0.062

The model is given by the following equation, whiobludes interaction terms that are the produ¢hefmonetary policy indicator and a bank specifiaracteristic:
1 1 . 1 . 1 )
AIn(L)jt =AIN(L)jt—1 + > JjAIN(GDPN)(—j + > Bjlipmi—j + Z¢1A'Mt—j *SEG_1 + > TjAipg—j * SIZE 1 +
= j=o i=o i=o

1 1
+ D AjBime—j *LIQu_g + > X jAipmi—j * CAR_ +7SEG_q + KSIZE_g + SLIQ_g + ECAR_y + LLPy 3 + YEDF 1 + &
i=o j=o

withi=1,..., N andt=1, ..., T and where: N = number of bankgslloans in the balance sheet of bank quartert; i ,,, = monetary policy indicator; GDRN=
nominal GDP; SE= securitization ratio; SIZElog of total assets; LIgZliquidity ratio; CAR,=capital to asset ratio; L,Ploan loss provision over total assets;
EDF, =Expected default frequency. One lag has beeaduotred in order to obtain white noise residual® ffedels have been estimated using the GMM estimato
suggested by Arellano and Bond (1991). In the GMMestion, instruments are the second and furthgs &f the growth rate of the dependent variableadritie
bank-specific characteristics included in each ggnalnflation, GDP growth rate and the monetaoliqy indicator are considered as exogenous vaahhe
interactions terms and control variables that tdroet not to be statistically significant in aletimodels have been removed from the table. Theaigmp**, and

*** represent significance levels of 10 per cenpes cent, and 1 per cent respectively.




Figurel

TOTAL EURO-DENOMINATED ASSET-BACKED SECURITIESISSUANCE
(monthly data; millions of euros, annual gross foand numbers)
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Source: European Commission.
Note: Broad sample including euro-denominated agtftom non-euro area European originators sucthadJK.

Figure2
SECURITISATION BY COUNTRY OF ISSUANCE IN 2005
(volumes, CDOs are excluded)
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Sources: European Securitisation Forum, Thomsoarkial, Dealogic, JP Morgan, Merrill Lynch, Strued Finance
International, Bloomberg.



Figure3

SECURITISATION BY COUNTRY OF COLLATERAL
(volumes in 2005, CDOs are excluded)

M In billions of euros (left-hand scale) In percent of GDP (right-hand scale)
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Sources: Eurostat, European Securitisation Fortingmson Financial, Dealogic, JP Morgan, Merrill Efin Structured
Finance International, Bloomberg.

Figure 4

SECURITISATION BY TYPE OF INSTRUMENT IN 2005
(euro-denominated, volumes, cash funded instrunteny3
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Sources: European Securitisation Forum, Thomspariial, Dealogic, JP Morgan, Merrill Lynch, Sturetld Finance
International, Bloomberg.



Figure5

EUROPEAN ASSET-BACKED SECURITIESINVESTOR LOCATION
(flows in 2005-06)
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Source: The Bond Market Association Primary Disttibn Survey.
Figure6

CHANGESIN CREDIT STANDARDS ON LOANSTO CORPORATIONS
(net percentages of banks reporting tightening déads)
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Source: European Central Bank.

Note: The net percentage refers to the differemtedren the sum of the percentages for “tightenediderably” and
“tightened somewhat” and the sum of the percenttme'®ased considerably” and “eased somewhat”. See
http://www.ecb.int/stats/money/lend/html/index.@mbhfor further information.



DISTANCE TO DEFAULT
(higher distances suggest lower credit risk)
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Figure7

Figure8

Sources: Thomson Financial, Dealogic, JP MorgarrriMeynch, Structured Finance International, Bioberg.
Note: (1) The growth rate is corrected to take extoount securitised loans from banks resideritéreuro area.



Figure9

EFFECT OF A ONE PER CENT INCREASE OF THE MONETARY

POLICY RATE ON BANK LENDING
(percentage points)

0.2
Average bank Median SEC bank Average SEC bank
(SEC=0.02) (SEC=0.10) (SEC=0.25)

-0.627 E Effects after one year
Bl Long-run effect

-0.71%*

Note: We evaluate the effect of a one per centesse of the short-term interest rate on bank lendamsidering banks
with a different activism in the securitization rket. SECis the ratio of annual securitized lending andttital assets at
the beginning of the year. The coefficients arewated on the base of the benchmark model in Tablhe symbols *,

** and ** represent significance levels of 10 peent, 5 per cent, and 1 per cent respectively.



References

Altunbas Y., de Bondt G. and Marqués D. (2004), “Bank Capital, Bank Lending and
Monetary Policy in the euro are&redit und Kapital Vol. 4, pp. 443-465.

Angeloni I., Mojon B. and Kashyap A. (2003Monetary policy transmission in the Euro
area”, Cambridge University Press.

Arellano M. and Bond S. (1991), “Some Tests of Specification for Paatal Monte Carlo
Evidence and an Application to Employment EquatioR&yiew of Economic Studies,
Vol. 58, pp. 277-97.

