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Highlights

Conference on “Social Capital, the Economy and Economic
Policy”

(Rome, 27 June 2014)

O n 27 June 2014 the Bank of Italy hosted the conference “Social Capital, the
Economy, and Economic Policy”, presenting the results of a research project.
The conference covered a broad range of issues relating to the measurement of
social capital, the analysis of its determinants, and the consequences for growth,
public policies and credit markets. The proceedings were opened by Deputy
Governor Luigi Federico Signorini. The final roundtable, chaired by Deputy Head of
the Directorate General for Economics, Statistics and Research Marco Magnani, saw
the participation of Emanuele Felice (Autonomous University of Barcelona), Luigi
Guiso (Einaudi Institute for Economics and Finance) and Carlo Trigilia (University
of Florence) and focused on the interactions between public policies and social
capital.

4thWorkshop on “New Developments in Econometrics and
Time Series” and Workshop on “Dynamic Factor Models and
Structural VAR Analysis”, in honour of Marco Lippi on the
occasion of his 70t birthday

(Rome, 11-13 September 2014)

O n 11-13 September 2014 in Rome, the Einaudi Institute for Economics and
Finance, in collaboration with the Bank of Italy, the Collaborative Research
Centre “Statistical Modelling of Nonlinear Dynamic Processes” (SFB 823) and the
Deutsche Forschungsgemeinschaft (DFG), organised and hosted two
international workshops. The first workshop (11-12 September) was on “New
Developments in Econometrics and Time Series”; the second (13 September), on
“Dynamic Factor Models and Structural VAR Analysis”, was in celebration of
Marco Lippi’s 70th birthday. The aim was to bring together internationally
renowned experts in these areas and SFB 823 researchers to review recent
developments and promote scientific exchange. The first workshop was in part a
continuation of the successful series of “Brussels-Waseda Seminars on Time
Series and Financial Statistics”. The workshop on Dynamic Factor Models and
Structural VAR Analysis was devoted to an area to which Marco Lippi has made
substantial contributions. Both theoretical and applied issues were presented,
with special emphasis on macroeconomic and policy applications.

The programme is available here.



https://www.bancaditalia.it/homepage/notizie/studiricerche/4th_workshop_Marco_Lippi/program-11-13_250814.pdf
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Annual European Conference on Household Finance
(Stockholm , 12-13 September 2014 )

n 12-13 September 2014, the University of Stockholm hosted the fifth annual European

Conference on Household Finance, organized by the EIEF, the Center on Sustainable
Architecture for Finance (SAFE) at Goethe University Frankfurt, HEC Paris and the Swedish House of
Finance (SHoF).

The programme is available here.

10t Annual Central Bank Workshop on the Microstructure of
Financial Markets

(Rome, 2-3 October 2014 )

O n 2-3 October, the Einaudi Institute for Economics and Finance hosted the 10th Annual Central
Bank Workshop on the Microstructure of Financial Markets. The workshop is the tenth in a
series of annual workshops that gives researchers, policy-makers and practitioners the opportunity to
discuss theoretical work, empirical findings and policy implications related to the microstructure of
financial markets .

The programme is available here.

Forthcoming events

17th Central Bank Macroeconomic Modelling Workshop on “New
Perspectives on Models for Policy Analysis ”

(Rome, 20-21 October 2014)

he Bank of Italy is hosting the annual edition of the “Central Bank Macroeconomic Modelling

Workshop”. The workshop is the 17th in a series of workshops that give policy-makers and
academics the opportunity to discuss critical issues relating to the class of models currently used
for policy analysis. This year’s edition is entitled “New Perspectives on Models for Policy Analysis”
and focuses on the need to enrich structural models to account in particular for the (possibly
nonlinear) interaction between the financial sector and the real economy, in closed and open
economies, under low or high uncertainty and systemic risk. The workshop will be held at the Bank
of Italy’s headquarters in Rome, on 20-21 October 2014.

Further information is available here.

Conference on "Competition, Markets and Growth in Italy:
the Long Term”

(Rome, 29-30 October 2014)

hat does History teach us about the relationship between competition and growth? How has

competition helped shape the Italian economy? The conference “Competition, Market and
Growth: a long-run perspective” will take place at the Bank of Italy in Rome on October 29-30, 2014.
After an overview of the European framework and competition measures, the workshop will focus on
[taly, including from a cultural perspective. The evolution of competition in Italy will be investigated
both at the aggregate and the sectorial level, offering a starting point for policy analysis, which will be
the core of the concluding discussion.



http://sifr.org/wp-content/uploads/2014/09/EHF-2014-Stockholm_Program_web.pdf
http://www.eief.it/files/2014/10/program_rome_microstructure_workshop.pdf
https://www.bancaditalia.it/studiricerche/convegni/inprogramma/17th_workshop_CBMMW
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Workshop on Macroeconomic Dynamics: Theory and Applications
(Rome, 19 December 2014)

he 13thedition of the Workshop on Macroeconomic Dynamics: Theory and Applications will

be held on December 19, 2014, at the Einaudi Institute for Economics and Finance. The
workshop will bring together researchers working on dynamic macroeconomics issues, both
theoretical and applied, to discuss papers and research agendas.

