www.czasopisma.pan.pl P N www.journals.pan.pl
TN

Central European Journal of Economic Modelling and Econometrics

Procyclicality of Bank Growth and Competitive
Environment: Cross-country Evidence

Malgorzata Olszak*and Iwona Kowalska'

Submitted: 1.02.2023, Accepted: 22.09.2023

Abstract

This paper attempts to find out what is the role of competitive environment
in shaping the sensitivity of growth in banking to the business cycle. To answer
this question, we apply a large set of individual bank level data including
over 8000 banks operating in more than 100 countries. This study uses
the growth of assets, loans, deposits and leverage as proxies of bank growth
and Lerner index as a proxy for the competitive environment. The analysis
shows that decreased competition is associated with increased procyclicality
of bank growth. However, in a perfectly competitive environment the growth
turns out to be countercyclical. This effect differs between high- and low-
income countries. A perfectly competitive environment is associated with
countercyclical growth in high-income countries. The opposite result is found
for low-income countries. Our results for Central Eastern European countries
show that increased competition is associated with enhanced procyclicality of
growth.
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1 Introduction

The concept of procyclicality is used to describe an economic or financial variable’s
co-movement with aggregate economic activity. Thus, procyclicality of financial
activity refers to the tendency of financial variables to fluctuate around a trend
during the economic cycle (Landau, 2009; Borio, 2014). Increased procyclicality in the
banking industry is associated with enhanced fluctuations, and therefore with stronger
sensitivity of financial variables to changes in the business cycle. The literature
shows that there are many factors that contribute to the procyclicality in the banking
industry (Borio et al., 2001; Athanasoglou et al., 2014). Many empirical studies deal
with procyclicality of bank balance-sheets and profit and loss account items (Bertay
et al. 2015; Bouvatier and Lepetit, 2013; Wheeler, 2019; Ozlem Dursun-de Neef and
Schandlbauer, 2020; Zins and Weill, 2018; Olszak et al, 2018). These studies show that
procyclicality depends on regulation, supervision, shareholders structure, governance
effectiveness and bank specific features (specialization, size, solvency). However, only
a few papers focus on the role of competition in credit procyclicality of individual
banks (Leroy and Lucotte, 2019; Kouretas et al., 2020).

Previous research focuses mostly on the role of competition in credit procyclicality,
both macroeconomic (see Bouvatier et al., 2012; Leroy and Lucotte, 2019; Kouretas
et al., 2020) and bank-level procyclicality (Leroy and Lucotte, 2019; Kouretas et
al., 2020). These analyses are limited to certain regions, like OECD countries (see
Bouvatier et al., 2012), banks in 13 European countries (Leroy and Lucotte, 2019)
and banks in EU countries (Kouretas et al., 2020). Thus, we do not know what is
the role of competition in a wider cross-country context at individual banks level.
Banking research suggests that procyclicality is a broad concept (Athanosoglou et
at., 2014; Borio et al., 2001). Thus, many activities of banks are cyclical, including
assets (Claessens et al., 2014), deposits (Bertay et al., 2015) and leverage (Adrian
and Shin, 2010; Claessens et al, 2014; Nitoi et al., 2019; Ozlem Dursun-de Neef
and Schandlbauer, 2020; Barattieri et al., 2021). However, the research omits the
role of competition in cyclicality of these activities in a wider cross-country context.
Therefore, in our study we aim to look at these activities to find out how competition
shapes their sensitivity to business cycle.

Following the literature on procyclicality in banking and research on the role of
competition in financial stability, we propose two research questions. Firstly, does
a competitive environment diminish procyclicality of bank growth, which is in line
with the competition-stability approach? Secondly, following the competition-fragility
concept, is a more competitive environment associated with an increased procyclicality
of bank growth?

We are the first to analyze the links between the competitive environment in the
banking industry and the cyclicality of bank growth in a wide cross-country context.
There are only two papers which are like ours in terms of the research interest in
the role of competition in procyclicality of growth. The first is the study by Leroy
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and Lucotte (2019), who analyze the effect of competition on bank credit growth of a
sample of 16 European countries. The other one concentrates on three types of bank
lending in the European Union and tests the role of the market structure and the
competition in procyclicality (Kouretas et al., 2020).

Our contribution is threefold. Firstly, in contrast to earlier papers, our study focuses
on four dimensions of bank activity, analyzed in the literature, i.e., asset growth
(Claessens et al., 2014), loans growth, deposits growth (Bertay et al., 2015; Leroy
and Lucotte, 2019; Kouretas et al., 2020) and leverage growth (Lim et al., 2011).
Secondly, we also apply a definitely wider sample, as we consider over 8000 banks
operating in over 100 countries. Thirdly, we also look at the role of income level for
the effects of a competitive environment and procyclicality. Thus, our study shows
a global perspective of the links between competition and procyclicality of growth of
individual banks.

In this study we apply a robust fixed effects estimator to a set of data of individual
commercial and cooperative banks in over 100 countries. Our analysis shows
that banking sectors with decreased competition are associated with increased
procyclicality of assets growth, loans growth and deposits growth. This effect differs
between high-income and low-income countries. The impact of competition on
procyclicality is also different for Central and Eastern European (CEE) countries.
The rest of the paper is structured as follows. Section [2] presents a review of
relevant literature and develops our hypotheses. We describe our sample and research
methodology in Section [3] We discuss results and robustness checks in Section [
Section [B] concludes our work.

2 Literature review and hypotheses development

This study is related to two significant streams in economic and finance literature.
The first focuses on the factors explaining procyclicality and the other looks at links
between competition and bank risk.

Previous mainstream literature focuses on procyclicality of the banking activity and
provides some evidence about its underlying factors (Albertazzi and Gambacorta,
2009; Lim et al., 2011; Bouvatier et al., 2012; Bertay et al., 2015; Olszak et al., 2018;
Leroy and Lucotte, 2019). Albertazzi and Gambacorta (2009) find that country region
matters and show that profits of banks in Anglo-Saxon countries are more procyclical
than are those of euro-area banks. However, this study does not show why there
is a difference in procyclicality across country groups. Lim at al. (2011) show that
growth and procyclicality of aggregated credit in 49 countries depends on the use of
macroprudential policy instruments. Bouvatier et al. (2012) show that credit in 17
OECD countries is procyclical, but it does not seem to be affected by the structure
of the banking market. Olszak et al. (2017, 2018) show that procyclicality of loan —
loss provisions depends on regulations, supervision, investor protection and the use of
macroprudential policy instruments. Bertay et al. (2015) suggest that procyclicality
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of credit and deposits depends on the characteristics of shareholders (state owned
versus privately owned banks).

Only two studies by Leroy and Lucotte (2019) and Kouretas et al. (2020) concentrate
directly on the effect of competition on procyclicality of lending of individual banks.
Leroy and Lucotte (2019) consider the role of competition in procyclicality of credit
in 16 European countries. This paper suggests that an increased market power for
banks (i.e., decreased competition) enhances the financial accelerator mechanism by
showing that less competition in the banking sector makes credit more procyclical.
This study also shows that procyclicality of credit of individual banks is enhanced
under an uncompetitive environment. However, due to a limited country coverage,
this study does not look at the diversity of effects of competition on procyclicality
of credit, and, thus, does not provide evidence of the factors that explain why, in
some countries, more competition is associated with less procyclicality. Kouretas et
al. (2020) focus on three categories of credit, i.e., consumer loans, mortgage loans and
corporate loans and look at the role of market concentration and competition measures
in procyclicality of lending. They find that there is a non-linearity in the relationship
between the market concentration and procyclicality. Their study also reveals that
there are some differences between the advanced and transitioning European Union
banking sectors. However, an in-depth analysis of results of the role of competition
proxied with Lerner index shows that only procyclicality of mortgage loans is (i.e.,
statistically significantly) reduced under a perfect competition in EU countries and
any decline in competition intensity is associated with an enhanced procyclicality of
mortgages. This effect seems to be opposite (but not statistically significant) for CEE
(less developed) countries. Thus, it seems that to some extent, economic development
matters. This paper also examines the nonlinearity of effects of competition measures
on procyclicality. The results in the full sample of EU countries, however, do not show
any statistically significant links between the business cycle and squared competition
measure for either category of loans.

The literature makes contrasting predictions about the relationship between bank
competition and bank risk and in general, may be summarized under two headings.
The first is the competition-fragility perspective that predicts a positive relationship
between competition and bank risk. The other is competition-stability perspective
and assumes a negative relationship between a competitive environment and bank risk.
In the “competition-fragility” nexus the argument goes that competition in deposit
market erodes banks’ profit margins and hence charter values, thus enhancing risk-
taking incentives because banks have less to lose in an insolvency (Marcus 1984;
Keeley, 1990). A lot of empirical papers support this perspective (Cipolini and
Fiordelisi, 2012; Mirzaei et al., 2013; Craig and Dinger, 2013; Beck et al., 2013; Kabir
and Worthington, 2017; Davis and Karim, 2019; Phan et al., 2019; Saif-Alyousfi et
al., 2020).

The competition-stability hypothesis contends that financial instability increases as
the degree of competitiveness is lessened. Banks with more market power will earn
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more rents by charging higher interest rates on business loans. Boyd and de Nicold
(2005) argue that banks which compete for deposits also provide loans and set the
prices for loans by considering the total amount of loans provided in the market.
They assume that the risk of these loans is increasing along with the interest rates
charged by banks. Empirical research on the competition — stability hypothesis is not
so extensive. Several studies looking at the pre-Global Financial Crisis period provide
evidence in line with the competition-stability perspective (Boyd et al., 2008; Schaeck
et al., 2009; Berger et al., 2009; Schaeck and Cihdk, 2010). However, Fu et al. (2014),
Beck et al. (2013) and Saif-Alyousfi et al. (2020) find that competition-stability
hypothesis may be supported along with competition-fragility view, depending on
regulations, supervision, region, bank type or risk and competition measure.

