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First Banque de France-Banca d’Italia Workshop on
Empirical Corporate Finance
(Paris, 9 June 2017)
The Structural Economic Analysis Directorate of the Bank of Italy organized, jointly
with the Banque de France’s Microeconomic and Structural Analysis Directorate,
the ‘First Banque de France-Banca d’Italia Workshop on Empirical Corporate
Finance’. The workshop, which was by invitation only, was held in Paris on Friday
9 June 2017, and its aim was to enhance the exchange of views and cooperation
among economists with a research interest in empirical corporate Cinance and
banking. The papers presented at the workshop covered topics such as the impact
of banking market concentration on credit availability, the consequences of
relationship lending during the Cinancial crisis, and the role of credit constraints in
determining real outcomes in terms of investment, productivity and Cirm creation.
This workshop was intended to be the Cirst of a series of regular research meetings
between economists of both institutions on these and other connected issues of
primary policy relevance.
The workshop programme, with links to the papers and discussions, can be
downloaded here.

_______________________________________________________________
Workshop ‘The Italian Financial Sector in
Numbers: New Time Series for Recurring Questions’
(Rome, 13 June 2017)
The workshop was held at the Bank of Italy's headquarters on 13 June 2017. In
recent years the Bank of Italy has stepped up the production of new historical data,
both macro and micro, related to banking and Cinance. For instance, the new
Archivio Storico del Credito in Italia (ASCI), a comprehensive database containing
information on over 41,000 balance sheets covering nearly 2,600 Italian banks
operating between 1890 and 1973, is now available to scholars on the Bank of
Italy’s website. The number of studies drawing on historical data has also
increased. Seven papers authored by Bank of Italy economists, economic historians
and statisticians were presented at the workshop, dealing with topics such as
monetary aggregates, the evolution of the banking system’s structure and
competition, credit trends, Cinancial cycles, countercyclical capital buffers, and
housing rental prices. The papers were discussed by academics and economists
from other organizations.
The programme is available here.
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2nd Rome Junior Finance Conference
(Rome, 30-31 May 2017)
On 30-31 May 2017, the Einaudi Institute for Economics and Finance (EIEF) organized and hosted the
‘2nd Rome Junior Finance Conference’. The conference brought together junior researchers active in
empirical and theoretical Cinance.
The programme is available here.

_______________________________________________________________
EIEF Doctoral Workshop on Applied Microeconomics
(Rome, 21 June 2017)
The workshop was designed to provide doctoral students working in applied microeconomics with the
chance to interact with senior economists in this Cield and receive feedback on a preliminary version
of their job market paper.
The programme is available here.

2nd

_______________________________________________________________
Rome Junior Conference on Applied Microeconomics
(Rome, 22-23 June 2017)

On 22-23 June 2017, EIEF organized and hosted the ‘2nd Rome Junior Conference on Applied
Microeconomics’. The conference fostered interaction among researchers active in different areas of
applied microeconomics. The invited speakers were selected giving priority to economists at the early
stages of their career.
The programme is available here.

6th

_______________________________________________________________
Rome Conference on Macroeconomics
(Rome, 26-27 June 2017)

On 26-27 June 2017, EIEF organized and hosted the ‘6th Rome Conference on Macroeconomics’.
The conference brought together leading economists with a strong interest in macroeconomics and
generated a friendly environment with intense interaction, both during the presentations and also
informally before and after them. The speakers were selected and invited by the organizing
committee.
The programme is available here.
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Conference on ‘Rethinking Competitiveness, Structural Reforms,
and Macro Policy’
(Rome, 5-6 October 2017 )
The conference, organized by the Bank of Italy, CEPR, and CEBRA’s International Trade and
Macroeconomics Program, will be held at the Bank of Italy headquarters in Rome and will focus on
recent challenges for macroeconomic policies and on the design of structural reforms, with an
emphasis on micro-macro linkages. Both theoretical and empirical works will be presented.
Thomas Chaney (Sciences Po) and Giancarlo Corsetti (University of Cambridge) will be the keynote
speakers.
The programme of the conference is available here.