Ashcraft A.B. (2006), “New Evidence on the Lending Chann#&yrnal of Money, Credit
and BankingVol. 38, No. 3, pp. 751-775.

Baele L., Ferrando A., Hordahl P., Krylova E. and Monnet C. (2004), “Meadturgpean
Financial Integration”European Central Bank Occasional Papsio. 14.

Bernanke B. and Blindek.S. (1988), “Is it Money or Credit, or Both or Neither? Credit,
Money and Aggregate Demand’he American Economic RevieMol. 78, No. 2, pp.
435-9.

Campello M. (2002), “Internal Capital Markets in Financial ConglotesreEvidence from
Small Bank Response to Monetary Policyturnal of FinanceVol. 57, No. 6, pp.
2773-2805.

Crosbie P. and Bohn J.R. (2003Modeling Default Risk’; Modeling Methodology,
Moody’s KMV documentation, San Francisco.

DeYoung R. and Rice T. (2004), “How Do Banks Make Money? The Fallafiéxe
Income”, Economic PerspectiveEederal Reserve Bank of Chicago fourth quarter, pp.
34-51.

Diamond D.W. and Dybvig P.H. (1983), “Bank runs, deposit insurance, and liquidity”.
Journal of Political Economyyol. 91, pp. 401-4109.

Diamond D.W. (1984), “Financial Intermediation and Delegated Monitorifigé, Review of
Economic Studied/ol. 51, No. 3., pp. 393-414.

Dionne G. and Harchaoui T. (2003), “Bank’s Capital, Securitization And Ciregk: An
Empirical Evidence For CanadaVorking Paper CREFCanada, No. 03-01.

Donahoo K. and Shaffer S. (1991), “Capital Requirements and the Setonti2acision”,
The Quarterly Review of Economics and Businges 31, No. 4, pp. 12-24.

Ehrmann M., Gambacorta L., Martinez Pagés J., Sevestre P. and WWo(2303), “The
Effects of Monetary Policy in the Euro Are®xford Review of Economic Poljcyol.
19, No. 1, pp. 58-72.

Ellis D.M. and Flannery M.J. (1992), “Does the debt market assegshbanks’ risk?: Time
series evidence from money center CDslirnal of Monetary Economic¥ol. 30, No.
3, pp- 481-502.

Estrella A. (2002), “Securitization and the Efficacy of Monetaslidy”, FRBNY Economic
Policy ReviewMay, pp. 243-255.



32

European Central Bank (2006}ihancial Stability Reviely June, Frankfurt.
European Central Bank (2007%tfuctural Issues Report on Corporate Financefankfurt.

Fernald D., Keane F. and Mosser P. (1994), “Mortgage Security Hedgimhghe Yield
Curve,”Federal Reserve Bank of New York, Quarterly Rewéw 19, No. 2.

Flannery M.J. and Sorescu J. (199&vidence of Bank Market Discipline in Subordinated
Debenture Yields: 1983-1991Journal of FinanceYol. 51, No 4, pp. 1347-1377

Furfine C. H. and Rosen R.J. (2006), “Mergers and Ris&teral Reserve Bank of Chicago
Working papers2006-09.

Gambacorta L. (2005), “Inside the Bank Lending Chanrteliropean Economic Review
Vol. 49, No. 7, pp. 1737-1759.

Gambacorta L. and Mistrulli P.E. (2004), “Does Bank Capital Affeaiding Behavior?”,
Journal of Financial IntermediatigriVol. 13, No. 4, pp. 436-457.

Garlappi L., Shu T. and Yan H. (2007), “Default Risk, Shareholder Advantadj&imck
Returns”, The Review of Financial Studjdsrthcoming.

Goderis B., March L.W., Castello J. and Wagner W. (2006), “Bank BehavitluAccess to
Credit Markets”, Tilburg University Discussion Paper, No.100.

Hancock D., Lehnert A., Passmore W. and Sherlund S.M. (2005), “An Analystse of
Potential Competitive Impacts of Basel Il Capital Standards & Mortgage Rates
and Mortgage Securitization”, Federal Reserve Board, mimeo.

Hirtle B. (2007), “Credit Derivatives and Bank Credit Suppliyederal Reserve Bank of
New York, Staff Reportllo. 276.

Holmstrom B. and Tirole J. (1997), “Financial Intermediation, Loanable Funds, and the Real
Sector”, The Quarterly Journal of Economicgol. 112, No. 3, pp. 663-691.

International Monetary Fund (2006), “The influence of credit derivativesamdtured credit
markets on financial stability International Monetary FundFinancial Stability
Review

James C. (1988), “The Use of Loan Sales and Standby Letters of Bye@ommercial
Banks”,Journal of Monetary Economic¥ol. 22, No. 3, pp. 395-422.

Jeffrey P.C. (2006), “The Accounting Consequences of Securitisation”,aiso/V R. and
Carter J. (eds.)Asset Securitisation and Synthetic Structures: Innovations in the
European Credit MarketdEuromoney Books.

