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Hi Everyone,
     In our work, we are continuing to investigate the impact and implications of COVID-19.
What started as a health crisis, quickly turned into an economic crisis, causing significant
output losses – as we discussed with our Belarusian colleagues last week. But one of our
biggest fears is that the economic crisis will next turn into a financial crisis, which brings
us to the feature topic this month. Unlike in the last crisis, banks have actually been a
source of resilience this time around since they are better capitalized and more liquid than
they were in 2008. Nevertheless, the pandemic support they are being asked to provide
may generate a wave of insolvencies among firms and households leading to widespread
solvency problems. What will the future hold for banking systems? 

If you missed the ECA talk on this topic, you can watch it at the link below and
read related research.
     Also, if you are working on banking and COVID-19, I am co-editing a special
issue of the Journal of Banking and Finance on the Future of Banking in the
post-COVID-19 World, so please submit your papers to the journal by August
31st  – more details are provided below. Speaking of deadlines, 2020 ECA
Academy submissions are also due by August 31st. We are looking for the
latest research with relevant policy lessons for the countries in our region. If you
are Bank staff or consultant, don’t forget to submit your research.

Non-Pharmaceutical Interventions and Economic
Impact during the COVID-19 Pandemic event.

     I will not be sending you a newsletter in August (and hope you will be taking a break too!). But we will be back in
September and our first ECA talk on the 23rd will be with Daron Acemoglu, discussing the implications of COVID-19 on
governance. Do save the date. 
     Happy reading and enjoy the rest of your summer!
     Asli

FEATURE STORY

Future of Banking in Post-COVID-19 World
The effects from the COVID-19 crisis came on top of the
combination of persistently low interest rates, regulatory
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changes, and competition from shadow banks and new
digital entrants that have challenged the traditional bank
business model over the past decade. In the recent ECA
Talk, panelists including BIS Head of Financial Stability
Policy Department Stijn Claessens discussed the future of
banking in the post-COVID-19 world, examining the
competitive responses of the different players, the
associated policy and regulatory issues.

Video and Event information Presentation by Stijn Claessens Presentation by Allen N. Berger

RELATED RESEARCH

 A Decade after the 2009 Global Recession : Macroeconomic and Financial Sector Policies
Wee Chian Koh, Shu Yu, World Bank Policy Research Working Paper 9289 – June 2020
The experience of the global recession in 2009 highlights the need for well-timed, appropriately calibrated domestic
stabilization policies, but also the benefits of international cooperation and coordination in support of strong and
sustained global growth and financial system stability. This study constitutes an extensive stocktaking of the evolution of
macroeconomic policies used by EMDEs before, during, and after the 2009 global recession and distills lessons that are
relevant for policymakers today.

 What is Fueling Fin Tech Lending? The Role of Banking Market Structure
Tetyana Balyuk, Allen N. Berger, John Hackney, SSRN – June 2020
The authors analyze the growth of small business lending in the U.S. by FinTech lending platforms. The findings suggest
that FinTech tends to replace loans by large/out-of-market banks more than small/in-market banks. Furthermore, FinTech
loans are relatively risky, but become safer after replacing bank loans.

 Owe a Bank Millions, the Bank Has a Problem: Credit Concentration in Bad Times
Sumit Agarwal, Ricardo Correa, Bernardo Morais, Jessica Roldán, Claudia Ruiz-Ortega, World Bank Policy Research Working
Paper 9202 – April 2020
This study looks at the dynamics of credit supply when a negative shock impacts a substantial share of bank loans. The
analysis shows that an increase of one standard deviation in ex-ante exposure to the energy sector increased loan
volume to borrowers in the sector by 18 percent and reduced loan rates charged by 6 percent.

 Mobilization Effects of Multilateral Development Banks
Chiara Broccolini, Giulia Lotti, Alessandro Maffioli, Andrea Presbitero, Rodolfo Stucchi, World Bank Policy Research Working
Paper 9163 – February 2020
Using loan-level data on syndicated lending to a large sample of developing countries between 1993 and 2017, this
study provides evidence of positive and significant mobilization effects of multilateral lending on the size of bank inflows.
The number of lenders and the average maturity of syndicated loans also increase.