In summary, the existing literature shows that bank growth is expected to be
procyclical. The basic factor behind procyclicality includes the inadequate responses
of banks to changes in risk over time. There are many factors shaping the responses
of banking activity to business cycle, including competitive environment. Looking
at theoretical evidence presented in Aliaga-Diaz (2010) and empirically supported in
Leroy and Lucotte (2019) we state that increased competition reduces procyclicality
of bank growth (Hypothesis H1). Considering that competition is related to mitigated
risk-taking in bank credit portfolio (Boyd and de Nicolo, 2005; Leroy and Lucotte,
2017), the notion that increased competition reduces procyclicality of bank growth
has further support in the competition-stability hypothesis. Such a perspective has
also been supported by recent evidence in European banks.

However, the literature on the effect of competition on bank risk-taking also shows
that a more competitive environment may result in greater bank fragility (the
competition-fragility hypothesis). As increased risk-taking is perceived as a source
of enhanced procyclicality in bank activity, we propose the second hypothesis that
decreased competition in the banking industry reduces procyclicality of bank growth
(Hypothesis H2).

Previous research on credit procyclicality of EU banks shows some diversity between
less developed countries and high-income countries (CEE versus EU 12 in Kouretas
et al., 2020). Thus, we propose the hypothesis that the effect of competition on
procyclicality of growth depends on income-level of a country (Hypotheses H3).

3 Methodology and data description

3.1 Methodology

We focus on four dimension of banking growth that are of investigated in the literature
focusing on procyclicality, that is the assets growth rate (Claessens et al., 2014), loans
growth rate (Leroy and Lucotte, 2019; Bertay et al., 2015; Kouretas et al., 2020),
deposit growth rate (Bertay et al., 2015) and leverage growth rate (Adrian and Shin,
2010; Claessens et al, 2014, Burietz et al., 2023). The baseline model looks at the role
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of the business cycle and of a competitive environment on the growth rates:
BG; j: = (BSOV, j +.+—1) + aqBusiness Cycle; , + Intercept + ;¢ + ¢ (1)

In this equation BG is our proxy for growth of a bank 7 in country j at moment t.
We consider four aspects of this growth: assets growth rate (Claessens et al., 2014),
loans growth rate (Leroy and Lucotte, 2019; Bertay et al., 2015), deposit growth rate
(Bertay et al., 2015) and leverage growth (annual change in the leverage) (Adrian
and Shin, 2010; Claessens et al, 2014; Nitoi et al., 2019; Ozlem Dursun-de Neef and
Schandlbauer, 2020; Barattieri et al., 2021). BSOV covers bank specific and other
macroeconomic variables. The set of bank specific variables depends on the model.
In our choice of the variables, we refer to Claessens et al. (2014), Leroy and Lucotte
(2019), Bertay et al. (2015) and Kouretas et al. (2020).

In the asset growth model, we use Leverage (defined as assets to equity capital),
LtD (defined as loans to deposits ratio), Size (defined natural logarithm of assets).
Previous research for bank-level data shows negative impact of leverage ratio and
positive (but not statistically significant) effect of LtD (see Claessens et al., 2014).
As for the Size variable we expect a negative effect on the asset growth, consistent
with the view that large corporations tend to grow slowly (Bertay et al., 2015).

The loans growth model applies CAP (equity to assets ratio), NIM (net interest
margin to average loans), DEP/A (deposits to assets), LLP/L (loan loss provisions
to average loans), Liquidity GAP (Total net loans — customer deposits)/customer
deposits) and Size defined as a natural logarithm of assets. The effect of CAP may be
positive if lending is constrained by the capital ratio (Carlson et al., 2013; Bertay et
al., 2015; Olszak et al., 2019; Kouretas et al., 2020). Some papers show the negative
impact of CAP on loans growth (Leroy and Lucotte, 2019; Kouretas et al., 2020).
This diversity in effect of capital ratio may be attributed to the sample choice, as
Leroy and Lucotte (2019) and Kouretas et al. (2020) focus only on European banks.
Kouretas et al. (2020) show that CAP exerts a positive effect on mortgage loans
growth rate. NIM is expected to exert a positive effect on loans growth consistent
with the view that bank managers are motivated to increase lending if they expect
to be rewarded for this with more profits. Kouretas et al. (2020) and Olszak and
Kowalska (2019) show increased loans growth if the profitability is improved. DEP
has been shown to be associated with decreased loans growth (Olszak et al., 2019).
LLP /L proxy the quality of credit portfolio. We expect a negative impact of this proxy,
consistent with the view that increased loan-losses discourage banks from extending
their credit portfolios (Olszak et al., 2019). Liquidity GAP proxies the access to a
stable funding. In fact, it is a measure of the degree of reliance on wholesale funding,
much of which tends to be short-term in nature (ECB, 2009, p. 14). Increased
levels of this ratio (i.e., over 0) inform about the use of instable funding applied by
banks. Previous research applying alternate proxies for liquidity (e.g., liquid assets
to total assets) shows increased growth rate of loans with increased liquidity ratios
(Kouretas et al., 2020; Bertay et al. 2015). Liquidity GAP increases are associated
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with reduced liquidity, therefore we expect a negative effect of Liquidity GAP on loans
growth rate. Size is associated with a reduced growth of lending in Leroy and Lucotte
(2019), Bertay et al. (2015), Kouretas et al. (2020) and Olszak and Kowalska (2022).
This effect may also be positive in specific categories of loans, country regions (CEE)
or bank size groups (Kouretas et al., 2020; Olszak et al., 2019).

The deposits growth model employs CAP (equity to assets ratio), Loans/A (loans
to assets ratio), LtD (defined as loans to deposits ratio), Size (defined as natural
logarithm of assets). Increases in the CAP are associated with a more stable solvency
of banks, and thus a reduction of risk to debtholders. Therefore, we expect a positive
effect of CAP on deposits growth rate (see Bertay et al., 2015). We expect that
banks with greater credit portfolios can get more external funding through deposit
taking. Therefore, the effect of Loans/A should be positive, consistent with Bertay
et al. (2015). LtD is a proxy for liquidity risk. Bertay et al. (2015) show that
liquidity proxied with liquid assets to total assets is associated with increased levels of
deposits growth. We thus expect that LtD exerts a negative effect on deposits growth,
consistent with the view that decreased liquidity limits accessibility to external
funding. Consistent with previous research we expect a negative effect of Size on
deposits growth (Bertay et al., 2015).

The leverage growth model includes Loans/A (loans to assets ratio), LtD (defined as
loans to deposits ratio) and Size (defined as natural logarithm of assets). We expect
that banks with large credit portfolios need more equity capital to cover unexpected
losses generated due to the lending activity. As increased leverage is associated with
reduction of capital adequacy, we expect that Loans/A exert a negative effect on
leverage growth. We expect that banks with increased LtD can increase Leverage
growth. Thus, LtD shall be positively linked with leverage growth. We expect that
large banks will tend to decline their leverage, as they need to keep stable levels of
leverage, due to the market discipline concerns and external stakeholders monitoring.
Therefore, Size is expected to exert a negative impact on Leverage growth.

Other macroeconomic variables include monetary policy stance (denoted as Policy
rate), unemployment rate (denoted as Unempl) and competition (denoted as
Competition). Papers focusing on bank growth, and specifically on credit growth
(Agoraki and Kouretas, 2021; Mirzaei and Samet, 2022) show heterogenous effect of
interest rates. Agoraki and Kouretas found the rate to be both positive and negative
(depending on the model) and statistically insignificant for the general loan growth
in European banks. However, this effect was negative and significant for commercial
and industrial loans in EU-15, and positive in countries that newly accessed the
EU. For the consumer loans growth this impact was negative and significant only
in the EU-15. Mirzaei and Samet (2022) focus on loans growth in a sample of 91
countries and find huge diversity of the impact of interest rate, with significant effects
positive. Surprisingly, this study also uses inflation that proxies pricing conditions
in the real economy, and in some of statistically significant results inflation exerts
negative impact on credit growth. A negative effect of inflation on credit growth and
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on deposit growth is also found in a cross-country study by Bertay et al. (2015).
Considering this diversity of results in our study we do not predefine the expected
links between bank growth and interest rates.

