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Summary: the LCR and the interbank market

Stock of HQLA

LCR = >100%
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Increased term premium

Less activity on the short-term (< 30 days market)

General problem for identification of effects: LCR comes

into effect during crisis (= reduced activity on unsecured

ST market)
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Summary: main findings

|. Controlling for profits, equity over total assets, capital and the
share of loans with a maturity > 30 days, banks close to the
fulfilment of the Dutch quantitative liquidity requirement are
willing to pay a 22 basis points higher rate for unsecured
interbank loans — stronger effect post crisis and for banks
with a higher share of long-term loans

2. Robust when including measure for relationships with other banks

and for including measures of the riskiness of a bank’s business
model
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Data issues

Dependent variable: liquidity requirement

*  Why no distinction between ST and LT market? (only fraction of
long-term transactions)

* Selection of banks: always the same banks that are close to
meeting the requirement?

Covariates

* Sample selection based on the selection of covariates

Observations 2204 2204 1711 1621 1503 1503
R2 0.0288 0.231 (0.248 0.266 0.277 0.278

* Interpolation: how many data points are missing? Selection!?

* Measure of actual risk versus perceived risk: ‘hard’ data vs. CDS
(Hilscher and Wilson 201 1)




Developments on the LT Dutch interbank market
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Source: Bloomberg. 3M Euribor and difference of respective bank’s contribution in basis points. Latest observation: 19.11.2012
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Estimation method
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R2 0.0288 0.248 0.266 0.277 0.278
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Thoughts and suggestions

|. Full DD set-up (pre-2007, 2007-9, 2009-11) +
nonlinear method or terms

2. Borrowing rates vs. lending rates: joint
estimation!?

LCRt > HQLA f OR Netcashoutflows |

H—/

Simultaneous decision

2. Short-term and long-term equations: joint
estimation!?

3. SLiﬂuiditz lines) o




Monetary policy interventions
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Source: ECB. Spread between | 2M Euribor/Libor and OIS in basis points. Latest observation: 19.11.2012
 E AN CENTRAL BANK 9




Thank you

Email:

Beatrice.Scheubel@ecb.europa.eu
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