J.P. Morgan (2006), “Basel 2 and Securitisation: A Paradigm Skfthal Securitized
Products Researgllanuary.

Kashyap A.K. and Stein J.C. (1995), “The Impact of Monetary Policy on Batdknce
Sheets”,Carnegie Rochester Conference Series on Public Roloy. 42, pp. 151-
195.

Kashyap A.K. and Stein J.C. (2000), “What Do a Million Observations on Bsak#bout
the Transmission of Monetary PolicyThe American Economic RevieWol. 90, No.
3, pp. 407-428.



33

Kashyap A.K., Stein J. C. and Wilcox D.W. (1993), “Monetary Policy anddiCre
Conditions: Evidence from the Composition of External Finandéie American
Economic Reviewol. 83, No.1, pp.78-98.

Kealhofer S. (2003), “Quantifying Credit Risk I: Default PredictjoRlhancial Analysts
Journal Vol. 59, No. 1, pp. 30-44.

Kishan R.P. and Opiela T.P. (2000), “Bank Size, Bank Capital and the Bamknge
Channel” Journal of Money, Credit and Bankingol. 32, No. 1, pp. 121-41.

Kolari J.W., Fraser D.R. and Anari A. (1998), “The Effects of Saeatibn on Mortgage
Market Yields: A Cointegration AnalysisReal Estate Economic¥pl. 26, No. 4, pp.
677-93.

Kuttner K. (2000), “Securitization and Monetary PolicfFederal Reserve Bank of New
York mimeo.

Loutskina E. and Strahan P.E. (2006), “Securitization and the Decliningctimop@ank
Finance on Loan Supply: Evidence from Mortgage Acceptance R#BER Working
Paper SeriesiNo. 11983.

Nwogugu M. (2007), “Some Issues in Disintermediation and Securitizatibpplied
Mathematics and Computatipxol. 186, No. 2, pp. 1031-1039.

Peek J. and Rosengren E.S. (1995), “Bank Lending and the Transmission of riyloneta
Policy”; in Peek J. and Rosengren E.S. (eds.)Bank Lending Important for the
Transmission of Monetary PolicyPederal Reserve Bank of Boston Conference Series
No. 39, pp. 47-68.

Pennacchi G. (1988), "Loan Sales and the Cost of Bank Capivairhal of FinanceVol.
43, No. 2, pp. 375-96.

Rajan R. (2006), “Has Financial Development Made the World RiskiBiBER working
paper, No. 11728.

Rao C.R. (1973)Linear Statistical Inference and its Applicatioidew York, John Wiley
and Sons.

Romer C.D. and Romer D.H. (1990), “New Evidence on the Monetary Tramsmiss
Mechanism” Brooking Paper on Economic Activitio. 1990-1, pp.149-213.

Stanton S. (1998), “The Underinvestment Problem and Patterns in Bank Lerdingial
of Financial IntermediationVol. 7, No. 3, pp. 293-326.

Stein J.C. (1998), “An Adverse-Selection Model of Bank Asset and Lltiabllanagement
with Implications for the Transmission of Monetary PolicRAND Journal of
EconomicsVol. 29, No. 3, pp. 466-86.

Van den Heuvel S.J. (2002), “Does Bank Capital Matter for Monetargsirizsion?”,
Federal Reserve Bank of New York, Economic Policy ReMew;, pp. 260-266.



N. 628
N. 629
N. 630
N. 631
N. 632
N. 633
N. 634
N. 635
N. 636
N. 637
N. 638
N. 639
N. 640
N. 641
N. 642
N. 643
N. 644
N. 645
N. 646
N. 647
N. 648
N. 649
N. 650
N. 651
N. 652

RECENTLY PUBLISHED “TEMI” (*)

Changes in transport and non-transport costs: Local vs global impacts in a spatial
network, by Kristian Behrens, Andrea R. Lamorgese, Gianmarco I.P. Ottaviano and
Takatoshi Tabuchi (April 2007).

Monetary policy shocks in the euro area and global liquidity spillovers, by Jodo
Sousa and Andrea Zaghini (June 2007).

Endogenous growth and trade liberalization between asymmetric countries, by
Daniela Marconi (June 2007).

New Eurocoin: Tracking economic growth in real time, by Filippo Altissimo, Riccardo
Cristadoro, Mario Forni, Marco Lippi and Giovanni Veronese (June 2007).

Oil supply news in a VAR: Information from financial markets, by Alessio Anzuini,
Patrizio Pagano and Massimiliano Pisani (June 2007).

The reliability of EMU fiscal indicators: Risks and safeguards, by Fabrizio Balassone,
Daniele Franco and Stefania Zotteri (June 2007).

Prezzi delle esportazioni, qualita dei prodotti e caratteristiche di impresa: un’analisi
su un campione di imprese italiane, by Matteo Bugamelli (June 2007).

