

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
				
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
				
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Cross-Border Liquidity, Relationships and Monetary Policy: Evidence from the Euro Area Interbank Crisis

	
    
        
            
            







    
    










    
    
    
    











			
                    Bundesbank Discussion Paper No. 45/2014
 
        

    
	

	
	
		
		
			54 Pages
		
		

		Posted: 21 Jun 2016
		
		
		
	

	
		
			
			




	See all articles by Puriya AbbassiPuriya Abbassi
Deutsche Bundesbank
Falko Fecht
Deutsche Bundesbank; Frankfurt School of Finance & Management
Falk Bräuning
Federal Reserve Banks - Federal Reserve Bank of Boston
José-Luis Peydró
Imperial College London; Centre for Economic Policy Research (CEPR); Universitat Pompeu Fabra - Faculty of Economic and Business Sciences


		

	
	
	
	
	


	
	
		
			There are 3 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Cross-Border Interbank Liquidity, Crises, and Monetary Policy
									

								
							
							
							
								Journal of International Economics, Vol. 139, November 2022, 103657
							

							
							
								
									Number of pages: 53
								
								
									Posted: 26 Feb 2015
								
								
									Last Revised: 10 Jan 2023
								
							

							
						

						
							
							Downloads
							  334
							
						

					

					
					

					
						
							
						

						
							
								
									Cross-Border Liquidity, Relationships and Monetary Policy: Evidence from the Euro Area Interbank Crisis

								
							
							
							
								Bundesbank Discussion Paper No. 45/2014
							

							
							
								
									Number of pages: 54
								
								
									Posted: 21 Jun 2016
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  115
							
						

					

					
					

					
						
							
						

						
							
								
									Cross-Border Liquidity, Relationships and Monetary Policy: Evidence from the Euro Area Interbank Crisis
									

								
							
							
							
								CEPR Discussion Paper No. DP10479
							

							
							
								
								
									Posted: 09 Mar 2015
								
								
							

							
						

						
							
							Downloads
							    1
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: 2014

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We analyze the impact of financial crises and monetary policy on the supply of wholesale funding liquidity, and also on the compositional supply effects through cross-border and relationship lending. For empirical identification, we draw on the proprietary bank-to-bank European interbank dataset extracted from Target2 and also exploit the Lehman and sovereign crisis shocks as well as the main Eurosystem non-standard monetary policy measures. The robust results imply that the crisis shocks lead to worse access, volumes and spreads (in both the overnight and longer-term maturities). The quantitative impact on interbank access and volume is stronger than on spreads. Liquidity supply restrictions are exacerbated for cross- border lending after the Lehman failure; for banks headquartered in periphery countries, the impact is quantitatively stronger in the sovereign debt crisis. Moreover, the interbank market - unlike other credit markets - allows to exploit the price dispersion from different lenders on identical credit contracts, i.e. overnight uncollateralized loans in the same morning for the same borrower. This price dispersion increases massively with the crisis, and even more for riskier borrowers. Cross-border and previous relationship lenders charge higher prices for identical contracts in the crisis. Importantly, this price dispersion substantially decreases when the Eurosystem promises unlimited access to liquidity at a fixed price in October 2008 and announces the 3-year LTRO in December 2011, with economically stronger effects for borrowers in weaker countries. 
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