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Welcome to the Banco de España research update
The Banco de España is pleased to announce the release of the Fall 2018 issue of its Research Update. The Update
aims to inform both academic and policy-oriented economists and financial specialists about publications,
conferences, and other research activities at the Banco de España.
As usual, this issue includes several feature articles summarizing policy-relevant findings from recent Banco de
España projects in diverse areas of research. First, D. Kirpichev and E. Moral-Benito evaluate the effects of non-tariff
protectionist measures, showing that they significantly reduce export growth and negatively affect firms’ productivity
growth. Second, I. Argimón, C. Bonner, R. Correa, P. Duijm, J. Frost, J. de Haan, L. de Haan and V. Stebunovs, as
part of the latest project of the International Banking Research Network, compare how banks and insurance
companies in the US, Spain and Netherlands transmit home-country monetary policy internationally. They conclude
that the direction and strength of the effect depend on the degree of centralization of the bank’s internationalization
strategy. Third, P. Cuadrado, A. Lacuesta, M. L. Matea and F. Palencia-González argue that the recent increase in the
number of independent dealers relative to brand dealers affected prices and mark-ups in the Spanish gas market.
Next, A. Fuertes, R. Gimeno and J. Marqués employ a methodology to determine inflation expectations from zerocoupon yield curves of nominal bonds for Chile, Mexico, Brazil and Colombia, finding that for Brazil and Colombia
expectations are more volatile and less anchored. Fifth, G. Fiorentini, A. Galesi, G. Pérez-Quirós, and E. Sentana
propose an accurate estimation procedure to measure natural interest rates. They document a rise and fall in natural
rates for several advanced economies in the last five decades, which is mostly attributed to demographic changes.
Finally, O. Bover, L. Hospido, and E. Villanueva provide an overview of the methods and main results of the new
Survey of Financial Competences fielded in 2016 and 2017, designed to measure the knowledge and
understanding of financial concepts by the Spanish adult population.
Moreover, this Update reports on other Banco de España research news, such as recent publications and current
conferences, and profiles three newly hired researchers who are joining the staff of the Directorate General of
Economics, Statistics and Research at the Banco de España.
We highlight these and other research developments at the Banco de España in hopes that they will interest the
broader research community in Spain and internationally and thereby contribute to an improved understanding of
economic policy.
Óscar Arce
Ángel Estrada
Jesús Saurina
Research Committee,
Banco de España
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Features

The costs of trade protectionism: evidence
from Spanish firms and non-tariff measures
SUMMARY OF BANCO DE ESPAÑA WORKING PAPER Nº 1814
Dmitri Kirpichev AND Enrique Moral-Benito

The rise in non-tariff protectionist measures has been
associated to the weakness in global trade over the last
few years. We investigate the effect of non-tariff barriers
(NTBs) on export growth over the period 2009-2013
using administrative data at the firm-product-destination
level in Spain. According to our findings, non-tariff
protectionist measures significantly reduce export
growth at the product-destination level. Moreover, NTBs
also hinder export growth at the firm level and negatively
affect other firm outcomes such as productivity growth.
In contrast, the impact of liberalizing non-tariff measures
is not statistically significant.