Openness to trade and industry cost dispersion: Evidence from a panel of Italian
Sfirms, by Massimo Del Gatto, Gianmarco I.P. Ottaviano and Marcello Pagnini (June
2007).

The weighting process in the SHIW, by Ivan Faiella and Romina Gambacorta (June
2007).

Emerging markets spreads and global financial conditions, by Alessio Ciarlone,
Paolo Piselli and Giorgio Trebeschi (June 2007).

Comparative advantage patterns and domestic determinants in emerging countries:
An analysis with a focus on technology, by Daniela Marconi and Valeria Rolli
(September 2007).

The generation gap: Relative earnings of young and old workers in Italy, by Alfonso
Rosolia and Roberto Torrini (September 2007).

The financing of small innovative firms: The Italian case, by Silvia Magri (September
2007).

Assessing financial contagion in the interbank market: Maximum entropy versus
observed interbank lending patterns, by Paolo Emilio Mistrulli (September 2007).
Detecting long memory co-movements in macroeconomic time series, by Gianluca
Moretti (September 2007).

The producer service sector in Italy: Long-term growth and its local determinants, by
Valter Di Giacinto and Giacinto Micucci (September 2007).

Aggregazioni bancarie e specializzazione nel credito alle PMI: peculiarita per area
geografica, by Enrico Beretta and Silvia Del Prete (November 2007).

Costs and benefits of creditor concentration: An empirical approach, by Amanda
Carmignani and Massimo Omiccioli (November 2007).

Does the underground economy hold back financial deepening? Evidence from the
Italian credit market, by Giorgio Gobbi and Roberta Zizza (November 2007).
Optimal monetary policy under low trend inflation, by Guido Ascari and Tiziano
Ropele (November 2007).

Indici di bilancio e rendimenti di borsa: un’analisi per le banche italiane, by Angela
Romagnoli (November 2007).

Bank profitability and taxation by Ugo Albertazzi and Leonardo Gambacorta
(November 2007).

Modelling bank lending in the euro area: A non-linear approach by Leonardo
Gambacorta and Carlotta Rossi (November 2007).

Revisiting poverty and welfare dominance by Gian Maria Tomat (November 2007).
The general equilibrium effects of fiscal policy: Estimates for the euro area by
Lorenzo Forni, Libero Monteforte and Luca Sessa (November 2007)

(*) Requests for copies should be sent to:
Banca d’Italia — Servizio Studi di struttura economica e finanziaria — Divisione Biblioteca e Archivio storico — Via
Nazionale, 91 — 00184 Rome — (fax 0039 06 47922059). They are available on the Internet www.bancaditalia.it.



"TEMI" LATER PUBLISHED ELSEWHERE

2004

P. ANGELINI and N. CETORELLI, Gli effetti delle modifiche normative sulla concorrenza nel mercato
creditizio, in F. Panetta (eds.), Il sistema bancario negli anni novanta: gli effetti di una
trasformazione, Bologna, il Mulino, TD No. 380 (October 2000).

P. CHIADES and L. GAMBACORTA, The Bernanke and Blinder model in an open economy: The Italian
case, German Economic Review, Vol. 5, 1, pp. 1-34, TD No. 388 (December 2000).

M. BUGAMELLI and P. PAGANO, Barriers to investment in ICT, Applied Economics, Vol. 36 , 20, pp.
2275-2286, TD No. 420 (October 2001).

F. BuseTTI, Preliminary data and econometric forecasting: An application with the Bank of Italy quarterly
model, CEPR Discussion Paper, 4382, TD No. 437 (December 2001).

A. BAFFIGI, R. GOLINELLI and G. PARIGI, Bridge models to forecast the euro area GDP, International
Journal of Forecasting, Vol. 20, 3, pp. 447-460, TD No. 456 (December 2002).

D. AMEL, C. BARNES, F. PANETTA and C. SALLEO, Consolidation and efficiency in the financial sector: A
review of the international evidence, Journal of Banking and Finance, Vol. 28, 10, pp. 2493-2519,
TD No. 464 (December 2002).

M. PAIELLA, Heterogeneity in financial market participation: Appraising its implications for the C-CAPM,
Review of Finance, Vol. 8, 3, pp. 445-480, TD No. 473 (June 2003).

F. CINGANO and F. ScHIVARDI, ldentifying the sources of local productivity growth, Journal of the
European Economic Association, Vol. 2, 4, pp. 720-742, TD No. 474 (June 2003).

E. BARuccl, C. IMPENNA and R. RENO, Monetary integration, markets and regulation, Research in
Banking and Finance, 4, pp. 319-360, TD No. 475 (June 2003).

G. ARDIZzzI, Cost efficiency in the retail payment networks: first evidence from the Italian credit card
system, Rivista di Politica Economica, Vol. 94, 3, pp. 51-82, TD No. 480 (June 2003).

E. BONACCORSI DI PATTI and G. DELL’ARICCIA, Bank competition and firm creation, Journal of Money
Credit and Banking, Vol. 36, 2, pp. 225-251, TD No. 481 (June 2003).