Further information is available here.

SEMINARS AT THE BANK OF ITALY

SEMINARS AT EIEF



http://www.eief.it/events/forthcoming-events/
http://www.bancaditalia.it/studiricerche/seminari;internal&action=_setlanguage.action?LANGUAGE=en
http://www.eief.it/seminars/
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Latest working papers

No. 976: Multidimensional poverty and
inequality (September 2014)
Rolf Aaberge and Andrea Brandolini

his paper examines different approaches to

the measurement of multidimensional
inequality and poverty. First, it outlines three
aspects preliminary to any multidimensional
study: the selection of the relevant dimensions;
the indicators used to measure them; and the
procedures for their weighting. It then considers
the counting approach and the axiomatic
treatment in poverty measurement. Finally, it
reviews the axiomatic approach to inequality
analysis. The paper provides a selective review of
a rapidly growing theoretical literature with the
twofold aim of highlighting areas for future
research and offering some guidance on how to
use multidimensional methods in empirical and

policy-oriented applications. Full text (pdf)

No. 975: Hedonic value of Italian tourism
supply: comparing environmental
and cultural attractiveness
(September 2014)

Valter di Giacinto and Giacinto Micucci

his paper provides an empirical evaluation of

the main determinants of hotel prices in the
[talian tourism industry. We pool information
from two datasets: i) a database on hotel prices
and attributes based on the Touring Club Italia
Guide and providing information on about 1,100
hotels located in almost 300 towns in the entire
[talian coastal region; and ii) a set of
neighbourhood characteristics indicators that
assess local environmental quality and artistic and
cultural attractiveness. On the basis of the results
of a hedonic analysis of hotel price differentials,
we show that tourists place a high value on both
marine environmental quality and local access to
artistic and cultural amenities. The contribution to
consumer utility is sizeable in both cases, but that
of artistic and cultural amenities appears to be
more stable across seasons. On the whole, our
results suggest that the widespread availability of
an extraordinarily rich artistic and cultural
endowment, as is the case of Italy, may strongly
complement environmental attributes in
supporting the non-price competitiveness of the
coastal tourism industry.

Full text (pdf)

No. 974: Identification and estimation of
outcome response with
heterogeneous treatment
externalities (September 2014)

Tiziano Arduini, Eleonora Patacchini and Edoardo
Rainone

his paper studies the identification and

estimation of treatment response with
heterogeneous spillovers in a network model. We
generalize the standard linear-in-means model to
allow for multiple groups with between and within
-group interactions. We provide a set of
identification conditions of peer effects and
consider a 2SLS estimation approach. Large
sample properties of the proposed estimators are
derived. Simulation experiments show that the
estimators perform well in finite samples. The
model is used to study the effectiveness of policies
where peer effects are seen as a mechanism by
which the treatments could propagate through the
network. When interactions among groups are at
work, a shock on a treated group has effects on the
non-treated. Our framework allows us to quantify
how much of the indirect treatment effect is due to
variations in the characteristics of treated peers
(treatment contextual effects) and how much is to
variations in peer outcomes (peer effects).

Full text (pdf)

No. 973: Inequality and trust: new
evidence from panel data
(September 2014)

Guglielmo Barone and Sauro Mocetti

he relationship between inequality and trust

has attracted the interest of many scholars,
who have found a negative relationship between
the two variables. However, the causal link from
inequality to trust has by no means been identified
and the existing empirical evidence remains weak,
as omitted variable bias, reverse causation and/or
measurement error might be at work. In this
paper we reconsider the country-level evidence to
address this issue. First, we exploit the panel
dimension of the data, controlling for any country
unobservable time-invariant variables. Second, we
provide instrumental variable estimates using the
predicted exposure to technological change as an
exogenous driver of inequality. According to our
findings, income inequality significantly and
negatively affects generalised trust. However, this



http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td974_14/en_td974/en_tema_974.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td975_14/en_td975/en_tema_975.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td976_14/en_td976/en_tema_976.pdf
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result only holds for developed countries. We also
explore new insights into the effects of different
dimensions of inequality, exploiting measures of
both static inequality - such as the Gini index and
top income shares - and dynamic inequality -
proxied by intergenerational income mobility.

Full text (pdf)

No. 972: Are sovereign wealth funds
contrarian investors?
(September 2014)

Alessio Ciarlone and Valeria Miceli

his paper investigates the determinants of the

investment activity of Sovereign Wealth
Funds (SWFs) at a macro level, with special
emphasis on the possible reaction to a financial
crisis in a potential target economy. The analysis
relies upon a specially built proprietary database,
which encompasses 1,903 acquisition deals
spanning the period 1995-2010 and involving 29
out of the 69 existing SWFs. According to a three-
step modelling approach, we find that this class of
investors prefers to invest in countries with a
higher degree of economic development, larger
and more liquid financial markets, institutions that
offer better protection of legal rights, and a more
stable macroeconomic environment. Most
importantly, and in stark contrast with the existing
empirical literature on other major institutional
investors, SWFs seem to engage in ‘contrarian’
investment behaviour, i.e. increasing their
acquisitions in countries where crises hit. The
results are shown to be valid if we consider both
the likelihood of a country being the target of
SWFs’ investments and the amount SWFs choose
to invest in each country. Capital flows stemming
from SWFs’ acquisition activity worldwide may
therefore eventually have a stabilizing effect on
local markets during periods of financial turmoil,
protecting the targeted countries from foreign
shocks instead of propagating them globally.