The emergence of trade protectionism
The recent rise in trade protectionism threats has
coped the policy debates all around the world. Episodes
like Brexit in Europe or the Trump’s election in the United
States are examples of how protectionist feelings are
gaining momentum under the idea that trade protection
will bring more prosperity. Despite the ongoing
introduction of tariffs on goods traded between China
and the United States, increases in tariff rates are now
more difficult to implement than ever due to mechanisms
like the Most Favored Nation clause of the World Trade
Organization. With this mechanism, members of the
WTO cannot discriminate between trading partners and
must grant trade advantages equivalent to those of the
“most favored nation”. As a result, since the Global
Financial Crisis countries have resorted to the so-called
non-tariff measures in order to protect their national
industries (WTO, 2009).
These trade policies are murkier in the sense that they
are much more difficult to detect (Baldwin and Evenett,
2009). Protectionist actions based on non-tariff
measures (henceforth, NTM) include those policies
which hinder international competition and grant
benefits to local producers that do not involve a rise in
tariffs. Examples of those are sanitary and technical
requirements, which oblige imported products to abide
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by national standards regarding health and environmental
regulations. Other examples of such policies include
subsidies for exporting firms, requirements to buy local
inputs, tax-based incentives to export, or the
implementation of import and export quotas.
According to the Global Trade Alert database (https://
www.globaltradealert.org/), important trade partners of the
Spanish economy, such as Germany, France, China,
Brazil or Russia, are among the countries that have
implemented the largest amount of protectionist NTMs
since the Global Financial Crisis. In addition, the
products that were targeted by these measures
represent important shares of Spanish exports. For
instance, vehicles, electrical machinery, pharmaceutical
products or plastic products have been hit by NTMs. All
in all, a total of 1,340 NTMs that affected Spanish
exports were implemented over the period 2009-2013.
Out of these, 1,118 were protectionist measures, while
only 222 were liberalizing ones (where liberalizing
measures include removals of protectionist measures
and new policies that reduce trade barriers). These
figures suggest that rising protectionism in the form of
NTMs might be hindering Spanish exports, given the
relevance of the trading partners implementing these
policies as well as the products targeted.

The microeconomic effects of the so-called murkier
protectionism
In Kirpichev and Moral-Benito (2018), we identify the
presence of non-tariff protectionist measures and
quantify their impact on exports of Spanish firms over
the period 2009-2013. For that purpose, we combine the
Global Trade Alert database at the product-country
level with micro-level data on Spanish exporting firms
by product-country from the Banco de España's
Balance of Payments.
The contribution of our paper to the literature is
threefold: (i) we analyze the effects of protectionist
episodes consisting of increases in non-tariff measures,

EFFECT OF PROTECTIONIST NON-TARIFF MEASURES ON EXPORT GROWTH

Non-tariff protectionist dummy
(s.e.)
R-sq

TABLE 1

(1)
Over time

(2)
Across countries

(3)
Across products

-0.048***

-0.031***

-0.003

0.017

0.007

0.046

0.24

0.29

0.43

# observations

132,381

129,807

43,855

# firms

12,564

8,771

5,170

# countries

187

196

145

# products

118

117

118

Yes

No

No

Firm-product-year

No

Yes

No

Firm-country-year

No

No

Yes

Firm

Yes

No

No

Country

No

Yes

No

Product

No

No

Yes

Fixed effects (FE):
Firm-country-product

NOTES: Dependent variable is export growth at the ﬁrm-country-product level. Standard errors in paretheses are clustered at the product-destination level.
Sample covers 2009-2013.

while most of the existing literature analyzes liberalizing
episodes consisting of tariff decreases (Lileeva and
Trefler, 2010; Topalova and Khandelwal, 2011; Pavcnik,
2002; Amiti and Konings, 2007); (ii) we analyze the
effects of those measures on a country affected by
them (Spain in our case), while most of the existing
papers analyze the effects on local firms from the
country implementing the measures; (iii) our results
suggest that trade protectionism in the form of nontariff measures have indeed reduced the exports and
productivity of Spanish exporters.
In order to identify the effect of non-tariff measures on
export performance at the product-destination level, we
consider the following specification:
(1)
where X refers to export volume of product p to country
d from firm i in year t. NTMpd,t–1 is a dummy variable that
takes the value 1 if there is at least one non-tariff
measure affecting product p and country d and
implemented in year t−1. The measure can be either
protectionist or liberalizing. First, we inlcude protectionist
policies separately and then we repeat the exercise for
liberalizing measures (results do not vary when we
regress them jointly). Finally, different sets of fixed
effects (FE) are included in the specifications in order to
consider alternative strategies to enhance identification.
To be more concrete, we consider three types of
specifications. First, we exploit within time variation by
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including firm-product-country fixed effects. Identification
is thus based on a diff-in-diff strategy that compares the
change in exports in the same firm-product-country
triplet before and after the non-tariff protectionist
measure. Second, we include firm-product-year fixed
effects and use a diff-in-diff strategy comparing the
change in exports for the same firm-product-year triplet
across destinations (countries) with and without NTMs
implemented against Spain in the same year. Third,
we include firm-country-year fixed effects so that
identification is based on between-product variation for
the same firm-country-year triplet. We also add
some relevant covariates to these configurations such
as tariff barriers in order to control for possible
confounding factors.
Table 1 shows the results for these three different
configurations of fixed effects. In column (1) we report
the estimates for variation over time. The result is that
the introduction of a protectionist NTM reduces average
export growth by 4.8 pp. Column (2) uses variation
across destinations. Firm export growth is 3.1 pp. lower
on average in countries that have implemented
protectionist NTMs than in countries that have not
adopted such measures. All these effects are statistically
significant and have the expected sign. Finally, we find
non-significant effects in column (3), where we exploit
variation across products for the same firm-countryyear triplet. This lack of effect might reflect product
complementarities in exports at the firm level that are
not present across countries. In other words, the supply
chain is harder to adjust across products than across