R. GoLINELLI and G. PARIGI, Consumer sentiment and economic activity: a cross country comparison,
Journal of Business Cycle Measurement and Analysis, Vol. 1, 2, pp. 147-170, TD No. 484
(September 2003).

L. GAMBACORTA and P. E. MisTRULLI, Does bank capital affect lending behavior?, Journal of Financial
Intermediation, Vol. 13, 4, pp. 436-457, TD No. 486 (September 2003).

F. SPADAFORA, Il pilastro privato del sistema previdenziale: il caso del Regno Unito, Economia Pubblica,
34,5, pp. 75-114, TD No. 503 (June 2004).

C. BENTIVOGLI and F. QUINTILIANI, Tecnologia e dinamica dei vantaggi comparati: un confronto fra
quattro regioni italiane, in C. Conigliani (eds.), Tra sviluppo e stagnazione: I’economia
dell’Emilia-Romagna, Bologna, 1l Mulino, TD No. 522 (October 2004).

G. GosBsl and F. LoTTi, Entry decisions and adverse selection: An empirical analysis of local credit
markets, Journal of Financial Services Research, Vol. 26, 3, pp. 225-244, TD No. 535 (December
2004).

E. GalotTi and F. LippI, Pricing behavior and the introduction of the euro: Evidence from a panel of
restaurants, Giornale degli Economisti e Annali di Economia, 2004, Vol. 63, 3-4, pp. 491-526, TD
No. 541 (February 2005).

L. GAMBACORTA, How do banks set interest rates?, NBER Working Paper, 10295, TD No. 542
(February 2005).

A. CICCONE, F. CINGANO and P. CIPOLLONE, The private and social return to schooling in Italy, Giornale
degli Economisti e Annali di Economia, Vol. 63, 3-4, pp. 413-444, TD No. 569 (January 2006).



2005

L. DEDOLA and F. LippI, The monetary transmission mechanism: Evidence from the industries of 5 OECD
countries, European Economic Review, 2005, Vol. 49, 6, pp. 1543-1569, TD No. 389 (December
2000).

D. Jr. MARCHETTI and F. Nuccl, Price stickiness and the contractionary effects of technology shocks.
European Economic Review, Vol. 49, 5, pp. 1137-1164, TD No. 392 (February 2001).

G. CorseTTI, M. PERICOLI and M. SBRACIA, Some contagion, some interdependence: More pitfalls in tests
of financial contagion, Journal of International Money and Finance, Vol. 24, 8, pp. 1177-1199, TD
No. 408 (June 2001).

Guiso L., L. PisTAFERRI and F. SCHIVARDI, Insurance within the firm. Journal of Political Economy, Vol.
113, 5, pp. 1054-1087, TD No. 414 (August 2001)

R. CRISTADORO, M. FORNI, L. REICHLIN and G. VERONESE, A core inflation indicator for the euro area,
Journal of Money, Credit, and Banking, Vol. 37, 3, pp. 539-560, TD No. 435 (December 2001).

F. ALTISSIMO, E. GAlOTTI and A. LOCARNO, Is money informative? Evidence from a large model used for
policy analysis, Economic & Financial Modelling, Vol. 22, 2, pp. 285-304, TD No. 445 (July
2002).

G. DE BLAsIO and S. DI ADDARIO, Do workers benefit from industrial agglomeration? Journal of regional
Science, Vol. 45, (4), pp. 797-827, TD No. 453 (October 2002).

G. DE BLAsIO and S. DI ADDARIO, Salari, imprenditorialita e mobilita nei distretti industriali italiani, in L.
F. Signorini, M. Omiccioli (eds.), Economie locali e competizione globale: il localismo industriale
italiano di fronte a nuove sfide, Bologna, il Mulino, TD No. 453 (October 2002).

R. TorrINI, Cross-country differences in self-employment rates: The role of institutions, Labour
Economics, Vol. 12, 5, pp. 661-683, TD No. 459 (December 2002).

A. CUKIERMAN and F. Lipp1, Endogenous monetary policy with unobserved potential output, Journal of
Economic Dynamics and Control, Vol. 29, 11, pp. 1951-1983, TD No. 493 (June 2004).

M. OwmiccioLl, Il credito commerciale: problemi e teorie, in L. Cannari, S. Chiri ¢ M. Omiccioli (eds.),
Imprese o intermediari? Aspetti finanziari e commerciali del credito tra imprese in Italia,
Bologna, Il Mulino, TD No. 494 (June 2004).

L. CANNARI, S. CHIRI and M. OmicclioLl, Condizioni di pagamento e differenziazione della clientela, in L.
Cannari, S. Chiri e M. Omiccioli (eds.), Imprese o intermediari? Aspetti finanziari e commerciali
del credito tra imprese in Italia, Bologna, Il Mulino, TD No. 495 (June 2004).