_________________________________________________________________
CEPR European Conference on Household Finance
(Alghero, 6-7 October 2017 )
The CEPR Network on Household Finance, the Einaudi Institute for Economics and Finance (EIEF),
Università degli Studi di Napoli ‘Federico II’, and the Swedish House of Finance, with the support of the
Think Forward Initiative (TFI) as well as that of the Copenhagen Business School, HEC Paris, and the
Observatoire de l’Epargne Europé enne, are organizing the 2017 ‘CEPR European Conference on
Household Finance’, which will take place on 6-7 October 2017 in Alghero, Sardinia.
Further information will be available here.

________________________________
________________________________________________________________
____________________________________
____________________________________
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Latest Working Papers
accommodative monetary policy stance.
Full text (pdf )

No. 1130: The Bank of Italy econometric
model: an update of the main
equations and model elasticities
(July 2017)

No. 1128: The double bind of asymmetric
information in over-the-counter
markets (July 2017)

Guido Bulligan, Fabio Busetti, Michele Caivano, Pietro
Cova, Davide Fantino, Alberto Locarno, Lisa Rodano

Taneli Mäkinen and Francesco Palazzo

T

he Bank of Italy quarterly econometric model
(BIQM) is a large-scale ‘semi structural’ macro
-econometric model. It tries to strike the right
balance between theoretical rigour and statistical
Cit to the data. This paper provides an update of
the features and the properties of the model,
focussing on the empirical estimates of its main
equations and on the system responses to various
shocks; interactions and feedback mechanisms
between the Cinancial and the real side of the
economy are also illustrated. The BIQM is
primarily used to produce macroeconomic
forecasts, but it is also employed – in conjunction
with other tools – for evaluating the impact of
monetary and Ciscal policy options and for
counterfactual analyses. Examples of the types of
macro-economic analyses carried out with the
model are provided.
Full text (pdf )

I

n over-the-counter markets with heterogeneous
asset qualities and individual valuations, private
information about both of these value components
ampliCies the adverse selection problem
attributable only to privately known asset quality.
SpeciCically, when gains from trade are low,
asymmetric information creates a double bind:
either the market breaks down due to a classic
lemons problem or low-quality assets are traded
excessively, generating a congestion externality. A
market designer may improve efCiciency without
incurring losses by acquiring all assets, issuing
asset-backed securities of publicly known quality
and capturing at least a part of the surplus from
the future trades of these securities.
Full text (pdf )

No. 1127: Human capital and urban growth
in Italy, 1981-2001 (July 2017)

No. 1129: The effects of central bank’s
verbal guidance: evidence from
the ECB (July 2017)

Francesco Giffoni, Matteo Gomellini and Dario
Pellegrino

T

his paper analyses the contribution of human
capital, measured using the share of residents
holding a college degree, to urban growth, gauged
by the growth in employment, between 1981 and
2001. According to our estimates, starting with a
ten per cent higher share of college-educated
residents was associated with a higher growth in
employment in the 0.5-2.2 per cent range. These
results hold when considering both the municipal
and the local labour market (LLM) levels, and they
are robust to a wide set of urban characteristics.
Our Cindings are conCirmed using a measure of
education dating back to 1931 as an instrument for
human capital. Furthermore, we exploit a spatial
localization model with human capital premiums to
disentangle the estimated effect into two
components related to productivity and life quality
respectively. We Cind that productivity contributed
to more than 60 per cent of the effect of human
capital on urban growth at municipal level, and to
over 90 per cent at the wider LLM level.
Full text (pdf )

Maddalena Galardo and Cinzia Guerrieri

I

n this paper we propose a new indicator of
central bank’s verbal guidance, which measures
communications about the future based on the
frequency of future verbs in monetary policy
statements. We consider the press conferences of
the European Central Bank as a test case. First, we
analyze the main determinants of our index and
estimate the unexpected component. Second, we
investigate the effects of the identiCied change in
verbal guidance on daily movements in forward
money market rates between September 2007 and
December 2015. Our results show that Cinancial
markets’ expectations on future short-term
interest rates react to a communication shock
about the future: after controlling for the standard
policy rate shock and the announcement of
unconventional monetary policies, the effect turns
out to be negative and larger for longer horizons.
This suggests that verbal guidance has proven to
be an effective policy instrument for signalling an
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No. 1126: The cyclicality of the income
elasticity of trade (July 2017)

No. 1124: Law enforcement and political
participation: Italy, 1861-65
(July 2017)