Full text (pdf)

No. 971: Random switching exponential
smoothing and inventory
forecasting (September 2014)

Giacomo Sbrana and Andrea Silvestrini

E xponential smoothing models represent an

important prediction tool both in
macroeconomics, finance and business. This paper

provides the analytical forecasting properties of
the random coefficient exponential smoothing
model in the multiple source of error framework.
The random coefficient state-space representation
allows for switching between simple exponential
smoothing and local linear trend. Therefore it
enables controlling, in a flexible manner, the
random changing dynamic behavior of the time
series. The paper establishes the algebraic
mapping between the state-space parameters and
the implied reduced form ARIMA parameters. In
addition, it shows that the parametric mapping
allows overcoming the difficulties that are likely to
emerge in estimating directly the random
coefficient state-space model. Finally, it presents
an empirical application comparing the forecast
accuracy of the suggested model vis-a-vis other
benchmark models, both in the ARIMA and in the
Exponential Smoothing class. Using time series
relative to wholesalers inventories in the USA, the
out-of-sample results show that the reduced form
of the random coefficient exponential smoothing
model tends to be superior to its competitors.

Full text (pdf)

No. 970: Academic performance and the
great recession (September 2014)

Effrosyni Adamopoulou and Giulia Martina Tanzi

I n this paper we study how the Great Recession
affected university students in terms of
performance, with a focus on the drop-out
probability. To do so, we use individual-level data
on a representative sample of university students in
Italy in 2007 and 2011. We measure the severity of
the recession in terms of increases in the adult and
youth unemployment rates and we exploit
geographical variation to achieve identification. On
the one hand, an increase in the adult male
unemployment rate worsens the financial condition
of the family, raising the drop-out probability. On
the other hand, by reducing the opportunity cost of
tertiary education, an increase in the youth
unemployment rate reduces the drop-out
probability. Focusing on students who were
enrolled at university before the Recession we are
able to study the effects of the crisis on
performance net of any potential effect on
enrolment. We find evidence that overall, university
drop-out decreased as a result of the Recession and
that the probability of graduating on time increased
for more motivated students. Full text (pdf)



http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td970_14/en_td970/en_tema_970.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td971_14/en_td971/en_tema_971.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td972_14/en_td972/en_tema_972.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td973_14/en_td973/en_tema_973.pdf
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No. 969: Stock market efficiency in China:
evidence from the split-share
reform (September 2014)

Andrea Beltratti, Bernardo Bortolotti and Marianna
Caccavaio

We perform an event study to investigate the
efficiency of the Chinese stock market. We
study the reaction of stock returns and trading
volumes to the 2005-2006 structural reform
which allowed the transformation of non-tradable
shares (NTS) into tradable shares (TS) through
payment of a compensation to holders of TS. We
find evidence of positive abnormal returns in the
few days before the announcement of which
companies will undergo the reform process and in
the ten days after the readmission to trading of
participating companies following the
determination of the compensation, but no
abnormal returns after the payment itself. From a
methodological viewpoint, our contribution is the
introduction of a bootstrap procedure that is
designed to replicate the actual degree of
covariance across firms.

Full text (pdf)

No. 968: Price pressures in the UK index-
linked market: an empirical
investigation (July 2014)

Gabriele Zinna

We investigate the impact of long term
investors' demand for UK index-linked gilts

on the term structure of real rates for the 1987-
2012 period. This is done by carrying out a
structural estimation of the preferred-habitat
model of Vayanos and Vila (2009). We use data on
long-term investors' holdings of inflation-linked
gilts by long-term investors, issuance of index-
linked bonds and average maturity to identify the
impact of supply/demand imbalances on rates. We
find that demand pressure from long-term
investors contributed to the decline in longer-term
real rates over the 1987-2012 period by
compressing bond risk premia. Before 2000, the
fall in rates is largely due to the in-creasing
demand pressure exerted by UK pension funds.
Foreign institutional investors' demand in-stead
played an important role in the subsequent

decade. Full text (pdf)

No. 967: Measuring spatial effects in
presence of institutional
constraints: the case of Italian
Local Health Authority
expenditure (July 2014)

Vincenzo Atella, Federico Belotti, Domenico Depalo
and Andrea Piano Mortari

patial econometric models are now an

established tool for measuring spillover effects
between geographical entities. Unfortunately,
however, when entities share common borders
but are subject to different institutional
frameworks, unless this is taken into account the
conclusions may be misleading. In fact, under
these circumstances, where institutional
arrangements play a role, we should expect to find
spatial effects mainly in entities within the same
institutional setting, while the effect across
different institutional settings should be small or
nil even where the entities share a common
border. In this case, factoring in only geographical
proximity will produce biased estimates, due to
the combination of two distinct effects. To avoid
these problems, we derive a methodology that
partitions the standard contiguity matrix into
within-contiguity and between-contiguity
matrices, allowing separate estimation of these
spatial correlation coefficients and simple tests for
the existence of institutional constraints. We then
apply this methodology to Italian Local Health
Authority expenditures, using spatial panel
techniques. We find a high and significant spatial
coefficient only for the within-contiguity effect,
confirming the validity of our approach.