Higher levels of Unempl denote worsened capability to repay debts by non-financial
borrowers. This results in a dampened quality of banks’ assets and reduced incentives
by banks to extend loans. Therefore. Unempl is associated with reduced asset growth
and loans growth. The effect on deposit growth, however, maybe positive because
depositors look for safe and liquid investments in periods of increased unemployment
and go for risky assets when the job market is flourishing. Leverage growth may
increase in the periods of rising unemployment, because of decreased levels of equity
capital associated with more loan losses. The opposite may be specific of decreased
unemployment. Therefore, we expect a positive effect of Unempl on leverage growth.
Competition; .1y indicates the competition intensity in the banking sector in country
j at moment t-1, and is computed at the industry (i.e., country) level. Following
earlier research on bank lending growth (Leroy and Lucotte, 2019; Kouretas et al.,
2020) in our study, we apply a non-structural indicator of the degree of market
competition i.e., the Lerner index (Lerner). The Lerner index has been widely adopted
in empirical research (Claessens and Leaven, 2004; Berger et al., 2009., Fu et al.,
2014; Fungéacova et al., 2017; Alam et al., 2018; Leroy and Lucotte, 2017, 2019;
Alam et al., 2018; Danisman and Demirel, 2019; Davis and Karim, 2019; Kouretas
et al, 2020). It expresses banks’ ability to keep their prices over their marginal costs
and is an inverse measure of competition intensity. With the Lerner the degree of
competition is given by the range 0 to 1. In the case of perfect competition, the
Lerner index equals 0; under a pure monopoly it is 1; values ranging between 0
and 1 indicate monopolistic competition. In our study we proxy competition with
the annual country-level Lerner index (see also Fungdcova et al. 2017; Leroy and
Lucotte; 2019). Earlier evidence on the impact of competition on bank growth, in
particular credit growth, only makes ambiguous predictions about this link. Leroy
and Lucotte (2019) show a positive link between competition and bank-level credit
growth. Kuoretas et al. (2020) show both positive and negative effects, that depend
on the sample selection. Therefore, we do not make definite expectations as for the
regression coefficient on Competition. Previous research, however, does not show
any evidence on the links between competition and deposit growth and asset growth.
Leverage growth informs us about changes in the levels of the risk of insolvency
of the bank. Thus, the direction of association between competition and leverage
growth may be derived from previous studies on competition and stability. Beck
et al. (2013) in a cross-country study and Fu et al. (2014) in Asia Pacific show
positive overall links between the Lerner index and Z-score, implying that decreased
competition is associated with increased financial stability. In our analysis increased
leverage growth denotes decreased financial stability. Thus, we expect that the general
effect of our competition measure on leverage growth is negative. The business cycle
measure is captured with a country level annual real Gross Domestic Product Growth
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rate. Following previous literature (Bertay et al., 2015; Leroy and Lucotte, 2019;
Kouretas et al., 2020; Agoraki and Kouretas, 2021; Mirzaei and Samet, 2022), our
baseline assumption is procyclicality of bank growth, exhibited by a positive regression
coefficient of bank asset growth, loan growth and deposit growth on the Business
Cycle. Nitoi et al. (2019) show that leverage ratio is lower during busts. However,
literature does not give a clear guidance on the links between leverage growth and the
Business Cycle. We may expect increased leverage growth during economic downturns
because the capital buffers are depleted in such periods. This implies that the leverage
growth is negatively affected by the business cycle.

To evaluate the association between competition and procyclicality of banking growth
we introduce interaction term between the Business Cycle and Competition (see Leroy
and Lucotte, 2019; Kouretas et al., 2020). We model this with the following equation:

BGi j: = B(BSOV, ;) + aiBusiness Cycle; ,
+ apBusinessCycle; , x Competition, , ; + Intercept +v;; +¢¢  (2)

Business Cycle x Competition is our measure of the association between degree of
competition and procyclicality of bank growth.

The effect of a change in business cycle on bank growth can be expressed by the
derivative of (dBankGrowth; ;.)/(0Business Cycle;,) = a1 + asCompetition,, ;.
The economic meaning of regression coefficients of interest is as follows (see Leroy
and Lucotte, 2019). The a; denotes the effect of business cycle in countries
with perfect competition (Lerner=0). A positive (negative) sign on this coefficient
implies procyclicality (countercyclicality) of bank growth in perfectly competitive
environment. Under pure monopoly (Lerner=1) the overall sensitivity of bank growth
to the business cycle is a sum of a; and as. The as coefficient denotes the effect of
business cycle on bank growth conditioned upon a competitive environment. The
interpretations of the ay coefficients multiplied by Competition.;), are basically
twofold. If the coefficient is positive, this implies that low intensity of competition
results in greater procyclical bank growth, and vice versa (i.e., more competition is
related with decreased procyclicality of bank growth). Such a regression coefficient
will be our test for hypothesis H1 (competition - stability view). A negative coefficient
on the interaction term of Business Cycle x Competition;.;) will imply that increased
competition (decreased level of the Lerner index) is associated with the increased
procyclicality of bank growth, which is in line with our hypothesis H2 (competition -
fragility view).

As for the bank-specific variables we control for potential endogeneity by including
one-year lagged values of each of these variables. Additionally, to deal with potential
endogeneity of the competition measures, we use the lagged value of Lerner index
(Albertazzi and Gambacorta, 2009; Leroy and Lucotte, 2018). Our sample is hugely
diversified in terms of the number of banks and observations per country, therefore
in our study we apply bank-clustered standard errors (Nichols and Shaffer, 2007;
Cameron and Miller, 2015). In the main results we will apply a fixed-effects model.
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3.2 Data and preliminary results

The data in our analysis merge bank and country-level items. All bank balance-
sheets and income statements data is taken from the Bankscope database published
by Bureau Van Dijk (BVD). The sample period of our study spans 2004-2015 in 110
countries both high income and developing (listed in the Appendix in Table .
Our dataset is taken from the earlier version of the BVD database which included
bank level data collected by the Fitch Ratings agency. Its huge advantage is that it
covers the pre-crisis data before 2008. However, it ends in 2015. We cannot replace
or merge this data with more recent Orbis database, due to the following reasons:
(1) change in the financial data supplier (Moody’s instead of Fitch); (2) changes in
the codes of the banks; (3) limited time horizon of the data (only the last 9 years of
data is available). Our data for the Lerner index available from the Global Financial
Development Database (GFDD) ends in 2015, which additionally prompts us to use
the 2015-year limit in our data. We apply several filters to remove potential data
errors and outliers. Data for all variables are winsorized to the 1% and 99% tails of
their distributions to mitigate the impact of outliers. We focus on those banks for
which we have at least 6 consecutive years of observations on loans and assets. With
this time span we aim to consider the average length of the business cycle. This step
is necessary to measure the procyclicality of bank growth — the main research area of
this study. Such an approach also gives us the opportunity to preserve the benefits of
the panel dimension of our sample. In effect, the number of observations used in our
regressions is over 69,000 or 80,000 (depending on the bank growth variable), with
the number of banks over 8000. Country-level data used in this research are taken
from the International Financial Statistics Database (published by the International
Monetary Fund) and the Global Financial Development Database (published by the
World Bank). Our sample includes 64 low-income countries and 46 high-income
countries (see Table in Appendix). The definitions of our variables and their
data sources are included in Table [1l

The variables of interest in our study show that the mean Assets Growth equals 7.08
percent, with a standard deviation of 14.04 percentage points. The average Loans
Growth and Deposits Growth equal 7.06 and 7.03, respectively. The mean Leverage
Growth is negative -0.41, suggesting that banks increased their equity capital and
thus financial stability has been improved. The mean Business Cycle value is 2.04,
with a standardized variability of 2.68. As Table shows (see Appendix), there is
a huge diversity of the average Lerner index across countries, with a mean value of
0.266 and a standard deviation of 0.09 (see Table [2 Panel A). The correlations (in
Table [2] Panel B) indicate a statistically significant association between bank growth
and most explanatory variables. In particular, the correlation coefficient for Business
Cycle is positive for all growth measures, but for the Leverage Growth, for which it
is negative and insignificant. Positive links between asset growth, loans growth and
deposit growth and Business Cycle imply procyclicality of bank activity. The same

M. Olszak and I. Kowalska 320
CEJEME 15: 311-344 (2023)



www.czasopisma.pan.pl P N www.journals.pan.pl

Procyclicality of Bank Growth ...

‘oseqegep adoosyuryg
‘oseqeep adoosyurg

‘oseqegep adoosyueg

‘oseqegep adoosyuryg

‘oseqe)ep adoosyuryg

Aued PIIOM Jo A IO
oy} ur o[qerear [J0) pue oseqejep
aag oyj Sumsn pejndwioo uweeq sey
s[qerrea oy} ‘eseqejep odoosyueg

fued PIIOM Jo dddD
oyl Ul o[qe[lea® [J{) puUR oseqelep
aag oyj Suisn poindwiod usd(q Ssey
o[qelrea o)  ‘eseqeiep odoosyueg

Aued PIIOM Jo ddAD
oy} ul s[qe[tea [dD pur 8seqejep
aag oyj Sursn pejnduwiod uesq ser|
a[qerrea oy} ‘oseqejep odoosyueqg

(+) () ()

sueo[
o3rIoAR 0} UISIRUL }SOI0YUT 19N

orjyel sjosse 0} Aymbr
oryel syisodop 09 sueor

reydeo
Aymbs  Aq  popIAIlp  S)esSY

Aymbygy /sessy
M  perxoxd st o8eIoAdr]
‘o8rIoAa] oY) UI 93URYD [enUUY

(1-9smsoda(q)ury
-(1 sysode)ur] se ponduwiod
sjisodep JO 9jel YIMOI3 [ROY

(T-3sueo)uT
-(3 sueoq)u se pojnduwod
sueo[ JO ojel YMOI3 [edy

(1-3 spessy)ur]
-(1syessy)ur]  se  peyndurod
sjosse Jo ojel [moIS [eoy

NIN
dvo
ayl

oFeIoA0]
IMOIY)

EXACYEl

IMOIX)

syisoda(

YIMOIY) SUROT

YIMOIY) S198SY

eJep JO 92IN0g

YIMOIY)  [YIMOIY) [IMOIY) [JMOIK)
o8eronor] syisodo(]  SUROT 19SSy

:UO S[(RLIRA JO 109JJ0 PaYoadxyy

UONIUYOP S[eLIEA

uIRU O[(RLIRA

$90IN0S B)RP PUR [IM0I3 JUmueq U0 090 pojoadxa ‘SUOIIUNOpP ‘SoUIeu o[qRLIBA T 9[(®],