P. FINALDI Russo and L. LEvA, Il debito commerciale in Italia: quanto contano le motivazioni
finanziarie?, in L. Cannari, S. Chiri e M. Omiccioli (eds.), Imprese o intermediari? Aspetti
finanziari e commerciali del credito tra imprese in Italia, Bologna, 1l Mulino, TD No. 496 (June
2004).

A. CARMIGNANI, Funzionamento della giustizia civile e struttura finanziaria delle imprese: il ruolo del
credito commerciale, in L. Cannari, S. Chiri e M. Omiccioli (eds.), Imprese o intermediari? Aspetti
finanziari e commerciali del credito tra imprese in Italia, Bologna, 1l Mulino, TD No. 497 (June
2004).

G. DE BLAsSIO, Credito commerciale e politica monetaria: una verifica basata sull’investimento in scorte,
in L. Cannari, S. Chiri e M. Omiccioli (eds.), Imprese o intermediari? Aspetti finanziari e
commerciali del credito tra imprese in Italia, Bologna, Il Mulino, TD No. 498 (June 2004).

G. DE BLASIO, Does trade credit substitute bank credit? Evidence from firm-level data. Economic notes,
Vol. 34, 1, pp. 85-112, TD No. 498 (June 2004).

A. D1 CESARE, Estimating expectations of shocks using option prices, The ICFAI Journal of Derivatives
Markets, Vol. 2, 1, pp. 42-53, TD No. 506 (July 2004).

M. BENVENUTI and M. GALLO, Il ricorso al "factoring" da parte delle imprese italiane, in L. Cannari, S.
Chiri e M. Omiccioli (eds.), Imprese o intermediari? Aspetti finanziari e commerciali del credito
tra imprese in Italia, Bologna, Il Mulino, TD No. 518 (October 2004).

L. CAsOLARO and L. GAMBACORTA, Redditivita bancaria e ciclo economico, Bancaria, Vol. 61, 3, pp. 19-
27, TD No. 519 (October 2004).

F. PANETTA, F. SCHIVARDI and M. SHuUM, Do mergers improve information? Evidence from the loan
market, CEPR Discussion Paper, 4961, TD No. 521 (October 2004).

P. DEL GIOVANE and R. SABBATINI, La divergenza tra inflazione rilevata e percepita in Italia, in P. Del
Giovane, F. Lippi e R. Sabbatini (eds.), L'euro e l'inflazione: percezioni, fatti e analisi, Bologna,
Il Mulino, TD No. 532 (December 2004).



R. TORrRINI, Quota dei profitti e redditivita del capitale in Italia: un tentativo di interpretazione, Politica
economica, Vol. 21, 1, pp. 7-41, TD No. 551 (June 2005).

M. Omicclodl, Il credito commerciale come “collateral”, in L. Cannari, S. Chiri, M. Omiccioli (eds.),
Imprese o intermediari? Aspetti finanziari e commerciali del credito tra imprese in Italia, Bologna,
il Mulino, TD No. 553 (June 2005).

L. CASOLARO, L. GAMBACORTA and L. Guiso, Regulation, formal and informal enforcement and the
development of the household loan market. Lessons from Italy, in Bertola G., Grant C. and Disney
R. (eds.) The Economics of Consumer Credit: European Experience and Lessons from the US,
Boston, MIT Press, TD No. 560 (September 2005).

S. DI ADDARIO and E. PATACCHINI, Lavorare in una grande citta paga, ma poco, in Brucchi Luchino (ed.),
Per un’analisi critica del mercato del lavoro, Bologna , Il Mulino, TD No. 570 (January 2006).

P. ANGELINI and F. LippI, Did inflation really soar after the euro changeover? Indirect evidence from ATM
withdrawals, CEPR Discussion Paper, 4950, TD No. 581 (March 2006).

S. FEDERICO, Internazionalizzazione produttiva, distretti industriali e investimenti diretti all'estero, in L. F.
Signorini, M. Omiccioli (eds.), Economie locali e competizione globale: il localismo industriale
italiano di fronte a nuove sfide, Bologna, il Mulino, TD No. 592 (October 2002).

S. D1 ADDARIO, Job search in thick markets: Evidence from lItaly, Oxford Discussion Paper 235,
Department of Economics Series, TD No. 605 (December 2006).

2006

F. BUsSETTI, Tests of seasonal integration and cointegration in multivariate unobserved component
models, Journal of Applied Econometrics, Vol. 21, 4, pp. 419-438, TD No. 476 (June 2003).

C. BIANCOTTI, A polarization of inequality? The distribution of national Gini coefficients 1970-1996,
Journal of Economic Inequality, Vol. 4, 1, pp. 1-32, TD No. 487 (March 2004).

L. CANNARI and S. CHIRI, La bilancia dei pagamenti di parte corrente Nord-Sud (1998-2000), in L.
Cannari, F. Panetta (a cura di), Il sistema finanziario e il Mezzogiorno: squilibri strutturali e divari
finanziari, Bari, Cacucci, TD No. 490 (March 2004).

M. BoroNDI and G. GoBal, Information barriers to entry into credit markets, Review of Finance, Vol. 10,
1, pp. 39-67, TD No. 509 (July 2004).