Full text (pdf)

No. 966: Bank bonds: size, systemic
relevance and the sovereign
(July 2014)

Andrea Zaghini

I analyze the risk premium on bank bonds at
origination with special focus on the role of
implicit and explicit public guarantees and the
systemic relevance of issuing institutions. Looking
at the asset swap spread on 5,500 bonds, I find
that explicit guarantees and sovereign
creditworthiness have a substantial effect on the
risk premium. In addition, while large institutions
still enjoy lower issuance costs linked to the TBTF
framework, I find evidence of enhanced market



http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td968_14/en_td968/en_tema_968.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td967_14/en_td967/en_tema_967.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td969_14/en_td969/en_tema_969.pdf
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discipline for systemically important banks which
have faced an increased premium on bond
placements since the onset of the financial crisis.

Full text (pdf)

No. 965: Behind and beyond the
(headcount) employment rate
(July 2014)

Andrea Brandolini and Eliana Viviano

his paper argues that we need more general

statistical indices to analyse European labour
markets. First, the paper discusses some
normative aspects implicit in the current
definition of the employment rate, which is a
fundamental policy target in the new Europe
2020 strategy. Second, it proposes a class of
generalised indices based on work intensity, as
approximated by the total annual hours of work
relative to a benchmark value. Third, it derives
household-level employment indices within a
consistent framework. These indices provide a
more nuanced picture of the European labour
markets, which better reflects the diversity in the
use of part-time and fixed-term jobs as well as
other factors affecting the distribution of work
across and within households.

Full text (pdf)

No. 964: Foreign exchange reserve
diversification and the "exorbitant
privilege” (July 2014)

Pietro Cova, Patrizio Pagano and Massimiliano

Pisani

We assess the global macroeconomic
implications of different strategies of

official reserve management by developing a large
scale new-Keynesian dynamic general equilibrium
model of the world economy, calibrated on the
euro area, the United States, China, Japan and the
rest of the world. An increase in global demand for
euros would boost euro-area aggregate demand
because of the reduction in euro-area interest
rates (the main benefit associated with the
“privilege” of being a global currency). If the
higher demand for euros is associated with lower
demand for US dollars, then US economic activity
falls because of higher interest rates, which
depress domestic aggregate demand, while the
external balance improves; countries
accumulating reserves continue to run a trade
surplus, as exports to the euro-area increase. We
also compute welfare gains/costs for all
economies.

Full text (pdf)

Other recent working papers

June 2014

963: Technical progress, retraining cost
and early retirement

Lorenzo Burlon and Montserrat Vilalta-
Bufi

962: Cooperative R&D networks among
firms and public research institutions
Marco Marinucci

No.

No.

April 2014

961: Public expenditure distribution,
voting, and growth
Lorenzo Burlon

960: The impact of R&D subsidies on firm
innovation
Raffaello Bronzini and Paolo Piselli

No.

No.

No. 959: A tale of an unwanted outcome:
transfers and local endowments of trust
and cooperation
Antonio Accetturo, Guido de Blasio and
Lorenzo Ricci

No. 958: The intergenerational
transmission of reading: is a good
example the best sermon?

Anna Laura Mancini, Chiara Monfardini

and Silvia Pasqua

No. 957: Are the log-returns of Italian
open-end mutual funds normally
distributed? A risk assessment
perspective

Michele Leonardo Bianchi



http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td963_14/en_td963/en_tema_963.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td962_14/en_td962/en_tema_962.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td961_14/en_td961/en_tema_961.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td960_14/en_td960/en_tema_960.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td959_14/en_td959/en_tema_959.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td958_14/en_td958/en_tema_958.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td957_14/en_td957/en_tema_957.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td966_14/en_td966/en_tema_966.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td965_14/en_td965/en_tema_965.pdf
http://www.bancaditalia.it/pubblicazioni/econo/temidi/td14/td964_14/en_td964/en_tema_964.pdf
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No. 239: Geography of internationalization
statistics (September 2014)