Alessandro Borin, Virginia Di Nino, Michele Mancini
and Massimo Sbracia

Antonio Accetturo, Matteo Bugamelli and Andrea
Lamorgese

I

n the Cive years 2011-2015 global trade fell
short of expectations to a much larger extent
than global GDP. We show that two key features of
real trade Clows - their high volatility and their
procyclicality - are the cause behind the cyclicality
of the income elasticity of trade. This property
implies that when real GDP growth is positive but
below its long-run trend, then the income
elasticity of trade is also below its own long-run
trend. Therefore, when real GDP growth turns out
to be weaker than expected, the forecast error on
trade volumes is ampliCied by the fact that the
income elasticity of trade also happens to be lower
than predicted. We then analyze the implications
of our Cindings for cross-country differences in the
elasticity, the role played by long-run and cyclical
factors in the weakness of trade in the aftermath of
the Great Recession, and the accuracy of existing
trade forecasts, which we signiCicantly improve by
exploiting real-time data on business conditions.
Full text (pdf )

D

oes tougher law enforcement positively
affect political participation? This paper
addresses this question, which hinges upon the
causal impact of formal institutions on informal
ones, by using a historical event from 19th
century Italy. This event was the Pica Law, which
was introduced in 1863 to Cight a surge of
criminal violence in Southern Italy and to ensure
a safer environment for wealthy people, the only
ones allowed to vote at that time. Our main
Cinding, obtained using a spatial regression
discontinuity technique in a diff-in-diffs
framework, is that voter turnout greatly
increased in those areas where the Pica Law was
applied, compared with bordering and otherwise
similar areas. This result is conCirmed by a
number of robustness checks and placebo
exercises and turns out to be persistent over
time.
Full text (pdf )

No. 1125: The consequences of public
employment: evidence from
Italian municipalities (July 2017)

No. 1123: Multiple lending, credit lines, and
Kinancial contagion (June 2017)
Giuseppe Cappelletti and Paolo Emilio Mistrulli

Marta Auricchio, Emanuele Ciani, Alberto Dalmazzo
and Guido de Blasio

M

ultiple lending has been widely
investigated from both an empirical and a
theoretical perspective. Nevertheless, the
implications of multiple lending for the stability
of the banking system still need to be
understood. By lending to a common set of
borrowers, banks are interconnected and then
exposed to Cinancial contagion phenomena, even
if not directly. In this paper, we investigate a
speciCic type of externality that originates from
those borrowers that obtain liquidity from more
than one bank. In this case, contagion may occur
if a bank hit by a liquidity shock calls in some
loans and borrowers then pay them back by
drawing money from other banks. We show that,
under certain circumstances that make other
sources of liquidity unavailable or too costly,
multiple lending might be responsible for a large
liquidity shortage.
Full text (pdf )

W

e investigate the consequences of public
employment on local economies. We start
by presenting a spatial-equilibrium framework, to
highlight that the housing market is an important
channel through which a variation in public
employment affects private employment. We then
provide empirical evidence from Italian
municipalities, focusing on the strong contraction
in the public sector workforce that occurred
between the last two Censuses (2001-2011). We
use an IV identiCication strategy that exploits the
fact that variations in local public employment
were strongly inCluenced by central government
decisions, with little reference to the economic
conditions of the municipalities. Our results
suggest that exogenous contractions in public
employment lead to an increase of private jobs,
and that competition in the housing market seems
to be a relevant explanation for this Cinding.
Full text (pdf )
5
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No. 1122: Large time-varying parameter
VARs: a non-parametric
approach (June 2017)

No. 1120: Medium and long term
implications of Kinancial
integration without Kinancial
development (June 2017)

