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MOTIVATION

• What has been the effect of pandemic and lockdowns on bank health and lending? 

• Theory and previous crises provide contrasting hypotheses and evidence on the effect of 
economic shocks on bank lending

• Lending retrenchment due to dropping collateral values and increasing agency conflicts 
(Gertler and Bernanke, 1989) or bank losses and inability of banks to raise new capital

• During early months of GFC: increase in C&I loans on banks’ balance sheet, due to drawdown 
of credit lines

• Clearer theory and evidence on loan conditionality: tightening)

• Already vast literature on Covid-19 and banking; this paper: how does exposure to 
pandemic and lock-downs affect banks’ behaviour

• Role of government support programmes; specifically, PPP



REGIONAL VARIATION IN COVID-19 AND LOCKDOWN POLICIES

• US paper



BANKS HAVE BEEN EXPOSED DIFFERENTLY TO THE CRISIS

• Measure of bank exposure to COVID-19 and lockdown policies: use 2019 branch deposit 
shares in total deposits as weights for each county



COVID-19, LOCKDOWNS AND UNEMPLOYMENT

Both spread of COVID-19 and lockdown policies 
explain variation in unemployment 



COVID-19, LOCKDOWNS AND BANK HEALTH



BANK HEALTH AND THE COVID SHOCK



COVID-19, LOCKDOWNS AND BANK LENDING



BANK LENDING AND THE COVID SHOCK



BANK LENDING AND THE COVID SHOCK (2)



BANK LENDING AND THE COVID SHOCK (3)



PPP LOANS  - DEMAND VS. SUPPLY



SYNDICATED LOANS



COVID-19, LOCKDOWNS AND LOAN CONDITIONALITY



INTEREST RATES AND COVID SHOCK



MATURITIES AND COVID-SHOCK



SUMMARY

Banks geographically more exposed to the pandemic and lockdown policies show 

• an increase in loan loss provisions and non-performing loans

• an increase in lending to small businesses, but not in other lending categories,  

• an increase in interest spreads and decrease in loan maturities

Government-guaranteed loans replaced regular loans for small businesses

More exposed banks more likely to substitute PPP loans for regular loans

Important: results for US, but might provide insight for other advanced countries
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