Chiara Bentivogli, Giacomo Oddo and Valeria
Pellegrini

he paper presents an overview of available

statistics on the internationalization of the
[talian economy. The different sources are
compared in terms of completeness, consistency
and compatibility, timeliness, relevance and
frequency of revisions, presence of systematic
biases and significant discontinuities. The data
representing the internationalization of the [talian
productive system are not always consistent with
each other. To address some deep questions,
widely debated in the scientific literature, there is
still a need to improve and enrich the production
of statistics. The best answer to this type of
information requirements is to be found in
microdata, in which, as far as economically
burdensome their production, investments are
needed in order to understand a phenomenon of
increasing complexity that has now gone beyond
the information capacity of macroeconomic
statistics. Such data would also be very useful for
an effective economic policy, in which you feel a
strong need, to enhance the attractiveness of the
region for foreign investment, to improve the
productivity of enterprises, to support the inter-
nationalization. Full text (pdf) in Italian only

No. 238: Financing long-term investment:
ongoing initiatives and the main
policy directions (September
2014)

Giuseppe Grande and Giovanni Guazzarotti

he topic of financing long-term investment is

on the top of the agenda of economic policy
makers and it is among the priorities of the Italian
Presidency of the European Union. The paper
describes the main international initiatives in the
field and highlights the three most promising
courses of action: (i) the revival of bank lending,
also through the resumption of securitisation; (ii)
the promotion of non-bank finance, with incentives
for risk capital, the development of specialised
financial institutions and more detailed information
on firms; (iii) the efficient use of public resources,
through loan guarantees, tax incentives and
European financial instruments.
Full text (pdf) in Italian only

No. 237: Surprise! Euro area inflation has
fallen (September 2014)

Marianna Riggi and Fabrizio Venditti

B etween 2013 and 2014, following the
recession triggered by the sovereign debt
crisis, euro-area inflation decreased sharply.
Although a fall in the inflation rate was to be
expected, given the severity of the recession,
professional forecasters failed to anticipate it. A
possible explanation for this forecast failure lies in
a break in the cyclicality of inflation, which was
unaccounted for in forecasting models. We probe
this explanation in the context of a simple
backward-looking Phillips curve and find that the
sensitivity of inflation to the output gap has
recently increased. We rationalize this result
through a structural model, in which a steepening
of the Phillips curve arises either from lower
nominal rigidities (a decrease in the average
duration of prices) or from fewer strategic
complementarities in price-setting due to a
reduction in the number of firms in the economy.

Full text (pdf)

No. 236: Exploring flows to tax havens
through means of a gravity model:
evidence from Italy (September
2014)

Alessia Cassetta, Claudio Pauselli, Lucia Rizzica and
Marco Tonello

e exploit a gravity model to study the main

determinants of cross-border financial
flows and to identify those flows that appear to be
abnormally above the predicted value. Our data
include all Italian cross-border bank transfers that
took place between 2007 and 2010. We find that,
other things being equal, financial flows to risky
destinations are 36 per cent larger than in other
countries. Using the residuals from our main
econometric specification, we then construct an
index of anomaly and find positive and statistically
significant correlations between this and the rate
of property and drugs-related crimes in the
province of origin, and also between the index and
other measures of foreign jurisdictions’ riskiness
and opacity of legislation.

Full text (pdf)



http://www.bancaditalia.it/pubblicazioni/econo/quest_ecofin_2/qef236/QEF_236.pdf
http://www.bancaditalia.it/pubblicazioni/econo/quest_ecofin_2/qef237/QEF_237.pdf
http://www.bancaditalia.it/pubblicazioni/econo/quest_ecofin_2/qef238/QEF_238.pdf
http://www.bancaditalia.it/pubblicazioni/econo/quest_ecofin_2/qef239/QEF_239.pdf
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No. 235: EU bank deleveraging
(September 2014)

Pierluigi Bologna, Marianna Caccavaio and Ariana
Miglietta

We analyse the deleveraging process with
reference to a sample of European banks

from December 2011 to June 2013 and find that
the leverage ratio (measured as assets to equity)
has declined on average from 28.6 to 25.0. Its
standard deviation fell from 8.2 to 6.5. About 2/3
of the deleveraging has been achieved by raising
common equity while 1/3 took place by reducing
balance sheet assets. The deleveraging has been
more “good” (raising capital and reducing non-
core assets) than “ugly” (indiscriminate asset
sales) even though only a few banks in our sample
managed to pursue it also through a reduction in
bad assets. Based on the US experience, we argue
that European banks have not yet completed their
deleveraging, although what has been done to date
is more substantive that it appears prima facie
given the generalized increase in banks’ sovereign

exposure. Full text (pdf)

No. 234: Consumer credit during the crisis:
evidence from contracts
(September 2014)

Pierpaolo Cristaudo, Silvia Magri, Raffaella Pico and
Maria Giovanna Zavallone

he study analyses trends in the market for

consumer credit during the crisis, relying on
data by CRIF referring to demand for personal and
special-purpose loans and to contracts signed
between 2007 and 2013 in Italy (55 and 37 million
respectively). The analysis shows how the sharp
reduction in durable consumption has been
associated with a decrease in demand for loans, with
the exception of contracts for small amounts (<1000
euro). These were more widespread among the
youngest customers, whose relative importance has
therefore increased. Banks and financial companies
have supported the repositioning towards loans for
small amounts and contracts with low monthly
installments (<100 euro). Moreover, the average
amount of loans has decreased more for banks,
whose activity has become increasingly similar to
that of financial companies. Loans for medium-large
amounts have been taken out by a much lower
number of people; moreover, the maturity of these
loans has been lengthened to reduce the

installments. Risk indicators have improved.
Full text (pdf) in Italian only

No. 233: Exploring price and non-price
determinants of trade flows in the
largest euro-area countries
(September 2014)