George Kapetanios, Massimiliano Marcellino and
Fabrizio Venditti

Flavia Corneli

I

W

n this paper we introduce a non-parametric
estimation method for a large Vector
Autoregression (VAR) with time-varying
parameters. The estimators and their asymptotic
distributions are available in closed form. This
makes the method computationally efCicient and
capable of handling information sets as large as
those typically handled by factor models and
Factor Augmented VARs (FAVAR). When applied
to the problem of forecasting key macroeconomic
variables, the method outperforms constant
parameter benchmarks and large (parametric)
Bayesian VARs with time-varying parameters. The
tool can also be used for structural analysis. As an
example, we study the time-varying effects of oil
price innovations on sectoral U.S. industrial
output. We Cind that durable consumer goods and
durable materials (which together account for
slightly more than one Cifth of total industrial
output) play a key role in explaining the changing
interaction between unexpected oil price increases
and U.S. business cycle Cluctuations.
Full text (pdf )

e show that, in a two-country model where
the two economies differ in their level of
Cinancial market development and initial capital
endowment, Cinancial integration has sizeable
transitory as well as permanent effects. We
conCirm that, consistent with the Lucas paradox,
Cinancial integration in the medium term can
reduce capital accumulation and increase savings
in the Cinancially less developed country,
characterized by domestic capital market
distortions, due to a higher risk premium in
production activities. In the long run, however,
integration produces higher levels of capital than
in the autarky steady state. The opposite happens
to the Cinancially advanced economy, where
integration initially boosts consumption and leads
to a lower saving rate, and in the long run causes a
reduction in capital compared with the autarky
steady state. Two forces drive these results:
precautionary saving and the propensity to move
resources from risky capital to safe assets until the
risk-adjusted return on capital equalizes the riskfree interest rate; assuming a constant relative risk
aversion (CRRA) utility function, these forces are
both decreasing in wealth.
Full text (pdf )

No. 1121: The Kinancial stability dark side
of monetary policy (June 2017)
Piergiorgio Alessandri, Antonio Maria Conti and
Fabrizio Venditti

No. 1119: The collateral channel of
unconventional monetary policy
(June 2017)

S

ince monetary policy affects risk premiums,
and these appear to have a stronger inCluence
on economic activity when they rise than when
they fall, temporary monetary expansions may
both stimulate the economy and sow the seeds of
damaging Cinancial market corrections in the
future. We investigate this possibility by using
local projection methods to examine the
propagation of monetary shocks through US
corporate bond markets. We Cind that, while the
transmission of monetary shocks is symmetric, the
impact of macroeconomic data releases is
asymmetric: spreads are more responsive to bad
news. Crucially, these responses precede economic
slowdowns rather than directly cause them.
Full text (pdf )

Giuseppe Ferrero, Michele Loberto and Marcello
Miccoli

W

e build a general equilibrium model - along
the lines of Williamson (2012) - where
Cinancial assets can be used as collateral in secured
interbank markets to obtain reserves (central bank
money). In this framework, frictions in the
exchange process give rise to a liquidity premium
for assets. An open market operation that provides
reserves in exchange for assets decreases the
availability of collateral by increasing its liquidity
premium (and decreasing its return). The
magnitude of the effect depends on assets'
pledgeability properties (haircuts). We explore the
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services has mostly focused on contemporary
exchanges. In contrast, we provide novel evidence
that parents who helped their adult children in the
past are rewarded by a greater likelihood of
receiving informal care later in life. To this end we
use Italian data to look at retrospective
information about how parents help their children
to purchase houses when they get married. Our
estimates show a positive association with the
current provision of informal care, which is robust
to controlling for a large set of individual and
family characteristics. We provide evidence that
this can be explained by various self-interest
motives, relating to theories based either on
bilateral exchange or on the presence of a third
generation of grandchildren, such as those
including a demonstration effect or the concept of
a family constitution.
Full text (pdf )

positive implications of the model shown in the
data. Focusing on the period 2009-2014, we analyse
the relationship between yields of euro-area
government bonds and the relative amount of
bonds and central bank reserves held by the euroarea banking sector. We Cind evidence consistent
with our model: yields decrease when reserves
increase relative to bonds, with the effect being
stronger at lower levels of haircuts. The results are
conCirmed after several robustness checks.
Full text (pdf )

No. 1118: The interbank network across
the global Kinancial crisis:
evidence from Italy (June 2017)
Massimiliano Af4inito and Alberto Franco Pozzolo