FIRM-LEVEL EFFECTS OF NON-TARIFF MEASURES

TABLE 2

(1)
Exports growth

(2)
Output growth

(3)
Employment growth

(4)
TFP growth

-0.045***

-0.016***

-0.003

-0.027***

(s.e.)

0.003

0.006

0.005

0.01

Non-tariff liberalizing dummy

0.050

0.005

0.014

0.000

(s.e.)

0.051

0.008

0.009

0.015

R-sq

0.21

0.47

0.55

0.61

# observations

59,477

58,485

58,886

55,791

# firms

17,963

17,963

17,791

16,919

Firm fixed effects

Yes

Yes

Yes

Yes

Year fixed effects

Yes

Yes

Yes

Yes

Firm controls

Yes

Yes

Yes

Yes

Non-tariff protectionist dummy

NOTES: Dependent variable is export growth in column (1), output growth in column (2), employment growth in column (3) and TFP growth in column (4) at the
ﬁrm level. Sample covers 2009-2013. Standard errors in parenthesis are clustered at the ﬁrm level.

countries. For instance, imagine a firm exports a basket
of goods and one of them is subject to a protectionist
NTM. Then, it will be more costly for the firm to increase
exports of the other goods and reduce those of the
protected one than exporting the protected good to
some other country. Indeed, there are much less firms
exporting several products to the same country in our
data, only 5,170 firms against 8,771 exporting the same
product to several countries.
In the paper we perform additional exercises. We repeat
the estimation for liberalizing measures. The effect of a
removal of a protectionist NTM is smaller and not
statistically significant. This finding is consistent with
the presence of non-linearities in the impact of NTMs
depending on their nature, protectionist versus
liberalizing. Also, if non-tariff measures are implemented
in a broader package containing tariff measures,
omitting the latter would bias our estimates. However,
the inclusion of changes in tariff rates in the regression
does not alter significantly our estimates. Turning to the
different types of NTMs, we find particularly strong
negative effects of protectionist policies such as
financial measures and government procurement
regulations. In addition, we analyze the persistence of
NTMs by substituting our dependent variable based on
annual growth in Table 1 by cumulative growth over 1, 2
and 3 years. We find that protectionist measures have a
stronger effect over 2 years, while in the third year the
effect vanishes. This evidence suggests that NTMs are
costly in the short run but, overall, the firms that survive
learn how to adapt to the new scenario.
Finally, if firms are able to undo the NTM shocks by
increasing their exports to other product-destination
pairs, the negative impact on export growth at the
firm-product-destination level reported in Table 1
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would vanish at the firm level. In order to investigate
this possibility, we consider overall firm export
growth as our dependent variable and exposure to
non-tariff measures at the firm level as the regressor
of interest. In particular, we compute firm-level
exposure to NTMs as an export-weighted average of
the product-destination non-tariff dummy. The
resulting regressor ranges between zero and one and
can be interpreted as the share of firm's exports
exposed to the implementation of non-tariff
measures.1 A set of firm controls as well as firm and
year fixed effects are also included. In addition to
export growth at the firm level, we also consider three
alternative firm-level outcomes as our dependent
variable of interest, namely, employment, output
growth, and productivity growth.
Table 2 shows the results. In column (1) we find a
negative and statistically significant effect on export
growth at the firm level for protectionist measures and
not significant effects for liberalizing measures. In
column (2) we repeat the same exercise for output
growth, finding a sizeable negative and statistically
significant effect of protectionist NTMs. On average, the
introduction of a protectionist NTM reduces output
growth by 1.6 pp. Column (3) reports the same
specification for employment growth, where we do not
find statistically significant effects. Finally, column (4)
shows a negative effect on TFP growth coming from
protectionist NTMs. Overall, this evidence reinforces
the apparent negative effect of protectionist NTMs on
exporters' performance and the non-linear effect of
non-tariff measures.