Claire Giordano and Francesco Zollino

S ince the mid-2000s standard price-
competitiveness indicators for some European
countries have been providing conflicting signals,
particularly in Italy. Against a broad stability of the
producer price (PPI)-based measure, the
manufacturing unit labour cost (ULCM)-deflated
indicator points to a major cumulated loss of
competitiveness in Italy. We find that this
discrepancy mostly reflects the divergence of ULCM
and PPI trends in competitor countries while in Italy
they have actually progressed hand in hand. Owing
to the internationalization of production processes
and to the subsequent fading representativeness of
labour in respect of overall costs, seen to a different
degree across countries, price-based indicators are
arguably more appropriate than those based on
ULCMs to assess external competitiveness and
external performance. We provide empirical
evidence that points in the same direction. In Italy
ULC-based indicators play a less important role
relative to price-deflated measures in explaining
both export and import trends; this result does not
hold for Germany and France. Moreover, a proxy for
non-price competitiveness proves important in
explaining Italian, German and, in particular, Spanish

exports. Full text (pdf)

No. 232: Shock transmission through
international banks: the Italian
case (September 2014)

Marianna Caccavaio, Luisa Carpinelli, Giuseppe
Marinelli and Enrico Sette

This paper studies what impact liquidity shocks
have on liquid assets and domestic and cross-
border lending. In particular, we look for
differences across banks depending on their
international exposure and we account for the
effects of the sovereign debt crisis and the ECB’s
non-conventional monetary policy measures. Our
main findings are that liquid assets are important
drivers of lending adjustment to liquidity risk and
that this effect is significant for domestic lending
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but not for foreign lending even considering the
characteristics of the destination market.
Differences in banks’ international exposure play a
limited role in the way liquidity shocks are

transmitted. Full text (pdf)

No. 231: The secular stagnation
hypothesis: a review of the debate
and some insights
(September 2014)

Patrizio Pagano and Massimo Sbracia

Recent studies warn that the U.S. economy may
return to a phase of secular stagnation. In the next
20 to 50 years, U.S. economic growth will be
negatively affected by lower contributions of hours
worked and education. But some studies also add
that productivity could decelerate sharply and that
GDP per capita, by focusing on the average
household, neglects that income has already been
stagnating in the last 30 years for the households in
the bottom 99% of the income distribution. After
reviewing recent long-run projections, we argue that
similar warnings were issued in the past after all
deep recessions. Interestingly, pessimistic
predictions turned out to be wrong neither because
they were built on erroneous theories or data, nor
because they failed to predict the discovery of new
technologies, but because they underestimated the
potential of the technologies that already existed.
These findings suggest that today we should not
make the same mistake and undervalue the effects of
the information technology. Finally, we discuss a
number of issues that should be tackled by future

research. Full text (pdf)

No. 230: Foreign direct investment and
institutional quality
(September 2014)

Alessandro Borin, Riccardo Cristadoro and Elena
Mattevi

Several factors contribute to attracting foreign
investment: cyclical, such as demand fluctuations;
structural, such as industrial specialization or the
presence of natural resources; fiscal policy, including
taxes; political, such as social stability and country
governance; and finally, the overall quality of
institutions. According to our estimates, the quality
of institutions - measured by the World Bank’s Doing
Business indicators - has a positive and significant

effect in attracting foreign investment, even
controlling for other relevant characteristics of the
target countries. The time and complexity of
procedures, rather than their costs, are key
determinants in foreign investors’ choices. Italy,
which receives less FDI than countries with similar
economic characteristics, lags behind in those
indicators of institution quality that most affect the
allocation of investment. According to our analysis, if
Italian institutions had been qualitatively in line with
the euro-area average, foreign investment inflows
would have been 15% (about 16 billion euros)
higher during the 2006-2012 period.

Full text (pdf) in Italian only

No. 229: Territories, logistics services and
infrastructures: a survey of
manufacturers (September 2014)

Enrico Beretta and Andrea Migliardi

This paper exploits the results of a survey

conducted by the Bank of Italy in 2012 on a sample

of 1,200 Italian manufacturers in order to analyse
logistics costs, outsourcing and the features
potentially impacting on the efficiency of the Italian
supply chain. We also compare manufacturers’
assessments of the possible weaknesses of logistics
services with the main indicators of infrastructure
endowment and local accessibility available in the
literature. We find evidence of some correlations
between our key variables: first, logistics costs
represent a smaller proportion of total costs for
manufacturers in territories with good accessibility;
second, this cost ratio is higher where
manufacturers encounter major hurdles that
negatively affect supply-chain efficiency. Finally,
manufacturers' assessments of logistics weaknesses
are better for territories with easier accessibility
and higher indicators of infrastructural endowment.