T

his study examines the effects of the global
Cinancial crisis (GFC) on interbank market
connectivity using network analysis. More
speciCically, using data on Italian banks’ bilateral
interbank positions between 1998 and 2013, we
analyze the impact of the following events on each
bank’s network centrality: the liquidity crisis in
August 2007, the collapse of Lehman Brothers in
September 2008, Eurosystem’s long term
reCinancing operations (LTROs) between 2009 and
2012, the sovereign debt crisis in July 2011, and
the announcement of Outright Monetary
Transactions (OMT) in 2012. The results show that
the 2007 liquidity crisis and especially the collapse
of Lehman Brothers are associated with a marked
reduction of the relative interconnectedness of the
Italian banking sector (i.e., a shift in the
distribution of banks’ centrality to the left, away
from the most connected bank). In the following
years, the system progressively recovered its
initial patterns of integration among banks, which
coincided wih the main Eurosystem’s monetary
policy interventions. However, the average
outcome conceals different results across banks,
depending on their characteristics and initial
positions within the system.
Full text (pdf )

No. 1116: Measurement errors in
consumption surveys and the
estimation of poverty and
inequality indices (June 2017)
Giovanni D’Alessio

T

his paper Cirstly aims to evaluate the incidence
of measurement error affecting the main
variables collected in surveys on consumption.
The assessment is carried out on two Tanzania
surveys which provide both diary and panel data.
Diary data can be employed to obtain reliability
coefCicients for time-invariant variables. When
variables vary over time, as in the case of panel
data, an estimation of the incidence of
measurement error on the total variance can be
obtained by applying models which allow the
decomposition of observed variability into true
dynamics and noise (e.g. the Heise model and the
latent Markov model). Some evaluations of the
reliability of the data are also conducted on the
basis of the internal consistency criterion, an
approach that does not require panel data. On the
basis of the reliability estimates obtained,
examples of possible impacts of measurement
errors on poverty analysis are brieCly discussed.
These experiments clearly show the importance of
the topic in poverty and inequality data analysis.
Full text (pdf )

No. 1117: No free lunch, Buddy: past
housing transfers and informal
care later in life (June 2017)
Emanuele Ciani and Claudio Deiana
Previous empirical literature on the relationship
between intergenerational transfers of assets and

7

R

B

I

-N

NPQR

47, JP

2017

Latest Working Papers
Moreover, this peer inCluence exists only in
cohesive social structures. This evidence is
consistent with an important role of trust in
Cinancial decisions. When agents consider whether
or not to adopt a Cinancial instrument, they face a
risk and may place greater value on information
coming from agents they trust. These results can
help explain the importance of face-to-face social
contacts for Cinancial decisions.
Full text (pdf )

No. 1115: Social ties and the demand for
Kinancial services (June 2017)
Eleonora Patacchini and Edoardo Rainone

T

his paper studies the importance of social
interactions for the adoption of Cinancial
services among young adults. SpeciCically, we
investigate whether, how, and why Cinancial
decisions among interacting agents are correlated.
We exploit a unique dataset of friendship
networks in the United States and a novel
estimation strategy that accounts for possibly
endogenous network formation. We Cind that not
all social contacts are equally important: only long
-lasting relationships inCluence Cinancial decisions.

Other recent Working Papers
April 2017

No. 1108: Lending organization and credit
supply during the 2008-09 crisis
Silvia Del Prete, Marcello Pagnini, Paola
Rossi and Valerio Vacca

No. 1114: Assessing the risks of asset
overvaluation: models and challenges
Sara Cecchetti and Marco Taboga
No. 1113: Liquidity transformation and
Cinancial stability: evidence from the
cash management of open-end Italian
mutual funds
Nicola Branzoli and Giovanni Guazzarotti
No. 1112: Local labour market heterogeneity
in Italy: estimates and simulations using
responses to labour demand shocks
Emanuele Ciani, Francesco David and
Guido de Blasio
No. 1111: Public guarantees on loans to SMEs:
an RDD evaluation
Guido de Blasio, Stefania De Mitri, Alessio
D’Ignazio, Paolo Finaldi Russo and Lavinia
Stoppani
No. 1110: Services trade and credit frictions:
evidence from matched bank-Cirm data
Francesco Bripi, David Loschiavo and
Davide Revelli
No. 1109: Bank lending in uncertain times
Piergiorgio Alessandri and Margherita
Bottero

March 2017
No. 1107: STEM graduates and secondary
school curriculum: does early exposure
to science matter?
Marta De Philippis
No. 1106: I will survive. Pricing strategies of
Cinancially distressed Cirms
Ioana A. Duca, José M. Montero, Marianna
Riggi and Roberta Zizza
No. 1105: Taxation and housing markets
with search frictions
Danilo Liberati and Michele Loberto