FucHs W. and LippI F., Monetary union with voluntary participation, Review of Economic Studies, Vol.
73, pp. 437-457 TD No. 512 (July 2004).

GAIOTTI E. and A. SEcCHI, Is there a cost channel of monetary transmission? An investigation into the
pricing behaviour of 2000 firms, Journal of Money, Credit and Banking, Vol. 38, 8, pp. 2013-2038
TD No. 525 (December 2004).

A. BRANDOLINI, P. CiPOLLONE and E. ViviaNO, Does the ILO definition capture all unemployment?,
Journal of the European Economic Association, Vol. 4, 1, pp. 153-179, TD No. 529 (December
2004).

A. BRANDOLINI, L. CANNARI, G. D’ALESSIO and I. FAIELLA, Household wealth distribution in Italy in the
1990s, in E. N. Wolff (ed.) International Perspectives on Household Wealth, Cheltenham, Edward
Elgar, TD No. 530 (December 2004).

P. DEL GIlovANE and R. SABBATINI, Perceived and measured inflation after the launch of the Euro:
Explaining the gap in Italy, Giornale degli economisti e annali di economia, Vol. 65, 2 , pp. 155-
192, TD No. 532 (December 2004).

M. CARUSO, Monetary policy impulses, local output and the transmission mechanism, Giornale degli
economisti e annali di economia, Vol. 65, 1, pp. 1-30, TD No. 537 (December 2004).

L. Guiso and M. PAIELLA, The role of risk aversion in predicting individual behavior, In P. A. Chiappori e
C. Gollier (eds.) Competitive Failures in Insurance Markets: Theory and Policy Implications,
Monaco, CESifo, TD No. 546 (February 2005).

G. M. TomAT, Prices product differentiation and quality measurement: A comparison between hedonic
and matched model methods, Research in Economics, Vol. 60, 1, pp. 54-68, TD No. 547
(February 2005).

F. LOTTI, E. SANTARELLI and M. VIVARELLI, Gibrat's law in a medium-technology industry: Empirical

evidence for Italy, in E. Santarelli (ed.), Entrepreneurship, Growth, and Innovation: the Dynamics
of Firms and Industries, New York, Springer, TD No. 555 (June 2005).



F. BUSETTI, S. FABIANI and A. HARVEY, Convergence of prices and rates of inflation, Oxford Bulletin of
Economics and Statistics, Vol. 68, 1, pp. 863-878, TD No. 575 (February 2006).

M. CARUSO, Stock market fluctuations and money demand in Italy, 1913 - 2003, Economic Notes, Vol. 35,
1, pp. 1-47, TD No. 576 (February 2006).

S. IRANZO, F. ScHIVARDI and E. ToseTTl, Skill dispersion and productivity: An analysis with matched
data, CEPR Discussion Paper, 5539, TD No. 577 (February 2006).

R. BRONzINI and G. DE BLASIO, Evaluating the impact of investment incentives: The case of Italy’s Law
488/92. Journal of Urban Economics, Vol. 60, 2, pp. 327-349, TD No. 582 (March 2006).

R. BRONZzINI and G. DE BLASIO, Una valutazione degli incentivi pubblici agli investimenti, Rivista Italiana
degli Economisti , Vol. 11, 3, pp. 331-362, TD No. 582 (March 2006).

A. D1 CesARE, Do market-based indicators anticipate rating agencies? Evidence for international banks,
Economic Notes, Vol. 35, pp. 121-150, TD No. 593 (May 2006).

L. DepoLA and S. NEerI, What does a technology shock do? A VAR analysis with model-based sign
restrictions, Journal of Monetary Economics, Vol. 54, 2, pp. 512-549, TD No. 607 (December
2006).

R. GOLINELLI and S. MOMIGLIANO, Real-time determinants of fiscal policies in the euro area, Journal of
Policy Modeling, Vol. 28, 9, pp. 943-964, TD No. 609 (December 2006).
P. ANGELINI, S. GERLACH, G. GRANDE, A. LEVY, F. PANETTA, R. PERLI,S. RAMASWAMY, M. SCATIGNA

and P. YESIN, The recent behaviour of financial market volatility, BIS Papers, 29, QEF No. 2
(August 2006).

2007

L. CAsoLARO. and G. Gossl, Information technology and productivity changes in the banking industry,
Economic Notes, Vol. 36, 1, pp. 43-76, TD No. 489 (March 2004).

M. PAIELLA, Does wealth affect consumption? Evidence for Italy, Journal of Macroeconomics, Vol. 29, 1,
pp. 189-205, TD No. 510 (July 2004).

F. Lippl. and S. NeRI, Information variables for monetary policy in a small structural model of the euro
area, Journal of Monetary Economics, Vol. 54, 4, pp. 1256-1270, TD No. 511 (July 2004).

A. ANzuUINI and A. LEvY, Monetary policy shocks in the new EU members: A VAR approach, Applied
Economics, Vol. 39, 9, pp. 1147-1161, TD No. 514 (July 2004).