Full text (pdf) in Italian only

No. 228: Euro Area (cross-border?)
banking (September 2014)

Pierluigi Bologna and Marianna Caccavaio

his paper presents stylized facts of the

segmentation of the Euro Area (EA) banking
system and investigates cross-border banking
dynamics. Results show that the determinants of
cross-border banking change substantially over-
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time: (i) in the pre-crisis period of financial
integration the physical distance and the financial
distance between countries were the main drivers;
(ii) during the global financial crisis banks reduced
the concentration in their foreign claims portfolio
and retrenched from the more externally vulnerable
countries but kept on investing in the still profitable
countries with a sound fiscal position; and (iii)
during the EA sovereign tensions, while portfolio
diversification and the pull-back from externally
vulnerable countries continued, foreign claims were
also driven by the deteriorating sovereign
conditions, the bank-sovereign link, and
opportunities for flight-to-quality. During the crisis
the structure of banks’ international organization
also mattered as banks retrench more when they do
not operate through foreign branches and

subsidiaries. Full text (pdf)

No. 227: The macroprudential measures
adopted in Europe for the real
estate sector (September 2014)

Daniele Ciani, Wanda Cornacchia and Paolo
Garofalo

Risks are emerging in the real estate sector in
Europe and the authorities have taken
macroprudential measures to contain them. This
paper reviews the main measures that have been
or are being adopted in a number of European
countries, and analyzes the main issues
concerning the choice and the effectiveness of the
different instruments. In the countries examined,
the macroprudential instruments are just
beginning to be phased and clear evidence of their
effectiveness is not yet available. In some
countries several measures have been introduced:
given the uncertainty surrounding the functioning
of these tools, the use of multiple instruments
appears to offer greater potential, including in
terms of the ability to reduce avoidance. The initial
experiences show that macroprudential measures
are more effective if they are put in place promptly
when the indicators of risk in the real estate
market and finance start to worsen. Calibration
issues also appear to be crucial for their

effectiveness. Full text (pdf) in Italian only

No. 226: Italian trade and direct
investment in North Africa
(September 2014)

Riccardo Settimo
M ore than three years since the events of the
Arab Spring, the five North African countries -
Algeria, Egypt, Libya, Morocco and Tunisia - are still
going through a difficult transition. This study
provides an overview of Italian trade and direct
investment in the region. The main stylized facts are
the following: (1) among the countries of the
European Union, Italy is the region’s largest trading
partner; (2) the region is a crucial source of energy,
supplying 31 per cent of the oil and 44 per cent of
the natural gas that Italy imports; (3) compared
with the EU average, Italian exports are specialized
in refined petroleum products and capital goods.
The primary objective of Italian firms’ direct
investment in North African countries is to enter
new markets rather than to secure lower

production costs. Full text (pdf) in Italian only

No. 225: A microsimulation model to
evaluate Italian households’
financial vulnerability
(September 2014)

Valentina Michelangeli and Mario Pietrunti

We build a microsimulation model to monitor
the financial vulnerability of Italian
households. Starting from household-level data
from the Survey on Household Income and Wealth
and matching them with macroeconomic forecasts
on debt and income, we project the future path of
households’ indebtedness and debt-service ratio.
This allows us to assess households’ vulnerability
at a higher frequency and in a more timely manner
than by using household data alone. We find that
the share of vulnerable households (defined as
those with a debt-service ratio below 30 per cent
and income below the median) over the total
population is projected to be about stable between
2012 and 2014, with a slight decrease in 2015 due
to positive income growth. Their debt is also
projected to decrease in those years. Overall, we
find that the dynamics of income growth are the
main driver of households’ vulnerability.

Full text (pdf)
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No. 224: Infrastructure investments in the
main emerging countries
(September 2014)

Lorenzo Bencivelli, Annalisa Bucalossi, Luigi
Concistre, Raffaele De Marchi, Giorgio Merlonghi,
Valeria Rolli and Giorgio Trebeschi

his paper surveys the current conditions and

prospects for the infrastructure sector in
seven large emerging countries — Brazil, China,
India, Indonesia, Mexico, Russia and Turkey —
assessing the adequacy of their current
infrastructural endowment and illustrating the
latest government investment plans. It also
discusses the extent of private sector involvement
and the main obstacles to the realization of the
planned investments, including those related to
the limited availability and high costs of financing.
The seven countries cited in the research, which
all have large domestic markets (either effective or
potential) coupled with substantial requirements
for new investment in public infrastructure, are of
undoubted strategic importance for Italian firms
operating in the infrastructure sector and planning
international expansion.
Full text (pdf) in Italian only

No. 223: The survey on international
merchandise transport of Italy:
methods and results
(September 2014)

Enrico Pastori, Miriam Tagliavia, Enrico Tosti and
Simonetta Zappa

he paper describes the methodology and the

main results of the sample survey on
international merchandise transport that the Bank
of Italy has carried out since 1999, with a
reconstruction of the aggregate time series to
1989. We have obtained information on the
different transport modes from several sources
and used interviews with operators to estimate
freight rates according to the structure of the
reference market. Foreign and Italian
transporters’ market shares of import and export
volumes are estimated on the basis of the sample
data and administrative records. We then break
down foreign trade data by transport mode to take
account of the structural overestimation of road
haulage. We perform a quantitative analysis of the

possible determinants of freight rates and
compare the results with those available in the
literature. The relationship between trade flows,
transport distance and costs is estimated using a
gravitational model.

