

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]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
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Bond Issued by Italian Banks: Risk and Return Characteristics

	
    
        
            
            







    
    










    
    
    
    











			
                    Working Papers CONSOB
 
        

    
	

	
	
		
		
			32 Pages
		
		

		Posted: 22 Sep 2011
		
			Last revised: 2 May 2012
		
		
	

	
		
			
			




	See all articles by Renato GrassoRenato Grasso
CONSOB (Commissione Nazionale per le SocietÃ  e la Borsa)
Nadia Linciano
Commissione Nazionale per le Societa e la Borsa (CONSOB)
Lucia Pierantoni
CONSOB (Commissione Nazionale per le SocietÃ  e la Borsa)
Giovanni Siciliano
CONSOB (Commissione Nazionale per le SocietÃ  e la Borsa)


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: July 1, 2010

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Bonds are among the main source of external funding for Italian banks and one of the most important financial assets held by Italian households. The bond-to-deposit ratio of Italian banks is about 40%, the highest value in Europe after Germany, while the share of bank bonds on Italian householdsâ€™ portfolio is by far the highest among major industrialized economies. Hence, understanding risk and return characteristics of bank bonds is crucial for investor protection policies. This work provides evidence on such characteristics analyzing bank bonds issued from July 2007 to June 2009. During this period, retail investors were offered mainly plain-vanilla bonds (79%), followed by structured (10%), callable (8%) and step up/down bonds (3%). Approximately 64% of the securities sold to retail investors can be classified as "very low" credit and market risk, while around 4% have "high" credit or market risk. However, due to the small average issue size, liquidity risk is high: only 9% of the bonds (approximately 30% of the total amount) are really liquid. The returns of bonds sold to retail investors are weakly related to credit and liquidity risks and on average lower than those of Italian government bonds with similar maturity; ceteris paribus, returns offered to retail investors are lower than that demanded by institutional investors by about 90-100 basis points. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: bonds, bank, credit risk, liquidity risk, market risk

	
	

	
    

    
	

	
	
		JEL Classification: G11, G12

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Grasso,  Renato and Linciano,  Nadia and Pierantoni,  Lucia and Siciliano,  Giovanni, Bond Issued by Italian Banks: Risk and Return Characteristics (July 1, 2010). Working Papers CONSOB,  Available at SSRN: https://ssrn.com/abstract=1919524 or http://dx.doi.org/10.2139/ssrn.1919524 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Renato Grasso

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				CONSOB (Commissione Nazionale per le SocietÃ  e la Borsa)  ( email )

			

			
			
				
				
				
					Roma 00198
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Nadia Linciano (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Commissione Nazionale per le Societa e la Borsa (CONSOB)  ( email )

			

			
			
				
				
				
					Roma 00198
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Lucia Pierantoni

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				CONSOB (Commissione Nazionale per le SocietÃ  e la Borsa)  ( email )

			

			
			
				
				
				
					Roma 00198
Italy

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Giovanni Siciliano

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				CONSOB (Commissione Nazionale per le SocietÃ  e la Borsa)  ( email )

			

			
			
				
				
				
					Via G.B. Martini, 3
Roma, 00199
Italy
+39-06-8477544 (Phone)
+39-06-8477612 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      128

			

		
		
		
			Abstract Views

			    1,496

		

		
		 
		
			Rank

			  401,902

		

		
	


	
		
            
            	        8 Citations
		

	

	
		
			
				       10 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,023

                                    

                                    
                                        PAPERS

                                           32,411

                                    

                                

                                
                            

                        

                    

                
	
                    Banking & Insurance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Banking & Insurance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,781

                                    

                                    
                                        PAPERS

                                           31,804

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    European Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,628

                                    

                                    
                                        PAPERS

                                           14,893

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        John A. Doukas at Old Dominion University - Strome College of Business

                                    

                                
                            

                        

                    

                
	
                    Global Business Issues eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Global Business Issues eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              261

                                    

                                    
                                        PAPERS

                                            7,372

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Jonathan P. Doh at Villanova University - School of Business, Paul M. Vaaler at University of Minnesota, Twin Cities - Law School and Carlson School of Management

                                    

                                
                            

                        

                    

                
	
                    Information Systems & Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Information Systems & Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              224

                                    

                                    
                                        PAPERS

                                           14,631

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik Brynjolfsson at National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                
	
                    Information Systems: Behavioral & Social Methods eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Information Systems: Behavioral & Social Methods eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              183

                                    

                                    
                                        PAPERS

                                            7,706

                                    

                                

                                
                            

                        

                    

                
	
                    Commissione Nazionale per le Societa e la Borsa (CONSOB) Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Commissione Nazionale per le Societa e la Borsa (CONSOB) Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                                0

                                    

                                    
                                        PAPERS

                                               85

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Explaining the Rate Spread on Corporate Bonds

                        
                            By
                                
                                
                                    
                                    Edwin J. Elton, 
                                    
                                
                                    
                                    Martin J. Gruber, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Determinants of Credit Spread Changes

                        
                            By
                                
                                
                                    
                                    Pierre Collin-dufresne, 
                                    
                                
                                    
                                    J. Spencer Martin, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        How Much of Corporate-Treasury Yield Spread is Due to Credit Risk?

                        
                            By
                                
                                
                                    
                                    Jing-zhi Huang
                                     and 
                                
                                    
                                    Ming Huang
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            How Much of the Corporate-Treasury Yield Spread is Due to Credit Risk?

                            
                                By
                                    
                                    
                                        
                                        Jing-zhi Huang
                                         and 
                                    
                                        
                                        Ming Huang
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            How Much of the Corporate-Treasury Yield Spread is Due to Credit Risk?

                            
                                By
                                    
                                    
                                        
                                        Jing-zhi Huang
                                         and 
                                    
                                        
                                        Ming Huang
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Corporate Yield Spreads: Default Risk or Liquidity? New Evidence from the Credit-Default Swap Market

                            
                                By
                                    
                                    
                                        
                                        Francis A. Longstaff, 
                                        
                                    
                                        
                                        Sanjay Mithal, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Equity Volatility and Corporate Bond Yields

                            
                                By
                                    
                                    
                                        
                                        John Y. Campbell
                                         and 
                                    
                                        
                                        Glen B. Taksler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Equity Volatility and Corporate Bond Yields

                            
                                By
                                    
                                    
                                        
                                        John Y. Campbell
                                         and 
                                    
                                        
                                        Glen B. Taksler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Structural Models of Corporate Bond Pricing: An Empirical Analysis

                            
                                By
                                    
                                    
                                        
                                        Young Ho Eom, 
                                        
                                    
                                        
                                        Jing-zhi Huang, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            An Empirical Analysis of the Dynamic Relationship between Investment Grade Bonds and Credit Default Swaps

                            
                                By
                                    
                                    
                                        
                                        Roberto Blanco, 
                                        
                                    
                                        
                                        Simon Brennan, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.102 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