8

R

B

I

-N

NPQR

47, JP

2017

Latest Occasional Papers
(not included in the model) that act in the opposite
direction. The results obtained with more extensive
models indicate that the gap in perceived levels of
well-being between the two areas is inCluenced by
health status and by factors describing the socioeconomic context, namely levels of unemployment,
crime, quality of health and childcare services and
the conditions of access to urban and logistic
services. In some experiments, alongside the
elements mentioned above, there are also signals
that are compatible with a lower price level for
southern areas.
Full text (pdf ) in Italian only

No. 386: The evolution of Italy’s investment
income balance (July 2017)
Giacomo Oddo and Enrico Tosti

T

his paper analyses the evolution of Italian
investment income Clows. The period under
scrutiny is from 1999 to 2016, covering all
developments since the beginning of monetary
union. The analysis is based on a decomposition
framework which allows us to disentangle
investment income changes into three elements:
(i) variations due to changes in the international
investment position (stock effect); (ii) variations
due to changes in the yields accruing to the
underlying stocks (yield effect), and (iii) variations
due to changes in the Cinancial instrument
composition of assets and liabilities (composition
effect). The most important driver of Italy’s
investment income balance variations is the yield
effect. The stock and the composition effects are
less signiCicant: the former effect contributed to
the worsening balance of payments in the Cirst half
of the period but waned thereafter; the latter effect
strengthened after 2008. Applying this analytical
framework to the other three main euro-area
countries conCirms the key role of the yield effect
in shaping the short-term dynamics, and shows
the different role of stock and composition effects
in shaping the longer-term dynamics.
Full text (pdf )

No. 384: An Integrated dataset of Italian
Kirms: 2005-2014 (July 2017)
Corrado C. Abbate, Maria G. Ladu and Andrea
Linarello

I

n this paper we describe the steps followed to
build a new dataset covering the universe of
active private non-Cinancial Cirms in Italy between
2005 and 2014. The dataset is the outcome of
collaboration between the Bank of Italy and the
Italian National Statistical Agency and was
constructed using statistical, administrative and
Ciscal sources. It contains information on Cirms’
location, legal form, date of incorporation, industry
classiCication, workforce, turnover and value
added and is suitable for studying the evolution of
Italian production sectors since the mid-2000s.
Full text (pdf )

No. 385: Well-being, the socio-economic
context and price differences: the
north-south gap (July 2017)

No. 383: From few to many: product
differentiation in the Italian
mortgage market (July 2017)

Giovanni D’Alessio

T

he paper compares a subjective well-being
indicator provided by households in the Centre
and North and in the South in the Survey on
Household Income and Wealth (SHIW), and tries to
identify the factors that can explain the gap. In
particular, the role of the price level in the two
areas of the country is examined: all other things
being equal, the same nominal income should
provide a higher level of well-being to southern
families, due to the lower price level which
characterizes that area. However, in models that do
not take context variables into account , the wellbeing levels of southerners are lower than those of
residents in the Centre and North with the same
income. This result, apparently incompatible with a
lower price level in the South, is due to other factors

Silvia Del Prete, Cristina Demma and Paola Rossi

N

owadays Italian borrowers can choose
among a variety of mortgage contracts.
Using a special Bank of Italy survey on 400
Italian banks over the period 2006-2013, we
analyse the supply of ‘non-conventional’
mortgages (loan-to-value ratio greater than 80
per cent, duration longer than 30 years or with a
Clexible maturity). We build a synthetic indicator
measuring the degree of differentiation of
mortgages across banks to examine how local
market competition and bank-speciCic
characteristics have inCluenced this process. Our
Cindings – potentially inCluenced also by
customer preferences we cannot control for –
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and on bilateral trade Clows at the product level
published by UN Comtrade. The results show that
average tariff costs would be different across EU
countries, depending on the initial level of
commercial relationships with the UK and on the
sectoral composition of trade Clows. Different tariff
costs may potentially create a strong
heterogeneity in the EU economies with regard to
their stakes in the negotiations with the UK, and
have an impact on the establishment of the EU
position, to which each Member State contributes
equally.
Full text (pdf )

suggest that larger, less risky banks and those
that have adopted scoring systems are more
likely to offer non-conventional mortgages.
Moreover, banks operating in more competitive
markets and in markets where other banks offer
non-conventional loans tend to diversify their
supply more. Most of these indications are
conCirmed by analysing the quantities actually
granted. These results suggest that the structure
of the local markets does matter and that there
could be a non-price competition effect among
banks in providing differentiated mortgage
contracts.
Full text (pdf )