Full text (pdf) in Italian only

No. 222: Analysing financial vulnerability
by income group (July 2014)

Paolo Acciari, Elisabetta Manzoli, Sauro Mocetti

and Eliana Viviano
I n this paper we examine credit market
participation and financial vulnerability by
income, making use of a large sample of
individuals aged 25-54. From 2005 to 2011 the
percentage of individuals with more than €75,000
of debt increased, mainly as a result of slower debt
repayment. Developments differed across income
classes: the new borrowers were mainly
concentrated in higher income classes, while the
slowdown in debt repayment was more
pronounced for the middle and lower income
groups. During the period debt-servicing
difficulties also increased: the delinquency rate in
the poorest quintile of the population was 10
times higher than that in the richest quintile. This
gap widened further in the wake of the global
financial crisis. Our estimates show that income
instability significantly increased the prevalence of
financial distress. However, the high concentration
of debt in the richest income classes helped to
mitigate banks’ overall risk.
Full text (pdf) in Italian only

No. 221: Diffusion and outlook of firm-level
bargaining in Italy
(July 2014)

Francesco D’Amuri and Cristina Giorgiantonio

he article surveys the main actions, either

defined by social partners or by government
intervention, which have attempted to encourage
firm-level bargaining decentralization in recent
years. The overall structure and the relative
importance of different levels of bargaining have
not however been modified by the many
innovations introduced. Empirical evidence shows
that firm-level bargaining has been associated
with innovative managerial practices, but also that
a significant share of firms would be willing to sign
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contracts that would grant higher wages or
preserve occupational levels in order to obtain
higher flexibility in the use of the workforce.
Uncertainty in the application of laws and
contracts can make it harder to reach such deals.
Full text (pdf) in Italian only

No. 220: International tourism in Italy
(1997-2012) (July 2014)

Andrea Alivernini, Emanuele Breda and Eva
lannario

he Bank of Italy conducts a sample survey on

international tourism at the country’s main
border crossings for balance-of-payments and
analysis purposes. Each year a sample of
international travellers (both foreigners in Italy
and Italians abroad) who have crossed Italy’s
borders is interviewed; counting operations are
carried out in order to determine the size of the
reference population. Between 1997 and 2012

balance of payments. Nonetheless, the tourism
balance fell from 1.1 to 0.6 per cent of GDP, mainly
due to the fall in real terms of foreigners’
expenditure in Italy, whereas expenditure by
[talians abroad remained practically unchanged as
a share of GDP. As a result, the market share of
[talian receipts decreased from 6.8 per cent in
1997 to 3.7 per cent in 2012. During the first years
of the recent crisis, Italian international tourism
receipts fell at a slower pace than those of its two
main European competitors, France and Spain; but
in 2011-12 their recovery was faster.

Full text (pdf)

international tourism produced a surplus in Italy’s

Other recent occasional papers

April 2014

No. 219: The Italian system of public research
Pasqualino Montanaro and Roberto
Torrini

No. 216: Business incubators in Italy
Marta Auricchio, Marco Cantamessa,
Alessandra Colombelli, Roberto Cullino,

No. 218: The quality of Italian education: a Andrea Orame and Emilio Paolucci

comparison between the international
and the national assessments
Pasqualino Montanaro and Paolo Sestito

No. 215: How to measure the unsecured
money market? The Eurosystem’s
implementation and validation using
TARGET2 data
Luca Arciero, Ronald Heijmans, Richard
Heuver, Marco Massarenti, Cristina Picillo
and Francesco Vacirca

No. 217: An indicator of systemic liquidity risk
in the Italian financial markets
Eleonora lachini and Stefano Nobili
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Useful links

WORKING PAPERS OF THE OTHER OTHER
EURO-AREA CENTRAL BANKS:

European Central Bank BIS Central Bank Research Hub

Banco de Espafia Einaudi Institute for Economics and Finance
Banco de Portugal OECD working papers series

Bank of Estonia Research at the IMF

Bank of Finland Research at the World Bank

Bank of Greece

Bank of Slovenia

Banque Centrale du Luxembourg
Banque de France

Banque Nationale de Belgique

Central Bank of Cyprus

Central Bank of Ireland

Central Bank of Malta

Croatian National Bank
De Nederlandsche Bank
Deutsche Bundesbank

Narodna banka Slovenska

Latvijas Banka
QOesterreichische Nationalbank
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