M. Olszak and I. Kowalska
CEJEME 15: 311-344 (2023)

321



www.czasopisma.pan.pl P N www.journals.pan.pl

Malgorzata Olszak and Iwona Kowalska

aseqeje(J

yuotrdoraad (] [eroueur reqorn

SdI

SAT

SdI

aseqelep
‘puny AIe)oUO]N [RUOIIRUISIUT

aseqejep
‘puny AIejoUo]y [RUOIIRUISIUT

aseqejep
‘pun AIe)OUOJN [RUOI}RUIIIUT

‘oseqegep adoosyuryg

‘oseqejep adoosyuryg

‘oseqegyep adoosyuryg

‘oseqeyep adoosyueqg

‘oseqeyep adoosyueqg

-/+) /) /) /)

Q)
() (/+)

XOPpUI I9UIo] uoryrpedmo))

99eI YIMOIX) 1oNPOIJ
D1JSOWIO(] SSOIY) [edl [BnUUY  S[0AD ssaulsng

a3er juetnAoiduweu ) [dusupn

aoue)s Aorjod Arejauoly are1 Aorjoq
S)osse JO WI}LIRSO] [RINJRN] ozIg
OI)el S)OSS® 0} SUROT y /sueor]

syisodep 1owo9sno/ (syisodop
IoUIo)snNd - SueO[ 19U [BI0]) JVO Lypmbry

sueo[
o8eroae 0} suoistaroxd ssof-uror| 1/d711
sjosse 09 sjpisodo(] v/dad

®Jep JO 92IN0g

[IMOIY)  [IMOIY) TIMOIr) [YIMOIr)
oderono sjisodo(]  SUROT  S19SSY

U0 9[qeLIeA JO 109]jo pajoadxy

UOIIUYSp d[qelle) OSUIRU J[qeLIBA

"JU0D S9OINO0S BIRDP PUR [1M0I3 SUINuRq U0 109 pajoadxe ‘SUOIIUYop ‘soureu a[qeLIeA T 9[qR],

322

M. Olszak and I. Kowalska

CEJEME 15: 311-344 (2023)



www.czasopisma.pan.pl P N www.journals.pan.pl
TN

Procyclicality of Bank Growth ...

Table 2: Descriptive statistics and correlation matrix. Panel A: Descriptive statistics

Mean Std. Dev. Min Max  #Observ.

Assets Growth 7.08 14.04 -48.49 85.72 83,182
Loans Growth 7.06 15.92 -53.90 103.88 69,946
Deposits Growth 7.03  13.81 -36.46 71.76 81,387
Leverage Growth -0.41 139.83 -739.64 691.47 82,617
Leverage 10.40 4.40 1.13 48.49 83,182
LtD 74.87 26.42 7.36 268.22 83,182
CAP 11.21 5.70 2.06 85.65 83,182
NIM 4.04 1.63 -0.23 16.47 69,946
DEP/A 83.60 9.59 9.13 94.58 69,946
LLP/L 0.69 1.05 -1.75  9.53 69,946
Liquidity GAP  -24.27 23.88 -92.64 168.22 69,946
Loans/A 60.19 16.64 3.22 92.28 82,617
Size 12.50 1.74 8.98 18.48 83,182
Policy rate -0.17 1.15 -16.59 22.26 83,182
Unempl 7.08 285 0.50 31.10 83,182
Business cycle 2.04 2.68 -14.81 34.50 83,182
Competition 0.27  0.09 -2.56 094 83,182

Note: Variable names and definitions in Table 1. Source: Authors analysis with the Bankscope dataset.
Computed in STATA.

can be inferred for leverage growth because excessive leverage growth may be specific
to economic downturns.

4 Main empirical results

4.1 Discussion

Table 3] presents the baseline results obtained by the estimation of Equation[I} Before
going on with the analysis of the role of competition on procyclicality, we shortly refer
to the effects of bank-specific variables on the banks growth variables. We find that
Leverage exerts a negative effect on asset growth. The opposite is found for LtD.
These results are consistent with earlier evidence. Large banks tend to grow slowly,
because the statistically significant coefficient of Size is negative. Expectedly, while
CAP and NIM have a positive effect on loans growth, the impact of DEP/A, LLP/L,
Liquidity GAP and Size is negative. LtD and CAP are associated with increased
deposits growth, consistent with previous evidence (Bertay et al., 2015). In contrast
to Bertay et al. (2015), Loans/A have a negative effect on deposits growth. In line
with expectations, large banks experience decreased deposits growth rates, because
the coefficient on Size is negative. The leverage growth increases with the level of
LtD ratio, which is consistent with the view that the use of interbank lending
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improves the capital adequacy requirements. As expected, Loans/A are associated
with a decreased (but not statistically significant) leverage growth. The same is found
for Size, implying that large banks are characterized by a declined leverage growth.
Focusing now on macroeconomic variables, we find that Policy rate enters with
negative coefficient in all three out of four bank growth models, suggesting that
increased interest rates reduce the assets, loans and deposits growth. Increased
unemployment rate is associated with decreased loans growth which is in line with
earlier evidence (Beatty and Liao, 2011). Our results seem to support the view
that safe and liquid investments (such as deposits) are more desired during increased
unemployment, and thus deposits growth is positively affected by Unempl. Consistent
with the view that increases in unemployment are associated with damaged quality
of loans and worsened capital adequacy, leverage growth is positively affected by
Unempl.

For all specifications in Table [2| we can see a positive and significant relationship
between the Business Cycle and individual bank — level growth, which indicates that
bank growth is procyclical. Such a general effect is in line with Bertay et al. (2015).
This effect ranges between 0.184 and 0.343 and is the strongest for the loans growth
equations and the most moderate for the deposits growth model. In most estimations
the effect of Lerner is negative, suggesting that decreased competition is associated
with a reduced growth of banks.

Table 4| reports the regression results for Equation . Since in this model we include
interaction terms the interpretation of the regression coefficient of Business Cycle,
and of Business Cycle x Competition depends on the degree of competition intensity.
First, we consider the Lerner=0 (perfect competition). Under this assumption
the a; coefficient is negative and statistically significant for the assets growth,
loans growth and deposits growth models. These effects imply that under perfect
competition the bank growth is countercyclical. In the opposite case, i.e., under pure
monopoly (Lerner=1), we find that the as coefficient is positive, suggesting increased
procyclicality of bank growth. The procyclicality is as follows 1.625 (=1.732-0.107)
for the asset growth, 2.085 (=2.214-0.129) for the loans growth, and 1.528 (=1.721-
0.193) for the deposits growth model. The overall effect of the business cycle on
the bank growth, therefore, depends on the level of competition intensity. The more
competitive the banking industry is, the less procyclical the growth will be. Looking
at the statistically significant coefficient, we note that under average Lerner index
(=0.266) the link between business cycle and the bank growth will equal 0.354, 0.46,
0.265, for the assets, loans and deposits growth, respectively. This result implies that
any decrease in the degree of competition is associated with an increased procyclicality
of the bank growth. Therefore, our results support hypothesis H1, that increased
competition reduces procyclicality of the bank growth. Our results for the loans
growth are in line with earlier research focusing only on credit of European banks by
Leroy and Lucotte (2019) and Kouretas et al. (2020).
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Table 3: Baseline results

Asset growth Loans growth Deposits growth Leverage growth

(1) (2 (3) 4)
Leverage;._1) -0.006***
(0.000)
LtD q.1) 0.058*%* 0.160%%* 1.169%*
(0.006) (0.012) (0.077)
CAP(,.1) 0.708%** 0.523%%*
(0.054) (0.044)
NIM (1) 0.020
(0.142)
DEP/A (¢.1) -0.350%%*
(0.028)
LLP/L;.1) _2.348%*
(0.099)
Liquidity GAP ;) -0.262%%*
(0.011)
Loans/A 1) -0.032%* -0.515%%*
(0.018) (0.125)
Size(t,n -12.721%** -11.949%** -10.500%** -48.340%**
(0.283) (0.376) (0.275) (2.169)
Policy rate -0.218%** -0.069 -0.167** 1.177*
(0.060) (0.080) (0.065) (0.652)
Unempl -0.056* -0.986*** 0.116%** 1.805***
(0.032) (0.040) (0.032) (0.310)
Business Cycle 0.277*** 0.343*** 0.184*** -0.502
(0.031) (0.044) (0.033) (0.325)
Competition<t_1) -7.294%%* -8.961*** -5.291%%* -68.834%**
(1.087) (1.612) (1.101) (10.501)
R-squared 0.173 0.234 0.140 0.029
F(p-value) 0.000 0.000 0.000 0.000
#Observ. 83,182 69,946 81,387 82,617
#Banks 8,416 8,178 8,395 8,413

Notes: This table shows the regression results with the bank growth as dependent variables estimated with
FE using Equation Robust standard errors clustered at bank level are reported below their coefficient
estimates. Intercept is also included but not displayed. Definitions of variables used in the analysis are
presented in Table[T] *, ** and *** indicate statistical significance at 10%, 5% and 1% levels, respectively.
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Table 4: Procyclicality of banking growth and competition

Asset growth Loans growth Deposits growth Leverage growth

) (2 (3) (4)
Leverage ;1) -0.006%**
(0.000)
LtD(y.1) 0.057%%* 0.160%** 1.170%#
(0.006) (0.012) (0.077)
CAP(;.1) 0.716%%* 0.526%%*
(0.054) (0.044)
NIM(t_l) -0.008
(0.142)
DEP/A (.1 -0.350%*
(0.028)
LLP/L( 1 -2.336%
(0.098)
Liquidity GAP (1) -0.264%**
(0.011)
Loans/A ;.1) -0.036%* -0.521 %
(0.018) (0.125)
Size(t_l) -12.583*** -11.751%** -10.346*** -48.173%**
(0.283) (0.376) (0.275) (2.190)
Policy rate -0.250%** -0.090 -0.196%** 1.140%*
(0.061) (0.080) (0.066) (0.652)
Unempl -0.042 -0.968*** 0.132%** 1.821%**
(0.032) (0.040) (0.032) (0.311)
Competition(t_l) -12.327%** -15.147%** -10.449%** -74.788%**
(1.283) (1.856) (1.323) (12.683)
Business Cycle -0.107** -0.129* -0.193%** -0.964
(0.053) (0.073) (0.061) (0.613)
Business Cyclex
s 1.732%** 2.214%%* 1.721%%* 2.070
x Competition ;1)
(0.234) (0.337) (0.261) (2.407)
R-squared 0.174 0.235 0.142 0.029
F(p-value) 0.000 0.000 0.000 0.000
# Observ. 83,182 69,946 81,387 82,617
# Banks 8,416 8,178 8,395 8,413
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4.2 Robustness checks

We also conduct additional tests to ensure that our results presented in Table 4 are
not biased due to the choice of the business cycle measure, country’s characteristics,
or competition intensity measure. Thus, in sensitivity analysis we focus on the role of
the income-level of the country, the market structure, the alternate proxy of bank
competition, the change in the proxy for Business Cycle, and the change of the
estimation technique. We also assess what is the role of competitive pressures on
procyclicality of growth in CEE countries. Tables report the results.