No. 380: New evidence on interregional
mobility of students in tertiary
education: the case of Italy
(June 2017)

No. 382: Real and Kinancial cycles:
estimates using unobserved
component models for the Italian
economy (July 2017)
Guido Bulligan, Lorenzo Burlon, Davide Delle
Monache and Andrea Silvestrini

Ilaria De Angelis, Vincenzo Mariani and Roberto
Torrini
relatively low geographical mobility of
students in the Centre and North of the
country and a large incidence of movers from
southern regions to universities located in the
Centre and North are well-established features of
the Italian academic system. Exploiting a novel
administrative dataset on academic enrolments,
this paper shows that the interregional mobility of
Italian students has increased in recent years. We
highlight that the increase in mobility, which has
occurred in a period of declining entry rates, is not
attributable to a change in the composition of the
enrolling students. We investigate some of the
main drivers of student mobility by relating
regional Clows to the attractiveness of universities
and show that mobility is positively associated
with the quality of research and teaching and with
the job prospects offered by the hosting university.
Student Clows are instead negatively correlated
with the distance between the university and the
region of origin and with drop-out rates. The
empirical evidence also suggests that in recent
years the distance from the university of
destination has become less relevant in explaining
mobility, whereas the role played by university
quality has increased.
Full text (pdf )

A

I

n this paper we examine the empirical features
of both the business and Cinancial cycles in Italy.
We employ univariate and multivariate trendcycle decompositions based on unobserved
component models. Univariate estimates highlight
the different cyclical properties (persistence,
duration and amplitude) of real GDP and real
credit to the private sector. Multivariate estimates
uncover the presence of feedback effects between
the real and Cinancial cycles. At the same time, in
the most recent period (2015-2016), the
multivariate approach highlights a wider output
gap than that estimated by the univariate models
considered in this paper.
Full text (pdf )

No. 381: Brexit: estimating tariff costs for
EU countries in a new trade
regime with the UK (June 2017)
Rita Cappariello

T

his study estimates the average tariffs that the
producers of each of the 27 EU countries
could face when exporting to the UK in the event
that a new Free Trade Agreement is not reached as
part of the Brexit negotiation and that trade
between the EU and the UK is conducted under
WTO most-favoured-nation terms. The analysis is
based on information from the WTO-IDB database
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Latest Occasional Papers
speciCications and are broadly in line with the
evidence available from similar tax rebates in
other countries but, due to the small sample size,
are not always statistically signiCicant. To
understand the mechanism behind our results we
then simulate an overlapping generations model of
household consumption: the marginal propensity
to consume generated by the structural model is in
line with our empirical estimates.
Full text (pdf )

No. 379: Household spending out of a tax
rebate: Italian “€80 tax bonus”
(June 2017)
Andrea Neri, Concetta Rondinelli and Filippo
Scoccianti

W

e estimate the consumption response of
Italian households to the “€80 tax bonus”
introduced in 2014, using the panel component on
the Survey of Household Income and Wealth. We
Cind that households that received the tax rebate
increased their monthly consumption of food and
means of transportation by about €20 and €30,
respectively, about 50-60 per cent of the total
bonus. There was a larger increase for households
with low liquid wealth or low income. Our
estimates are quite robust to different model

Other recent Occasional Papers
March 2017

April 2017
No. 378: The teachers’ merry-go-round: job
insecurity and staff turnover over the last
2 years
Gianna Barbieri and Paolo Sestito
No. 377: Refugees and asylum seekers in Italy
and in the EU
Rosario Maria Ballatore, Adele Grompone,
Lucia Lucci, Patrizia Passiglia and Andrea
Sechi