 The average share in our sample is 7.2% while the median is 0
and the 90th percentile is 22.2%.
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Two main conclusions emerge from our analysis. On the
one hand, the rise of anti-globalization episodes like
Trump’s threats to free trade or Brexit is a legitimate
source of concern given the sizable costs that
protectionist non-tariff policies may imply. On the other
hand, the conventional “symmetry” assumption made
when estimating the effects of protectionism measures
using liberalization-based elasticities may not be
appropriate since the cost of protectionist measures
might be larger in magnitude than the gains from trade
liberalization.
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Financial institutions’ business models and the global
transmission of monetary policy
SUMMARY OF BANCO DE ESPAÑA WORKING PAPER Nº 1815
ISABEL Argimón, CLEMENS Bonner, Ricardo Correa,
Patty Duijm, Jon Frost, Jakob de Haan, Leo de Haan
AND Viktors Stebunovs

Using Dutch, Spanish, and U.S. confidential supervisory
data this study finds marked heterogeneity in the
transmission of monetary policy across banks, insurance
companies, and pension funds, across the three banking
systems, and across banks within each banking system.
While insurance companies and pension funds do not
transmit home-country monetary policy internationally,
banks do, with the direction and strength of the
transmission determined by their business models and
balance sheet characteristics. The paper is part of the
latest project of the International Banking Research
Network.

Introduction
The crisis has provided new arguments and evidence
to the debate of the cross-border spillovers of monetary
policy. Theoretical and empirical literature has
considered, among other aspects, the role of global
liquidity, the response of exchange rates or asset prices
and the relevance of internationally active financial
institutions for the international transmission of
monetary shocks.
We analyze the transmission of monetary policy through
financial institutions from an outward perspective,
exploring how domestic financial institutions adjust
their foreign lending to changes in domestic monetary
policy, through both their affiliates located in other
countries and via direct cross-border lending
by headquarters. Specifically, we examine whether
banks headquartered in the Netherlands, Spain, and the
United States transmit their home country’s monetary
policy differently to other countries, which banks’
characteristics are relevant for the transmission and
whether these banks transmit monetary policy differently
compared to insurance companies and pensions funds
headquartered in the Netherlands. We use supervisory
data for financial institutions headquartered in the three
countries. We apply a common methodology for each
separate country-specific data set and combine only
the output, as due to their confidential nature, we cannot
share the data. Buch et al. 2018 detail the empirical
strategy and refer to the cross-country studies included
in the latest project of the International Banking
Research Network, of which this research is part.
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Business models for international activity
The choice of countries in our study is important, as
we not only explore how monetary policy transmits
internationally, but also assess whether financial
institutions with diverse business models react
differently to monetary policy. We explore different
dimensions of the internationalization strategy that
could explain the different responses.
Figure 1, summarizes the business models of the three
banking sectors, along two dimensions (Committee on
the Global Financial System, 2010). The first dimension
is related to banks’ management of liquidity across
their global offices. Banks that conduct a substantial
amount of intragroup funding are classified as
centralized. The second dimension is related to the
degree of local intermediation conducted by global
banks. Banks that perform most of their global
operations through cross-border lending follow a more
centralized approach, while decentralized banks use
subsidiaries or branches (together labelled local
affiliates) to conduct their foreign activities. Such a
distinction is similar to the approach followed in
McCauley et al. (2010) to classify global banks into
multinational and international banks.
DEGREE OF BANKS’ (DE)CENTRALIZATION

FIGURE 1

NOTE: Intragroup funding is the share of total foreign intragroup liabilities to total
liabilities. A higher score indicates a more centralized country. Local intermediation is the minima of local assets and local liabilities for each counterparty
country summed over all counterparties and then divided by total foreign
claims. A higher score indicates a less centralized country. The vertical and
horizontal dashed lines represent the 75th percentile of the historical (since 2000)
distribution of the respective variables. The data for this ﬁgure are from the BIS
International Banking Statistics.