Prior research gives some support to the view that income level is associated
with implementation of regulations that reduce procyclicality (Cerutti et al., 2017).
Claessens et al. (2014) show difference in the response of bank growth to the use
of borrower targeted macroprudential instruments between emerging (low-income)
and developed (high-income) countries. Considering this heterogeneity, we run
Equation applying a proxy for the income level to evaluate its role in: (1) the
cyclicality of growth, (2) the links between competition and cyclicality. We divide
our sample of countries into two sets, low- and high-income countries, following the
classification of countries included in the Global Financial Development Database (see
Table in the Appendix).

To test the effect of income level on the procyclicality bank growth we introduce
an interaction term between income-level dummy and the Business Cycle. In our
analysis we include only low - income dummy variable because the results for the
high-income countries are identified for the regression coefficients without interaction
terms that cover this income dummy. The results of this test are included in Table
The coefficient of Business Cycle informs about the effect of the business cycle on the
bank growth under a perfectly competitive environment (Lerner=0) in high-income
countries. This coefficient is negative and significant for the assets growth, loans
growth and deposits growth, and ranges between -0.512 and -0.366, implying that the
bank growth is countercyclical in high-income countries under perfect competition.
However, the leverage growth tends to be negatively associated with the business
cycle in high-income countries. This implies an increased procyclicality of leverage
growth in perfectly competitive banking sectors. For developing countries, we find the
opposite result. In particular, the regression coefficients of Low income x Business
Cycle is positive under perfect competition for all bank growth variables. The results
for the assets growth, loans growth and deposits growth range between 1.192 and
1.486 and imply that the bank growth is procyclical in developing countries. A
positive regression coefficient of Low income x Business Cycle (equal to 3.201) in the
leverage growth model implies that leverage growth is countercyclical under perfect
competition in low-income economies.

The regression coefficient on the double interaction of Business Cycle X
Competition;.;) informs about the effect of business cycle in high income countries
depending on the degree of competition intensity. Under monopoly (Lerner =1) the
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Table 5: Sensitivity analysis - role of competition low-income versus high-income
countries

Asset growth Loans growth Deposits growth Leverage growth

(1) (2) 3) (4)
Leverage 1) -0.006***
(0.000)
LtD(y.1) 0.056%+* 0.163%%* L175%%
(0.006) (0.012) (0.078)
CAP(y 0.723%%% 0.521%%*
(0.053) (0.044)
NIM (.1 0.053
(0.142)
DEP/A ;1) ~0.347%%*
(0.028)
LLP/L ;1) -2.252%%%
(0.098)
Liquidity GAP (1) -0.268%**
(0.011)
Loans/A 1) -0.042%* -0.536%**
(0.018) (0.126)
Size(t_l) -12.475%** -11.470%** -10.263*** -47.596***
(0.286) (0.372) (0.279) (2.217)
Policy rate -0.083 0.058 -0.049 1.379%*
(0.061) (0.079) (0.067) (0.678)
Unempl -0.193%** -1.135%** 0.008 1.718***
(0.031) (0.039) (0.031) (0.327)
Competition(t,n -3.348%* -9.038%** -3.122%%* -80.705%**
(1.325) (1.902) (1.377) (16.277)
Low-income X
% Comptetition(t_l) -4.977 20.526%** -4.277 44.964
(3.182) (5.031) (3.499) (32.639)
Business Cycle -0.434%%* -0.366%** -0.512%** -1.884%%*
(0.054) (0.062) (0.061) (0.751)
Business Cyclex
x Competition(y_1 1.192%** 1.384%** 1.486*** 4.661
(0.243) (0.275) (0.262) (3.433)
iog;:ifi}:;eéycle 1) 1.175%%* 2.025%** 1.080*** 3.201%*
(0.150) (0.256) (0.163) (1.553)
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Table 5: Sensitivity analysis - role of competition low-income versus high-income
countries cont.

Low-income X
x Business Cycle (4.1)X .0.790 -2.965%** -1.003* -8.592
x Competition ;.1)

(0.527)  (0.851) (0.575) (5.427)

R-squared 0.180 0.242 0.146  0.029
F(p-value) 0.000 0.000 0.000  0.000
#Observ. 83,182 69,946 81,387 82,617
#Banks 8,416 8,178 8,395 8,413

bank growth is procyclical in high-income countries because all regression coefficients
are positive and statistically significant at 1% (but for the Leverage growth). The
positive coefficient on this interaction term informs that in high-income countries
any decrease in competition is associated with greater procyclicality of assets, loans
and deposits growth. The overall procyclicality for high-income countries equals
0.758 (=1.192-0.434) for the assets growth, 1.018 (=1.384-0.366) for loans growth and
0.974 (=1.486-0.512) for the deposits growth. Therefore, in high-income countries our
competition -stability hypothesis (H1) is supported, that more competitive banking
industry is associated with decreased procyclicality of the bank growth. In contrast
to this, for low - income countries we find that decreased competition is associated
with statistically significant reduction in procyclicality of the loans growth and the
deposits growth. Thus, our findings for low - income countries are therefore in line
with the competition-fragility hypothesis (H2), that more competition in the banking
industry is associated with increased procyclicality. In summary, our results provide
evidence for hypothesis H3, that the links between procyclicality of the growth and
competitive environment depend on income level of a country.

Prior studies also use market structure as a proxy for competition intensity (see
Bouvatier et al., 2012; Kouretas et al., 2020). Therefore, we run additional models
of Equation , applying assets concentration of three largest banks in a country.
We denote this variable as Market Structure CR3. We would like to highlight that
the concentration ratio is in fact not a direct measure of competition. Thus, the
empirical results for this measure may be different from the effects of the Lerner
index. In Table |§| we find that reduced market concentration (CR 3 ratio closer to
0) is associated with the increased procyclicality of the asset and the deposit growth,
and with a reduced procyclicality of the loans growth. More concentrated banking
sectors show greater procyclicality of the loans growth and declined procyclicality of
the deposit growth. As for the leverage growth we find that less concentrated banking
sectors are associated with negative links between the leverage and Business Cycle —
implying more procyclicality.
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Table 6: Procyclicality of growth and market structure proxied with CR3
(concentration ratio of assets 3 largest banks)

Asset growth Loans growth Deposits growth Leverage growth

1) (2) (3) 4)
Leverage ;1) -0.006***
(0.000)
LtD 1) 0.060%** 0.161%%% 1.193%%
(0.006) (0.012) (0.077)
CAP () 0.684%%% 0.510%%%
(0.053) (0.044)
NIM(t_l) -0.013
(0.139)
DEP/A ;1) -0.356%*
(0.028)
LLP /L1 -2.354%%%
(0.099)
Liquidity GAP (1) -0.263%**
(0.011)
LoanS/A(t_l) -0.034* -0.521%**
(0.018) (0.124)
Size(t_l) -12.891%** -12.151%** -10.748%** -48.939%**
(0.285) (0.373) (0.274) (2.139)
Policy rate -0.252%%* -0.117 -0.163*** 0.514
(0.060) (0.072) (0.062) (0.608)
Unempl -0.089%*** -1.040%** 0.071%* 1.591%**
(0.032) (0.040) (0.032) (0.309)
Market Structure CR3 0.064*** 0.035%* 0.112%** -0.219
(0.014) (0.016) (0.015) (0.139)
Business Cycle 0.302%*** -0.068 0.318%*** -1.511*
(0.079) (0.102) (0.084) (0.815)
Business Cyclex -0.002 0.007%%* -0.004%* 0.007
X Market Structure CR3
(0.002) (0.002) (0.002) (0.018)
R-squared 0.173 0.233 0.142 0.028
F(p-value) 0.000 0.000 0.000 0.000
#Observ. 83,847 70,506 82,016 83,276
#Banks 8,447 8,212 8,426 8,440
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Table 7: Sensitivity analysis - role of change in the competition measure - Boone

indicator
Asset growth Loans growth Deposits growth Leverage growth
(1) (2 (3) (4)
Leverage 1) -0.006***
(0.000)
LtDs.1) 0.059%** 0.156%** 1.215%%*
(0.006) (0.012) (0.078)
CAP(,.1) 0.706%** 0.507%*
(0.053) (0.044)
NIM(.1) -0.053
(0.138)
DEP/A( 1 -0.353%*
(0.029)
LLP/L;.1) -2.423%%%
(0.099)
Liquidity GAP (¢_1) -0.260%**
(0.011)
Loans/A ;.1 -0.031* -0.553%%*
(0.018) (0.125)
Size(,.1) A12087FFF  L12.267FFF _10.817% -48.301 %+
(0.283) (0.371) (0.273) (2.149)
Policy rate -0.271%** -0.167** -0.184%** 0.295
(0.060) (0.072) (0.062) (0.608)
Unempl -0.039 -0.955%** 0.118%** 1.637***
(0.032) (0.040) (0.033) (0.316)
Competition Boone_1) -4.6T0%** -5.433%** -1.871%* -33.745%*
(0.960) (1.469) (1.109) (14.957)
Business Cycle 0.265%** 0.316*** 0.144*** -0.722%*
(0.032) (0.042) (0.034) (0.338)
]iu(s;;l::efi}tlicileleoone(t_l) 0.349%** 0.403** 0.052 3.607**
(0.128) (0.174) (0.157) (1.697)
R-squared 0.176 0.237 0.142 0.029
F(p-value) 0.000 0.000 0.000 0.000
#Observ. 82,738 69,652 80,946 82,207
#Banks 8,448 8,211 8,427 8,442
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Table 8: Sensitivity analysis - the role of GDP per Capita