No. 376: The principle of subsidiarity and
centripetal forces: 14 years of application
of the 2001 Italian constitutional reform
Cristina Giorgiantonio
No. 375: Lending-based crowdfunding:
opportunities and risks
Marcello Bofondi
No. 374: Non-performing loans and the supply
of bank credit: evidence from Italy
Matteo Accornero, Piergiorgio Alessandri,
Luisa Carpinelli, Alberto Maria Sorrentino
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No. 10:

Recent changes to Law 130/1999
on securitization of loans
(July 2017)

Domenico Albamonte

T

he decree law n. 50/2017, as amended by
Parliament, has introduced important
innovations into the regulation on securitization
with the aim of facilitating the disposal of
nonperforming loans by banks.
The changes to the existing regulatory framework
widen the scope for maneuver of Special Purpose
Vehicles (SPVs), as these are allowed to grant
additional loans to those borrowers whose debts
have been sold by banks, to acquire holdings
deriving from securitized non-performing loans
(NPLs) through debt-to-equity swaps, and to
purchase and manage the immovable (real estate)
or other property placed as collateral of the
securitized NPLs.
These innovations make it easier to securitize
some categories of NPLs (as the so called unlikely
to be repaid, UtP) and will encourage participation
in foreclosure auctions. At the same time,
safeguards are introduced to ensure that these
innovations do not foster uncontrolled
development of shadow banking or make
supervision on activities reserved to supervised
entities less effective.
Full text (pdf )

No. 9:

Project FINO: deJining a
framework to understand
market prices and analysing the
main drivers (June 2017)

Andrea Rafaniello, Giovan Battista Sala and Marco
Scotto di Carlo

O

n 13 December 2016 the UniCredit Group
announced that an agreement had been
reached to sell to PIMCO and FORTRESS (the
Investors) a bad loan portfolio relating to Italian
Cirms for a gross book value (GBV) of €17.7 billion
(Project FINO). In order to prepare the pro forma
statements for the capital increase prospectus, an
average price of approximately 13% of the gross
book value was assumed. This value is much lower
than the average recovery rate of Italian banks’
bad loans reported in recent papers published by
the Bank of Italy. According to Ciocchetta et al.
(2016), the average recovery rate for all bad loans
written off by all Italian banks in the decade 200612

15 is 43% of GBV. The rate falls to 34.7% in 201415, partly due to an increase in the value of
positions sold on the market (selling prices are
typically much lower than recovery rates on
positions worked off internally).
The purpose of this note is to examine the speciCic
features of the FINO operation to see whether they
can explain the difference between the selling
price and these average recovery rates. The
analysis Cinds that most of the difference can be
justiCied by a number of factors: the bank’s
decision to sell the portfolio on the market; the fall
in market-wide recovery rates in 2014-15; the
speciCic features of the FINO portfolio (it consists
entirely of exposures to Cirms; the positions are
less collateralized and have a higher vintage than
average). A quantiCication of these effects is
provided. Other speciCic features of FINO, which
cannot be quantiCied, also played a role.
SpeciCically, UniCredit retains an upside in the
operation. Other things being equal, this probably
persuaded the bank to accept a lower upfront
price.
These results have two main implications. First,
the price of the FINO operation broadly conCirms
the available evidence on bad loan recovery rates
in Italy. Second, the operation illustrates the
bespoke nature of transactions in this market.
Owing to these speciCic features of FINO, its
average price cannot be deemed ‘representative’
of the bad loan market and be automatically
applied to other securitizations of NPLs by other
banks.
Full text (pdf )
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Banque Centrale du Luxembourg
Banque de France
Banque Nationale de Belgique
Central Bank of Cyprus
Central Bank of Ireland
Central Bank of Malta
Central Bank of the Republic of Lithuania
Croatian National Bank
De Nederlandsche Bank
Deutsche Bundesbank
Ná rodná banka Slovenska
Latvijas Banka
Oesterreichische Nationalbank
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Directorate General for Economics, Statistics and Research
Via Nazionale, 91
00184 Roma - Italia
Tel. +390647921
E-mail: temidiscussione@bancaditalia.it

www.bancaditalia.it
Youtube.com/bancaditalia

Google.com/+BancaditaliaEurosistema

@Uf4icioStampaBI

The views expressed in the publications, papers, and seminars summarized in this Newsletter
are those of the authors and do not necessarily re4lect the position of the Bank of Italy.
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