L. MONTEFORTE, Aggregation bias in macro models: Does it matter for the euro area?, Economic
Modelling, 24, pp. 236-261, TD No. 534 (December 2004).

A. DALMAZZO and G. DE BLASIO, Production and consumption externalities of human capital: An
empirical study for Italy, Journal of Population Economics, Vol. 20, 2, pp. 359-382, TD No. 554
(June 2005).

L. GAMBACORTA and S. IANNOTTI, Are there asymmetries in the response of bank interest rates to
monetary shocks?, Applied Economics, v. 39, 19, pp. 2503-2517, TD No. 566 (November 2005).

S. DI ADDARIO and E. PATACCHINI, Wages and the city. Evidence from ltaly, Development Studies
Working Papers 231, Centro Studi Luca d’Agliano, TD No. 570 (January 2006).

A. LocarNoO, Imperfect knowledge, adaptive learning and the bias against activist monetary policies,
International Journal of Central Banking, v. 3, 3, pp. 47-85, TD No. 590 (May 2006).

F. LotTi and J. MARcuccl, Revisiting the empirical evidence on firms' money demand, Journal of
Economics and Business, Vol. 59, 1, pp. 51-73, TD No. 595 (May 2006).

P. CipOLLONE and A. ROsOLIA, Social interactions in high school: Lessons from an earthquake, American
Economic Review, Vol. 97, 3, pp. 948-965, TD No. 596 (September 2006).

M. PAIELLA, The foregone gains of incomplete portfolios, Review of Financial Studies, Vol. 20, 5, pp.
1623-1646, TD No. 625 (April 2007).

K. BEHRENS, A. R. LAMORGESE, G.l.P. OTTAVIANO and T. TABUCHI, Changes in transport and non
transport costs: local vs. global impacts in a spatial network, Regional Science and Urban
Economics, Vol. 37, 6, pp. 625-648, TD No. 628 (April 2007).



FORTHCOMING

P. ANGELINI, Liquidity and announcement effects in the euro area, Giornale degli economisti e annali di
economia, TD No. 451 (October 2002).

S. MAGRI, Italian households' debt: The participation to the debt market and the size of the loan,
Empirical Economics, TD No. 454 (October 2002).

L. Guiso and M. PAIELLA,, Risk aversion, wealth and background risk, Journal of the European Economic
Association, TD No. 483 (September 2003).

G. FERRERO, Monetary policy, learning and the speed of convergence, Journal of Economic Dynamics and
Control, TD No. 499 (June 2004).

S. MOMIGLIANO, J. Henry and P. Hernandez de Cos, The impact of government budget on prices:
Evidence from macroeconometric models, Journal of Policy Modelling, TD No. 523 (October
2004).

D. Jr. MARCHETTI and F. Nucci, Pricing behavior and the response of hours to productivity shocks,
Journal of Money Credit and Banking, TD No. 524 (December 2004).

R. BRONzINI, FDI Inflows, Agglomeration and host country firms’ size: Evidence from Italy, Regional
Studies, TD No. 526 (December 2004).

L. GAMBACORTA, How do banks set interest rates?, European Economic Review, TD No. 542 (February
2005).

A. NosBiLI, Assessing the predictive power of financial spreads in the euro area: does parameters
instability matter?, Empirical Economics, Vol. 31, 4, pp., TD No. 544 (February 2005).

P. ANGELINI and A. Generale, On the evolution of firm size distributions, American Economic Review, TD
No. 549 (June 2005).

R. FELICI and M. PAGNINI,, Distance, bank heterogeneity and entry in local banking markets, The Journal
of Industrial Economics, TD No. 557 (June 2005).

M. BUGAMELLI and R. TEDESCHI, Le strategie di prezzo delle imprese esportatrici italiane, Politica
Economica, TD No. 563 (November 2005).

S. DI ADDARIO and E. PATACCHINI, Wages and the city. Evidence from Italy, Labour Economics, TD No.
570 (January 2006).

M. BUGAMELLI and A. RosOLIA, Produttivita e concorrenza estera, Rivista di politica economica, TD
No. 578 (February 2006).

P. ANGELINI and F. Lippi, Did prices really soar after the euro cash changeover? Evidence from ATM
withdrawals, International Journal of Central Banking, TD No. 581 (March 2006).

S. FEDERICO and G. A. MINERVA, Outward FDI and local employment growth in Italy, Review of World
Economics, TD No. 613 (February 2007).

F. BUSETTI and A. HARVEY, Testing for trend, Econometric Theory TD No. 614 (February 2007).

B. RoOFFIA and A. ZAGHINI, Excess money growth and inflation dynamics, International Finance, TD No.
629 (June 2007).

M. DEL GATTO, GIANMARCO |. P. OTTAVIANO and M. PAGNINI, Openness to trade and industry cost
dispersion: Evidence from a panel of Italian firms, Journal of Regional Science, TD No. 635
(June 2007).