Asset growth Loans growth Deposits growth Leverage growth

(1) (2 3) (4)
Leverage 1) -0.006***
(0.000)
LtD p) 0.058%** 0.161%%* 1.170%
(0.006) (0.012) (0.077)
CAP(t_l) 0.713%** 0.524%**
(0.054) (0.044)
NIM 1 -0.009
(0.142)
DEP/A ;1) -0.350%%
(0.028)
LLP /L.y 2,334
(0.098)
Liquidity GAP (1) -0.263***
(0.011)
Loans/A 1) -0.036%* -0.518***
(0.018) (0.125)
Size(,.1) S12580%FF  JIL78EFFF -10.353%% -48.215%%*
(0.282) (0.375) (0.275) (2.186)
Policy rate -0.243%** -0.090 -0.194%** 1.166*
(0.061) (0.080) (0.066) (0.651)
Unempl -0.051 -0.983%** 0.123%** 1.839***
(0.032) (0.040) (0.032) (0.306)
Competition(t_l) -10.810*** -13.303*** -8.946%** -71.012%**
(1.232) (1.792) (1.242) (11.640)
GDPG per capita -0.040 -0.115 -0.164%** -0.706
(0.053) (0.074) (0.061) (0.603)
GDPG per capitax
% Competition(t_l) 1.537*** 2.174%%* 1.634%** 1.038
(0.237) (0.346) (0.261) (2.368)
R-squared 0.174 0.235 0.142 0.029
F(p-value) 0.000 0.000 0.000 0.000
#Observ. 83,182 69,946 81,387 82,617
#Banks 8,416 8,178 8,395 8,413
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Table 9: Sensitivity analysis - procyclicality in CEE countries

Asset growth Loans growth Deposits growth Leverage growth

VARIABLES (1) (2) (3) (4)
Leverage.1) 0.001
(0.001)
LtD¢.1) 0.008 0.175%** 0.786**
(0.028) (0.052) (0.380)
CAP (.1 -0.580%%* -0.320%*
(0.164) (0.149)
NIM (1) 0.966*
(0.523)
DEP/A (¢.1) -0.269%*
(0.107)
LLP/L;.1) ~1.530%%*
(0.371)
Liquidity GAP (1) -0.264%%*
(0.042)
Loans/A 1) -0.038 0.844
(0.084) (0.833)
Size(t,w -18.206%** -20.808*** -18.436%** -57.907F**
(1.176) (1.402) (1.197) (10.986)
Policy rate 0.523** 0.611** 0.359 -0.573
(0.213) (0.270) (0.236) (2.848)
Unempl -0.880*** -1.293%** -0.664%** 3.530*
(0.163) (0.201) (0.173) (1.894)
Competition(_y  -15.092 -1.350 -25.769%*** 2.757
(9.304) (11.389) (8.995) (86.235)
Business Cycle 0.773%** 1.150%*** 0.677*** -2.058
(0.099) (0.116) (0.106) (1.318)
R-squared 0.332 0.441 0.290 0.031
F(p-value) 0.000 0.000 0.000 0.000
#Observ. 2,398 1,954 2,302 2,399
#Banks 282 271 282 282
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Table 10: Sensitivity analysis - the effect of competition on procyclicality in CEE
countries

Asset growth Loans growth Deposits growth Leverage growth

1) (2 ®3) (4)
Leveragey.1) 0.001
(0.001)
LtD 1) 0.011 0.176*** 0.787%*
(0.027) (0.052) (0.380)
CAP ;1) -0.593*** -0.318**
(0.163) (0.149)
NIM 1) 0.990*
(0.526)
DEP/A 4.1y -0.263**
(0.107)
LLP /L1y -1.557%**
(0.378)
Liquidity GAP (¢_1) -0.261%**
(0.042)
Loans/A 1) -0.034 0.846
(0.084) (0.838)
Size(y-1) -18.247*** -20.768*** -18.47T7F** -57.928***
(1.198) (1.425) (1.214) (11.007)
Policy rate 0.616*** 0.673** 0.404* -0.542
(0.222) (0.273) (0.242) (2.836)
Unempl -0.882%** -1.300%** -0.667*** 3.528%*
(0.164) (0.202) (0.173) (1.895)
Competition . 1) -4.414 4.836 -19.439** 5.851
(9.267) (11.197) (9.238) (99.563)
Business Cycle 1.908%** 1.946%%* 1.358%** -1.717
(0.356) (0.466) (0.351) (4.290)
Business Cyclex
x Competition .1, -4.445%** -3.177* -2.657%* -1.345
(1.419) (1.857) (1.332) (16.325)
R-squared 0.336 0.442 0.292 0.031
F(p-value) 0.000 0.000 0.000 0.000
#Observ. 2,398 1,954 2,302 2,399
#Banks 282 271 282 282
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Third, our results might also be affected by choice of the competition measure.
Therefore, we run alternate models in which we apply the Boone indicator (Leroy
and Lucotte, 2017; Kouretas et al., 2020), instead of the Lerner index. The Boone
indicator measures the effect of changes in marginal costs on profits and can be
interpreted as the measure of the banking sector’s sensitivity to marginal costs (Aysan
and Ozturk, 2018). This indicator is generally negative and informs about the
percentage decrease in profits resulting from a 1 percent increase in the marginal
cost (Aysan and Ozturk, 2018). It is based under idea that the negative relationship
between marginal costs and profit is steeper in more competitive banking markets,
meaning that more efficient companies tend to increase their market share of profits
(Cafién et al., 2022). Thus, the Boone indicator should take on higher values in
absolute terms (i.e., more negative values) when competition increases (Kick and
Prieto, 2015). The basic drawback of the Boone indicator, in comparison to the
Lerner index, is that there are no reference values for this indicator that definitely
state what level of the Boone reflects perfect competition or monopoly. Generally,
values close to 0 reflect proximity of monopoly. However, we cannot tell what values
below 0 indicate proximity of perfect competition. Thus, in the analysis of the models
that include the Boone indicator, we look at the signs of the regression coefficients
on the Business Cycle x Competition Boone — to check whether they are in line
with results presented in Table @ In Table [7] we give further support to the findings
presented in Table [dl We find that the coefficient of Business Cycle x Competition
Boone is positive and significant in the assets and loans growth models, implying
that increased competition is associated with the reduced procyclicality of growth.
Under the assumption that Boone indicator = 0 denotes monopoly, the positive and
significant coefficients on Business Cycle in the assets, loans and deposits growth
models imply that the uncompetitive banking sectors are more procyclical. Thus, we
infer that the competition-stability hypothesis (H1) is further supported in the full
sample.

A fourth way to check the robustness of our results consists in replacing the Business
Cycle measure of the real GDP growth rate with a real GDP per capita growth
rate (denoted as GDPG per capital). This robustness check also allows us to report
estimation results consistent with Table

In particular, we still find under Lerner equal to 0 (perfect competition) the bank
growth is countercyclical, because the coefficients on GDPG per capita are negative.
Positive coefficients on the double interaction term of GDPG per capita x Lerner(.;)
give further support to hypothesis H1, that more competition is associated with
reduced procyclicality. Therefore, we still find support for the main results presented
in Table [

Our next sensitivity check consists of analysis of the role of competition in Central
European Countries (CEE). In Tables |§| and (10| we generate regressions for the CEE
sample that replicate the results presented in Tables [3] and [d] respectively. The
results presented in Table [3]show that bank growth in procyclical, with procyclicality
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enhanced for the asset growth, deposit growth and loans growth. In Table [I0]
we provide evidence that weakened competition is associated with the decreased
procyclicality of bank growth, which is statistically significant. This result contradicts
our results presented in Table [4 for the full sample. Thus, for the CEE countries, the
competition — fragility seems to be supported as expressed in Hypothesis H2, that
decreased competition in banking industry reduces the procyclicality of bank growth.
In our sensitivity analyses we have also conducted more checks, including the change in
the estimation technique and the analysis of non-linearity of effects of competition (see
e.g., Kouretas et al., 2020). The use of alternate estimators, like 2 -step robust GMM
technique and Random Effects estimator provides that same baseline conclusion, that
more competitive banking sectors are less procyclical. Analysis of the non-linearity
of effects does not show any statistically significant effects of squared competition
measure on procyclicality of bank growth.

5 Conclusions

This paper’s aim was to find out what is the role of competitive environment in
shaping the procyclicality bank growth. Using a cross-country sample covering over
8000 commercial and cooperative banks operating in over 100 countries in 2004-
2016, we tried to find out how competition intensity affects the links between bank
growth and the business cycle. Our analysis aimed to test three hypotheses. Firstly,
following the competition — stability perspective, we said that increased competition
in the banking industry was associated with decreased procyclicality of bank growth.
Secondly, following the competition-fragility perspective t, we assumed that a more
competitive environment was associated with increased procyclicality of the bank
growth. Thirdly, does income level matter for the links between competition and the
procyclicality of bank growth?

