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What do we do
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 The role of centralised vs. country-level banking supervision

 Impact on credit supply and risk taking

Associated mechanisms

 Supervisory ability/resources

 Supervisory incentives: bank size, borrower employment

 Overall quality of institutions: governance, insolvency framework

 Using multiple credit registers

Crucial for identification of channels and external validity
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Literature
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 Banking supervision: Centralized vs. local
Agarwal-Lucca-Seru-Trebbi (2014); Bonfim-Cerqueiro-Degryse-Ongena (2022);
Granja-Leuz (2017); Kandrac-Schlusche (2019);
Calzolari-Colliard-Loranth (2019)

 All questions using single credit registers 
         Mian, 2006; Khwaja and Mian, 2008; Paravisini, 2008; Amiti and Weinstein, 2011

Contribution

 Centralized vs. local supervision affects subsequent credit supply/risk-taking

 Underlying mechanisms: (i) Supervisory ability/resources, (ii) Supervisory incentives, (iii) institutional quality

 First findings on cross-country heterogeneity using multiple credit registers: crucial to identify channels and
for external validity
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The dataset
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Sample size 

 T: June 2012 – December 2017
 N: 15 Credit Registers

15 Credit Registers

 AT, BE, CZ, DE, ES, IE, IT, RO, SI, FR, LT, LV, 
MT, PT, SK

 Stressed vs. non-stressed countries

 Non euro area countries

 Important event: November 2014 ECB 
supervisor for some euro area banks, and 
not for non-euro area banks 

Time and Country coverage Variables

Measures of loan exposure
Loan (bank, firm) identifiers
Type of exposure (loans, debt securities)
Credit commitment or drawn (value of the loan)
Credit lines (the value of credit undrawn)

Credit risk variables
Collateral type (yes, no)
Arrears (part of the loan that is past due)
Prob. of default   (between 0 and 1)
Non-performing status

Borrower attributes
Country of residence
Institutional sector 
Sector of economic activity
Size
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The dataset
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Share of firms with multiple bank relationships 
(% of total borrowers)

Notes: for each country, the chart shows the share of non-financial
corporations with multiple bank relationships as share of total borrowers.

Share of firms with multiple bank relationships 
(% of total exposure)

Notes: for each country, the chart shows the share of non-financial
corporations with multiple bank relationships as share of total exposure.

 firm-time (ft), firm-bank (fb), and bank-time (bt) FE or 
 sector-time (st) (or sector-country-size-time), firm-bank (fb), and bank-time (bt) FE 
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Do banks supervised by the ECB/SSM behave differently? 

6

Hypothesis to test

𝜆𝜆 < 0: once a bank becomes centrally (SSM/ECB) supervised, it provides less credit to 
riskier borrowers

Supb,t=�
1 if b is centrally supervised at period t 

0 otherwise

Loansb,s,f,t = αFE + δSupb,t−1+𝜃𝜃High−Risk Firmf,t−1 + 𝜆𝜆 High−Risk Firmf,t−1 × Supb,t−1 + ϵb,s,f,t

High−Risk Firmf,t−1=

Arrears/𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸
𝑅𝑅𝐸𝐸𝑒𝑒𝐸𝐸𝐸𝐸𝑒𝑒 𝐸𝐸𝑒𝑒 𝑎𝑎𝐸𝐸𝐸𝐸𝐸𝐸𝑒𝑒𝐸𝐸 − 𝑅𝑅𝑅𝑅𝑅𝑅

𝑆𝑆𝑎𝑎𝑎𝑎𝐸𝐸𝐸𝐸 − 𝑒𝑒𝐸𝐸 − 𝐸𝐸𝑒𝑒𝐸𝐸𝑎𝑎𝐸𝐸𝑒𝑒𝐸𝐸𝐸𝐸 𝐸𝐸𝑎𝑎𝑒𝑒𝑟𝑟𝐸𝐸
𝑧𝑧 − 𝐸𝐸𝑠𝑠𝐸𝐸𝐸𝐸𝐸𝐸

𝑍𝑍𝐸𝐸𝑒𝑒𝑍𝑍𝑟𝑟𝐸𝐸 𝑓𝑓𝑟𝑟𝐸𝐸𝑒𝑒𝐸𝐸
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Do banks supervised by the ECB/SSM behave differently? 
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Notes: This table reports regressions that relate bank lending to firms, centralized supervision and borrower riskiness. The dependent variable is total credit granted by bank b to firm f at time t. Sup (Supranational 
supervision) is a dummy variable that takes the value of one for banks supervised at supranational level (i.e., directly by the ECB) after November 2014, and zero otherwise. High-risk firm indicates, for each borrower, the 
ratio of exposures in arrears and total exposures. Poisson regressions are used to the estimate the models. Standard errors clustered at bank and firm level in parentheses: * p<0.1, ** p<0.05, *** p<0.01.
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Do banks supervised by the ECB/SSM behave differently?
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Panel (a): Stressed Countries 

High Risk-Firm (Baseline)
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Panel (b): Non-stressed Countries 

