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Outline 

• Much praise 

• A few observations 

– Identification 

– Macroeconomic dimension 

– Endogeneity of structure of international banks 



Identification 

• Cross-sectional variation in bank behaviour is 
attributable to supply factors (i.e. bank behaviour) 

• But customer base of ‘international’ bank may be 
systematically different from those of a more 
‘domestic’ bank … 

 



Type of bank 

• Nature of ‘international’ bank … 

– Customer base? 

– Ownership? 

– Legal structure (branches, subsidiaries)? 

• Study of Argentina in run-up to the 2001 crisis 

• Data on individual banks available                    
(cf. Calomiris and Powell, 2000) 
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Source: Pill (2014). “Argentine banks and macroeconomic risks: Overborrowing and credit dynamics,” McKinnon Festschrift. 
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Source: Pill (2014). “Argentine banks and macroeconomic risks: Overborrowing and credit dynamics,” McKinnon Festschrift. 



Macroeconomic context 

• Role played by macroeconomic factors 

– Exchange rate regime 

– Current account 

– External debt, NIIP 

• Exceptional nature of the sample period 
covered in the study 

• Role played by euro area countries  



Liquidity shocks 

Source: Bloomberg 
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TARGET 2 balances 

Source: National central banks 



Euro area experience 

• Study of bank balance sheets during financial 
crisis  

• Aggregate data – distinguish among domestic, 
intra-Euro area and non-Euro area 
counterparties 

• Counterfactual exercise – estimate model in 
pre-crisis data and compare data with model 
simulations  



Liabilities 
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Liability versus the Eurosystem
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Source: Colangelo et al. (2014). “Cross-border transactions in the euro area and the financial crisis”. 
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Liability versus the Eurosystem
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Liquidity between 
domestic banks 

broadly in line with 
pre-crisis regularities 

Source: Colangelo et al. (2014). “Cross-border transactions in the euro area and the financial crisis”. 
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Liability versus the Eurosystem
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declines significantly 

Source: Colangelo et al. (2014). “Cross-border transactions in the euro area and the financial crisis”. 
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Source: Colangelo et al. (2014). “Cross-border transactions in the euro area and the financial crisis”. 



Assets 
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Source: Colangelo et al. (2014). “Cross-border transactions in the euro area and the financial crisis”. 
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On the asset side, we see 
not only counterparts to 

re-nationalisation of 
funding, but also re-

segmentation of 
sovereign holdings 



Endogeneity 

• International banks and regulatory 
environment will respond to events (and to 
each other) 

  

– Subsidiarisation rather than branching 

– Ensuring access to liquidity facilities 

– Cross-border M&A / consolidation in response to 
banking union 

 