Our results in the full sample support the competition-stability hypothesis. We find
that under perfect competition bank growth is countercyclical and any decrease
in competition intensity is associated with greater procyclicality of the asset, the
loans and the deposits growth. The effects on the procyclicality of leverage growth
are opposite because we find that increased competition is associated with greater
procyclicality of leverage.

Our sensitivity analysis shows that the links between competition and cyclicality of
the assets, deposits and credit growth depend on the income-level of a country. We
show that the competition-stability hypothesis is supported in high-income countries.
For developing countries, we find the opposite effects. Our results are robust to
alternate measure of competition intensity and to change in the measurement of the
business cycle.

Overall, the results emphasize the importance of a competitive environment for
procyclicality of bank growth. They may be considered by regulators and supervisors
responsible for macroprudential policy. As we show that competition may reduce
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procyclicality, decision-makers should consider it in design and choices about
macroprudential policy tools. Moreover, they should consider the income-level group,
because it matters for the links between competition and procyclicality of bank
growth.

Our study considers only competition as a potential explanation for the diversity in
procyclicality of bank growth. Obviously, there are other factors shaping the links
between bank growth and the business cycle, such as regulations and supervision.
The association between competition and procyclicality of bank growth may be also
diversified, depending on regulations and supervision. Therefore, future research can
be further extended by assessing the potential diversity of the links between the
procyclicality of bank growth and competition.

Acknowledgements

We gratefully acknowledge the financial support provided by the National Science
Centre (NCN) in Poland, decision no. DEC-2016/23/B/HS4,/02230. This paper’s
findings, interpretations, and conclusions are entirely those of the authors and do not
necessarily stand for the views of the institutions with which the authors are affiliated.

References

[1] Adrian T., Shin H. S., (2010), Liquidity and leverage, Journal of Financial
Intermediation 19(3), 418-437.

[2] Agoraki M. E. K., Kouretas G. P.; (2021), Loan growth, ownership, and
regulation in the European Banking Sector: Old versus new banking landscape,
Journal of International Financial Markets, Institutions and Money 75(C),
101450.

[3] Alam N., Hamid B. A., Tan D. T., (2019), Does competition make banks riskier
in dual banking system?, Borsa Istanbul Review 19(1), S34-S43.

[4] Albertazzi U., Gambacorta L., (2009), Bank Profitability and the Business Cycle,
Journal of Financial Stability 5(4), 393-409.

[6] Aysan A. F., Ozturk H., (2018), Does Islamic banking offer a natural hedge for
business cycles? Evidence from a dual banking system, Journal of Financial
Stability 36, 22-38.

[6] Bank of England (BOE), (2009), The role of macroprudential policy,
Bank of England Discussion Paper, (November), available at: |http:
//estaticos.expansion.com/estaticas/documentos/2009/11/doc_banco_
inglaterra23112009.pdf.

339 M. Olszak and I. Kowalska
CEJEME 15: 311-344 (2023)


http://estaticos.expansion.com/estaticas/documentos/2009/11/doc_banco_inglaterra23112009.pdf
http://estaticos.expansion.com/estaticas/documentos/2009/11/doc_banco_inglaterra23112009.pdf
http://estaticos.expansion.com/estaticas/documentos/2009/11/doc_banco_inglaterra23112009.pdf

www.czasopisma.pan.pl P N www.journals.pan.pl
TN

Malgorzata Olszak and Iwona Kowalska

[7] Barattieri A., Moretti L., Quadrini V., (2021), Banks funding, leverage, and
investment, Journal of Financial Economics 141(1), 148-171.

[8] Beck T., De Jonghe O., Schepens G., (2013), Bank competition and stability:
cross-country heterogeneity, Journal of Financial Intermediation 22(2), 218-244.

[9] Berger A. N., Klapper L. F., Turk-Ariss R., (2009), Bank competition and
financial stability, Journal of Financial Services Research 35, 99-118.

[10] Bertay A. C., Demirgiic-Kunt A., Huizinga H., (2015), Bank ownership and credit
over the business cycle: Is lending by state banks less procyclical?, Journal of
Banking & Finance 50(C), 326-339.

[11] Borio C., (2014), The financial cycle and the macroeconomics: What have we
learnt?, Journal of Banking and Finance 45(C), 182-198.

[12] Borio C., Furfine C., Lowe P., (2001), Procyclicality of the financial system and
financial stability: issues and policy options, BIS Papers Chapters 1(1), 1-57,
available at: http://ideas.repec.org/h/bis/bisbpc/01-01.html.

[13] Bouvatier V., Lépez-Villavicencio A., Mignon V., (2012), Does the banking sector
structure matter for credit procyclicality?, Economic Modelling 29(4), 1035—
1044.

[14] Boyd J. H., De Nicolé G., (2005), The theory of bank risk taking, and competition
revisited, Journal of Finance 60(3), 1329-1343.

[15] Burietz A., Ongena S., Picault M., (2023), Taxing banks leverage and
syndicated lending: A cross-country comparison, International Review of Law
and Economics 73, 106103.

[16] Cameron C. A., Miller D. L., (2015), A practitioner’s guide to cluster-robust
inference”, Unpublished paper, University of California.

[17] Canén C., Cortés E., Guerrero R., (2022), Bank competition and the price
of credit: Evidence using Mexican loan-level data, International Review of
Economics and Finance 79(C), 56-74.

[18] Carlson M., Shan H., Warusawitharana M., (2013), Capital ratios and bank
lending: A matched bank approach, Journal of Financial Intermediation 22(4),
663-687.

[19] Cerutti E., Claessens S., Laeven L., (2017), The Use and Effectiveness of
Macroprudential Policies: New Evidence, Journal of Financial Stability 28(C),
203-224.

[20] Claessens S., Ghosh S. R., Mihet R., (2014), Macro-Prudential Policies to
Mitigate Financial System Vulnerabilities, IMF Working Paper, WP /14/155.

M. Olszak and I. Kowalska 340
CEJEME 15: 311-344 (2023)


http://ideas.repec.org/h/bis/bisbpc/01-01.html

www.czasopisma.pan.pl P N www.journals.pan.pl
TN

Procyclicality of Bank Growth ...

[21]

[22]

Craig B., Dinger V., (2013), Deposit market competition, wholesale funding, and
bank risk, Journal of Banking and Finance 37(9), 3605-3622.

Danisman G. O., Demirel P., (2019), Bank risk-taking in developed countries:
The influence of market power and bank regulations, Journal of International
Financial Markets, Institutions and Money 59(C), 202-217.

Davis E. P., Karim D., (2019), Exploring short- and long-run links from bank
competition to risk, European Financial Management 25(3), 462-488.

Dursun-de Neef H. O., Schandlbauer A., (2020), Procyclical leverage: Evidence
from banks’ lending and financing decisions, Journal of Banking and Finance

113(C).

Fu X. M., Lin Y. R., Molyneux P., (2014), Bank competition and financial
stability in Asia Pacific, Journal of Banking and Finance 38(1), 64-77.

Fungécova Z., Shamshur A., Weill L., (2017), Does bank competition reduce cost
of credit? Cross-country evidence from Europe, Journal of Banking and Finance
83(C), 104-120.

Kabir M. N.,; Worthington A. C., (2017), The ‘competition—stability/fragility’
nexus: A comparative analysis of Islamic and conventional banks, International
Review of Financial Analysis 50(C), 111-128.

Keeley M. C., (1990), Deposit insurance, risk and market power in banking,
American Economic Review 80(5), 1183-1200.

Kick T., Prieto E., (2015), Bank risk and competition: Evidence from regional
banking markets, Review of Finance 19(3), 1185-1222.

Kouretas G. P., Pawlowska M., Szafranski G., (2020), Market structure and
credit procyclicality: Lessons from loan markets in the European Union banking
sectors, Economic Modelling 93(C), 27-50.

Landau J., (2009), Procyclicality — What It Means and What Could be Done,
Procyclicality and the Role of Financial Regulation, 1-6, available at: https:
//www.bis.org/review/r090805d.pdf|

Leroy A., Lucotte Y., (2017), Is there a competition-stability trade-off in
European banking?, Journal of International Financial Markets, Institutions and

Money 46(C), 199-215.

Leroy A., Lucotte Y., (2019), Competition and credit procyclicality in European
banking, Journal of Banking and Finance 99, 237-251.

341 M. Olszak and I. Kowalska
CEJEME 15: 311-344 (2023)


https://www.bis.org/review/r090805d.pdf
https://www.bis.org/review/r090805d.pdf

www.czasopisma.pan.pl P N www.journals.pan.pl
TN

Malgorzata Olszak and Iwona Kowalska

[34]

[35]

[36]

Lim C., Columba F., Costa A., Kongsamut P., Otani A., Saiyid M., Wezel T., Wu
X., (2011), Macroprudential Policy: What Instruments and How to Use Them?
Lessons from Country Experiences, IMF Working Paper 11/238.

Mirzaei A., Samet A., (2022), Effectiveness of macroprudential policies: Do
stringent bank regulation and supervision matter?, International Review of
Economics and Finance 80(C), 342-360.

Olszak M., Pipiei M., Kowalska I., Roszkowska S., (2017), What Drives
Heterogeneity of Cyclicality of Loan-Loss Provisions in the EU?, Journal of
Financial Services Research 51(1), 55-96.

Olszak M., Roszkowska S., Kowalska I., (2019), Do macroprudential policy
instruments reduce the procyclical impact of capital ratio on bank lending?
Cross-country evidence, Baltic Journal of Economics 19(1), 1-38.

