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Motivation

Credit market interventions by central banks
• Corporate Sector Purchase Programme (“CSPP”) by the ECB (2016-)
• Corporate Credit Facilities (“CCF”) by the Fed (2020-2021)

Intended consequences
• Contraction in corporate credit spreads
• Restoring proper functioning in credit markets
• Allow banks to re-allocate lending to credit constrained borrowers

Unintended consequences: this paper
• Zoom on German “credit-saturated” market
• Real-estate credit and prices
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What the paper does, in one slide

CSPP allows “treated banks” to re-allocate credit
• Relative to control, treated banks reduce credit to CSPP firms by

1.6pp...
• ... and increase credit to real-estate asset managers by same amount

Credit reallocation affects German real estate prices
• Real estate asset managers in “treated counties” increase debt by 6%
• Treated counties’ real estate prices (rent) increase 3.1% (1.7%)
• Effect concentrated onto apartments

Consequences for financial stability
• Treated banks’ HY exposure increases 1.5pp
• Treated banks’ portfolio concentration increases 3%
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Brief background on ECB corporate bond purchases
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CSPP announcement effect on credit spreads (GSS 2019)
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Bond debt of CSPP eligible firms (GSS 2019)



CSPP’s impact on bank portfolios

Identification Strategy: DiD comparing banks highly exposed to
CSPP-eligible firms with those less exposed

Result: Relative to control, treated banks reduce credit to CSPP firms by
1.6pp and increase credit to REAMs by similar amount
Treatment vs. control: share of CSPP firms in 2015 portfolio ≶ median
• ≈ 120 treated vs. 120 control German banks
• Identical on many dimensions, except...

• total loans (EUR 3bn for treatment, EUR 1.8bn for control)
• capital ratio (17.1% for treatment, 16.1% for control)
• share REAM (17% for treatment, 23% for control)

• → possible threats to identification, alternative stories for why
treated banks re-allocate to REAMs (relative to control)

• Solution:
• control for bank size, capital ratio in regression;
• matched sample based on size and profitability; suggestion: maybe

include initial REAM share? capital ratio?
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Non-financial corporate borrowers

Other threats to identification

• CSPP firms are very large multi-nationals; who are their lenders?
• Give a list of the largest treated and control banks? Split further

between (a) landesbanks, (b) sparkasse, (c) multi-national banks?



Mechanism

Why are REAMs the main beneficiary of bank portfolio reallocation?

• Post CSPP, treated banks end up “under-invested” and
“over-capitalized”;

• With bank equity capital issuance costly, treated banks do not return
capital to shareholders, but rather look for re-investment alternatives;

• Industries best able to rapidly take advantage of attractive bank
funding conditions?

• REAMs? Yes. They are “financial intermediaries” — they own apartments
(financed mostly with debt) and rent them out

• Traditional industrial and service firms? Not really. Upon sudden supply
of funding, takes time to deploy towards investing activities.

Explanation that leads to other questions
• Why did treated banks not invest temporarily into corporate bonds?

(quick way to deploy excess capital)
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CSPP’s impact on RE prices

Result on credit supply:

• Khwaja-Mian regression to establish that shock should be viewed as a
credit supply shock to REAMs. Evidence on loan spreads?

Result on real estate credit and prices:

• total debt of REAMs in treated counties increase 6% (vs. control)
• apartment prices (rent) in treated counties ↑ 3.1% (1.7%) (vs. control)
• → very high elasticity (vs. quantity) and semi-elasticity (vs. rates)!!!

Response of rents and the mechanism:

• REAMs use new debt funding to purchase and rent out apartments
• either these apartments were previously rented out, in which case rental

apartment supply is unchanged;
• or these apartments were previously owner occupied, in which case

rental apartment supply increases
• If apartment rental demand unchanged, why did rents increase?
• Price-rent ratio ↑ not necessarily sign of “over-valuation”
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