 Bank Capital and Risk in Europe and Central Asia Ten Years After the Crisis
Deniz Anginer, Asli Demirgüç-Kunt, Davide S. Mare, World Bank Policy Research Working Paper 9138 – January 2020
The analysis shows that banks in Europe and Central Asia are better capitalized, as measured by regulatory capital
ratios, than they were prior to the global financial crisis. However, the increase in simple equity ratios has been smaller.
The authors argue that bank risk in the region is more sensitive to changes in simple leverage ratios than in regulatory
capital ratios.

http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1e7
http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1e8
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http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1ea
http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1eb
http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1ec
http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1ed
http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1ee
http://t.newsletterext.worldbank.org/r/?id=h9e416d8,403c1c8,403c1ef


BLOGS

 The sooner, the better: Early lockdowns save more lives and livelihoods 
 Asli Demirgüç-Kunt, Michael Lokshin, Iván Torre, July 9, 2020 
In the recent paper, the authors estimate the early economic impact of the pandemic by tracking high-frequency proxies
of economic activities across countries of Europe and Central Asia. Countries that implemented lockdowns in the early
stages of the pandemic are found to have better short-term economic outcomes, lower cumulative mortality and peak
death rates. In part, this is because speedier lockdowns have been able to contain the pandemic despite being less
stringent.
Read the blog »

 Will smart contracts usher in a new wave of financial inclusion?
Ivor Istuk, Oya Ardic, Jeff Allen, July 8, 2020
A recent World Bank report focuses on smart contracts’ potential applications to financial inclusion and their implications.
It concludes that smart contracts can drive inclusion among consumers and micro, small, and medium-sized enterprises
in certain financial services, such as insurance and supply-chain finance.
Read the blog »

 A Call to action: the Covid-19 crisis and the future of banking
Allen N. Berger, Asli Demirgüç-Kunt, Fariborz Moshirian, Anthony Saunders, June 29, 2020
Unlike the Global Financial Crisis, the Covid-19 crisis was not caused by problems in the banking industry or capital
markets, yet the impact of this unprecedented set of aggressive government and central bank programs to counter the
crisis represents an unprecedented opportunity to learn what works and does not work in the banking sector. Submit your
papers to this special edition of the Journal of Banking and Finance on the Future of Banking by August 31st.
Read the blog »

 Who wins when banks distribute government loans? Funding small businesses in times of crisis
Alvaro Pedraza, Claudia Ruiz, May 12, 2020 
What issues arise when government credits or grants are channeled via private banks? Using loan-level data from the
Central Bank of Brazil for 2005 to 2016, the authors study how the allocation of government loans via private banks takes
place and examine cross-selling strategies that banks might be using when giving an earmarked loan to a firm.
Read the blog »

 Patterns - and some implications - of Covid-19 financial sector policy interventions
Alfonso Garcia Mora, May 7, 2020
The financial sector is a key element to help countries mitigate the impact of the crisis on firms and households, and to
support the recovery. Yet, a fundamental trade-off might arise between the positive countercyclical role that credit
institutions are called to play now, versus their future resilience, since lenders might exhaust their existing buffers while
experiencing deterioration of asset quality.
Read the blog »

CALENDAR OF EVENTS

September 23, 2020 at 10AM: ECA Talk featuring Daron Acemoglu, Elizabeth and James Killian Professor of

Economics at the Massachusetts Institute of Technology, on "What to expect from the Post-COVID State". 

August 31, 2020: Deadline for submissions to 2020 ECA Academy on relevant research for the region. 

Check ECA Lectures and ECA Talks to learn more about our past and future events.

 The ECA Research Notes newsletter is produced by the Europe and Central Asia (ECA) Chief Economist’s Office. Please send
comments, suggestions, and feedback to ECACEoffice@worldbank.org. 
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To learn more about us, click here. 
Read the ECA blog, Eurasian Perspectives 

Follow us on @WorldBankECA  and @ademirguckunt 
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