Olszak M., Kowalska I., Roszkowska S., (2018), Macroprudential policy
instruments and procyclicality of loan-loss provisions — cross-country evidence,
International Journal of Financial Institutions, Markets and Money 54(C), 228—
257.

Phan H. T., Anwar S., Alexander W. R. J., Phan H. T. M., (2019), Competition,
efficiency and stability: An empirical study of East Asian commercial banks,
North American Journal of Economics and Finance 50(C).

Saif-Alyousfi A. Y. H., Saha A., Md-Rus R., (2020), The impact of bank
competition and concentration on bank risk-taking behavior and stability:
Evidence from GCC countries, North American Journal of Economics and
Finance 51(C).

Schaeck K., Cihdk M., (2010), Competition, efficiency and soundness in banking:
An industrial organization perspective, Tilburg University European Banking
Center Discussion Paper.

Schaeck K., Cihdk M., Wolfe S., (2009), Are competitive banking systems more
stable?, Journal of Money, Credit, and Banking 41(4), 711-734.

Tabak B. M., Fazio D. M., Cajueiro D. O., (2012), The relationship between
banking market competition and risk-taking: Do size and capitalization matter?
Journal of Banking and Finance 36(12), 3366—3381.

Wheeler P. B., (2019), Loan loss accounting and procyclical bank lending: The
role of direct regulatory actions, Journal of Accounting and Economics 67(2-3),
463-495.

M. Olszak and I. Kowalska 342
CEJEME 15: 311-344 (2023)



www.czasopisma.pan.pl P N www.journals.pan.pl

Procyclicality of Bank Growth ...

A Appendix

awoour ySTH €0 G6 41 AeMION OUIOOUI-MOT] 710 99 6 Aoy meq
T ' o3uo)
SUIOOUT-MO] 120 (478 ST BIIOFIN  9WODUI-MO] 9¢'0 0€ ¥ eIquIo[on
auwodut YSIH 810 a8 01 pueB[eaZ MON OUWOOUI-MOTT geo 796 VIl BUIYD
auwodut YSIH ¥1°0 8GT 61 SPURIOYIDN dwooul YSIH €20 ¥8 81 SIL(e]
AuIooUL-MO] 810 (434 ¥e [edoN ewooUI-MOT ¥€0 86T 91 erresg
AuIodUL-MO] gco L6 01 onbrqurezoy owodur YSTH c0°0- gcl 4t epeue)
QUWIOOUT-MO'] 9z2°0 0g 9 000010\ OUIOJUI-MOT 0 8T ¥ puning
QWI0DUT-MO'] 10°0 9g L 0I80UDJUO]\ OUWIODUI-MOT] €0 8GT 9T eLedmng
AuIooUL-MO] 09°0 1C € BIOSUOI  9WOdUI-MO] [4a] 069 18 [fzerg
9UWI0OUT-MO'] 0€0 60T 11 RAOD[O]N] OUWIOOUI-MO] 120 ) ] 'UBRMSIOq
. . RUIAOGIZISH
SWroOUT-MO'] c9'0 80T 9¢ OOIXOJN  SUWIOOUL-MOT] 920 08T 1¢ pue erusog
QUIodUT-MO] L€°0 Vel 148 SUILIMEBIN  SWOOUI-MOT] 0€'0 00T 01 elaljog
auwodut YSIH 8¢0 69 9 BIEIN SWOOUI-MOT] 620 81 4 ozI[eg
AuIooUl-MO] 020 Ive ve ersfe[e]y owodUL YSTH ¥1°0 8€¢ °té wnis[eg
WI0OUT-MO'] G20 v ¥ IMR[R]\| OUWIOOUI-MOT] 9z2°0 ¥9 6 snaepg
auwodut YSIH €20 cl 4 SImMquexnT  SWOIUI-MO'] 120 |VX4 9¢ ysepesueq
auwodut YSIH ¥2¢'0 08 8 BIURNYII] SUWOdUL YSTH 8¢0 1937 g urerged
AUIooUL-MO] ¥0°0 GL LT uoueRqa] SWoOUr YSIH ¥€0 8¢ ¥ seuwreyeg
awodut YSIH 1€0 13748 LT BIAJRT  QWOOUI-MOTT 0€'0 ¥0T y1  uelrequozy
SWIOdUI-MO] o 148 ¢ orqndey zA81L31 ewoour ySIy €90 L8621 8el1 'LIISNY
owodut y3IH 9¢0 0c € JremMny]  SUWOdUT YITH cro ¥0¢ 1C elensny
awodut Y3IH (4] ¢l 48 "doy "ed103]  AUWOOUI-MOT] 0€0 gcl €1 elusuLIy
SUWIOOUT-MOT LE°0 ¥9¢ Le eAUD}]  SUWOOUI-MOT] [40] Ly €g  eunuesiy
SUWIOOUI-MOT 9€0 [qt ¢ UBpIOf QUWIOOUI-MOT] L2°0 Y01 1T e[oSuy
swodut Y3y 9¢°0 T€ET .21 uedef SUWOdUI-MOTT 17°0 arT 91 R1I3[Y
QUIOOUT-MOT ¥€0 v g Bolewle  QUIOOUI-MOTT 92’0 98 01 rluRqry
dnoi3 EXREIN] dnoi3 o3eIoAe
ATOSqQF# surgH# A1uno)) ATOSqQOF# suegH# A13uno))

swoou] uorjyeduwo))

swoou] uorjyeduwo))

Aryunoo 1od uonydirosep ojdwreg Ty o[qe],

M. Olszak and I. Kowalska
CEJEME 15: 311-344 (2023)

343



www.czasopisma.pan.pl P N www.journals.pan.pl

Malgorzata Olszak and Iwona Kowalska

QUWIOOUT-MOTT ce0 08T 12 B[ONZOUSA  SUWODUT YSTH 10 0cLy 14514 Aeat
awoour YSIH 61°0 081 L1 Aengnip) owodul Y3y 350 88 6 [oeIs]
awoour YSIH 130 £698¢ 82CS sojelg pajru[) dwodul YISy 6z'0 L9 L puepaI]
owodut YSIH 1€°0 108 €6 WOPSUIy] PajIu[) OUWOIUI-MOT] 9€°0 L8V g¢ elsouopuy
QUWIOOUT-MOT] gco 08¢ ve QUIBL[) SWOOUI-MOT] L2°0 0LG qq erpujy
QUWIOOUT-MOTT 8¢°0 gcl1 14! epues[) swodul ySIg 12°0 1T C pueeo]
swoour yStyg Gce o 9 4 oseqor, puv awooul ySiy 220 CTT e Areguny
o pepruLLy, o
QUWIOOUT-MOT 6€°0 S0T 0T puefrey ], dwoour YSiy 90°T- 8CC 9¢ Suoyp Suoy
owodut Y3IH 91°0 G101 10T PUBISZIIMG  SUWIOOUL-MOT] 920 08T 8T SeInpuoyq
awodut Y3IH ce0 V61 61 Uopamg  SWOodUI-MOT] 81°0 9 T ey
UWIOOUT-MOT [qay 6C1 cl exue] LG dwooul YSIH [4aqy] a8 6 99991
swodut Y3y €€°0 5 68 uredg  owWOdUI-MOT] L€0 iad! 91 rURYD
SWIOOUT-MO'] 91°0 8¢l ¢l ®OLYY [INOg dwoour YSiy 11°0- 9¥.L0T 901 Aueurtor)
owoour YSIH 1¢°0 44! o BIUSAO[S  9WIOOUL-MOT] 1€°0 €¢ 14 e131005)
owoour YSIH L0 LG L oqndey Yeao[s ewodUl-mO] ¥c'0 0¢ & elqures
awoour YSIH LL0 78 6 alodedurg ewodour Y3y 02°0 LLGT 791 eouel]
QUWIOOUT-MOT] 00 PASH LC ®IqI9g  Swooul YSIH 60°0 aL 8 pueulg
OUIOOUT-MOT] 12°0 €eco 9G), Hotyeiopal aUWIOOUT-MO"] ¥G°0 68 6 erdoryyy
) ueissny : ) )
QUWIOOUT-MOTT gco 161 61 BIURUIOY  SWOdUT YSIH ve0 1€ 14 eIUO)SH
awoour YSIH 61°0 st 61 [eSnjIog  Suwooul-mory G0°0 vee e 1d43H
owoour YSIH 1€°0 88¢ €e pug[od SwodUl-MOT (48] ¥0¢€ 9€ randod
URDIUTWO(]
QUIOOUT-MOTT 120 91¢ [44 sourddiiyq ewodur ySry 0€°0 98¢ 8¢ A rewrua g
UWIOOUT-MOT 0€°0 8¢T 14! nmg ewodur y3ry 9¢°0 91 91 orqndey yoez)
SUIOJUT-MOT 61°0 %291 1 Aengereq owodul YITH 0€°0 {9 o1 snad£D
SUWIOOUT-MOT geo [qxd 18 'UIRUR SUWOdUT YSTH 8¢'0 06¢ 62 CISLER)
QUIOOUT-MOTT LT°0 11¢ 1¢ ueisp{ed QuWOOUI-MOT] Gc'o IVl VI oY ®Is0D
dnoi3 oFeIoAe dnoi3 a8erore
ATOSqOF# surgH# A1guno)) ATOSqQO# squeg# A1unop)

swoou] uorjjeduwio))

swoou] uorjeduro))

oo A1punod rod uonduosep oidwreg 1y o[qe],

344

M. Olszak and I. Kowalska

CEJEME 15: 311-344 (2023)



	Introduction
	Literature review and hypotheses development
	Methodology and data description
	Methodology
	Data and preliminary results

	Main empirical results
	Discussion
	Robustness checks

	Conclusions
	Appendix