High Risk-Firm (Baseline)

Do banks supervised by the ECB/SSM behave differently?
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Robustness – maximising comparability
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Notes: This table reports the results of the variants of the analysis of bank lending to firms, centralized supervision and borrower quality. The dependent variable is the total credit granted by bank b to firm f at time t. 
Columns (1) and (2) present the coefficients using the restricted sample of banks around the threshold of supranational supervision, i.e., for each country, it includes the three smallest centrally supervised banks and the 
three largest non-centrally supervised banks. Columns (3) and (4) report the coefficient estimates using only total credit above the EUR 1,000,000 threshold, which is the threshold of the credit register of most restrictive 
credit register (Germany). In all specifications, Sup is a dummy variable that takes the value of one for banks supervised at supranational level after November 2014, and zero otherwise. High-Risk Firm indicates, for each 
borrower, the ratio of exposures in arrears and total exposures. Poisson regressions are used to the estimate the models. Standard errors clustered at bank and firm level in parentheses: * p<0.1, ** p<0.05, *** p<0.01.
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Mechanism: Supervisory ability/resources

11

Notes: This table reports the results of the analysis on the role of the ability of supervisory ability on the effect of supranational supervision on bank credit supply. The dependent variable is the total credit granted by 
bank b to firm f at time t. Sup is a dummy variable that takes the value of one for banks supervised at supranational level after November 2014, and zero otherwise. High-Risk Firm indicates, for each borrower, the ratio 
between exposures in arrears and total exposures. The proxies for the country-level ability and human capital of regulators are based on 2019 Bank Regulation and Supervision Survey (BRSS) which covers the period of 
2011–2016 and include: a ratio of supervisors with post-graduate degrees (MBA, CPA, CFA, etc.) in Column (1), hours of training at the regulatory agency in Column (2), and the share of the number of bank supervisors to 
the number of banks in each country in Column (3). The proxies are standardized and inverted (higher values reflect lower ability of supervisors). Poisson regressions are used to the estimate the models. Standard errors 
clustered at bank and firm level in parentheses: * p<0.1, ** p<0.05, *** p<0.01. 
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Mechanism: Supervisor incentives – largest banks
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Notes: This table reports the results of the analysis on the role of the bank-level incentives on the effect of supranational supervision on bank credit supply. The dependent variable is total credit granted by bank b to firm f at 
time t. Sup is a dummy variable that takes the value of one for banks supervised at supranational level after November 2014, and zero otherwise. High-Risk Firm indicates, for each borrower, the ratio between exposures in 
arrears and total exposures. GSIB is a dummy variable that takes the value of one if the bank belongs to the globally systemically important banks, and zero otherwise. Robustness exercises show that the results are robust to 
different cut-offs for bank size. Poisson regressions are used to the estimate the models. Standard errors clustered at bank and firm level in parentheses: * p<0.1, ** p<0.05, *** p<0.01.
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Notes: This table reports the results of the analysis on the role of the supervisor incentives on the effect of supranational supervision on bank credit supply. The dependent variable is the total credit granted by bank b to 
firm f at time t. Sup is a dummy variable that takes the value of one for banks supervised at supranational level after November 2014, and zero otherwise. High-Risk Firm indicates, for each borrower, the ratio between 
exposures in arrears and total exposures. GSIB is a dummy variable that takes the value of one if the bank belongs to the globally systemically important banks, and zero otherwise. Columns (1) – (2) and (5) – (6) present 
the results using the sample of firms that belong to industries (NACE-2 level) with the large (above median) employment share in country c at time t, while Columns (3) – (4) and (7) – (8) present the results using the 
sample of firms that belong to industries (NACE-2 level) with the small (below median) employment share in country c at time t. Poisson regressions are used to the estimate the models. Standard errors clustered at bank 
and firm level in parentheses: * p<0.1, ** p<0.05, *** p<0.01. 

Mechanism: Supervisor incentives – borrower employment
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Mechanism: Institutional quality – governance
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Notes: This table reports the results of the analysis on the role of governance on the effect of centralized supervision on bank credit supply. The dependent variable is the total credit granted by bank b to firm f at time t. Sup is 
a dummy variable that takes the value of one for banks supervised at supranational level after November 2014, and zero otherwise. High-risk firm indicates, for each borrower, the ratio between exposures in arrears and total 
exposures. Columns (1) – (3) present the results of ex-ante country-level corruption and governance variables based on 2012 World Bank WGI report. Regional corruption is based on 2013 EQI dataset and is reported at NUTS-
2 region. The variables are standardized and inverted (higher values reflect lower quality of governance). Poisson regressions are used to the estimate the models. Standard errors clustered at bank and firm level in 
parentheses: * p<0.1, ** p<0.05, *** p<0.01.
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Mechanism: Institutional quality – Insolvency regime
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Conclusions
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 Centralised supervision tends to reduce bank-risk taking

 Associated mechanisms

 Supervisory ability/resources

 Supervisory incentives: bank size, borrower employment

 Overall quality of institutions: governance, insolvency framework
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