The figure reports measures of intragroup funding and
local intermediation for Dutch, Spanish, and U.S. banks
at four points in time: 2000:Q4, 2005:Q4, 2010:Q4, and
2015:Q4. At these four points in time, it is clear that the
banking sectors of the Netherlands (NL), Spain (ES),
and the United States (US) follow different business
models to conduct their foreign activities. Spanish
banks are mostly located in the lower-right quadrant,
with low intragroup funding and high local intermediation,
while the U.S. banks are mostly located in the upper left
quadrant, with low local intermediation and high
intragroup funding. The Dutch banking sector mostly
falls in between. These differences in business models
may help us explain the reaction of banks located in
these countries to monetary policy.

To identify the channels of monetary policy transmission
for banks, we use the technique introduced by Kashyap
and Stein (2000) and later applied by Cetorelli and
Goldberg (2012) to the international context. We explore
both the lending channel, with variables that may
capture funding frictions such as size, and the portfolio
channel with frictions that may affect the asset side of
banks’ balance sheets such as the capital ratio. To
identify the effect of monetary policy in the crosssection of banks and specifically the role of banks’
business model, we introduce an indicator of bank’s
centralization (Decentralb, t–4). We also include control
variables for banks (Xb,t–1), for domestic macro-financial
conditions
, for destination-country credit
demand (Zj,t–1) and for global factors (VIXt–1). In particular,
we estimate the following equation:

Monetary policy and business model
To test for the relevance of financial institutions’
business models on the international transmission of
home-country monetary policy, we divide banks
according to the type of foreign activities in which they
participate. Specifically, we compare banks that mostly
operate by lending to foreign residents from the head
office to those banks that establish affiliates abroad to
cater to their foreign clients. We label the first type of
banks “centralized”, while the second type are labeled
“decentralized”.
To formally test our hypothesis, we estimate equations
that explain the change in foreign claims of a bank b on
a given country j at a given time t (∆Yb,j,t), using banklevel confidential quarterly reports submitted by banks
to the prudential supervisor of the corresponding
country (the DNB, the BdE, and the Federal Reserve),
covering the period 2000:Q1 to 2014:Q4 for Spanish
banks and 2000:Q1 to 2015:Q4 for U.S. and Dutch banks.
For insurance companies and pension funds, the data
on foreign claims by country is collected by DNB as part
of the Dutch balance of payment statistics, which is
available at a quarterly frequency over the period
2006:Q1-2015:Q4. We merge this information with
quarterly balance sheet reports submitted by financial
institutions to their respective supervisors.
Monetary policy is captured by either the nominal
policy rate or the shadow rate (Krippner, 2013) for the
home country of a given bank (the euro area rates for
Dutch and Spanish banks) (
). Although during
most of the period under consideration monetary
policy was loosened, there were also periods when policy
became more restrictive. For instance, there is a
monetary tightening cycle just prior to the Global
Financial Crisis (GFC).
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We expect that banks that follow a centralized model
are more likely to be affected by domestic monetary
policy. In contrast, those that operate mostly through
decentralized foreign offices may be less sensitive to
changes in domestic monetary policy. In particular, we
expect that monetary policy tightening leads to a
reduction in both cross-border and local claims for
centralized banks. In contrast, we do not have a prior on
the total effect of monetary policy on cross-border
claims for decentralized banks and we expect no effect
on local claims.
Our results show that U.S. banks, which follow a more
centralized business model, are more sensitive to
domestic monetary policy changes than Dutch and
Spanish banks. When we conduct tests to assess the
importance of the bank lending channel on these banks,
we find that larger U.S. banks increase their foreign
exposures as monetary policy tightens. In contrast,
monetary policy appears to have a more negative effect
on the foreign exposures of the more decentralized
Dutch and Spanish banks.
We also test whether banks react to monetary policy
through the portfolio channel. We find that U.S. banks
with higher capital levels decrease their international
exposures as monetary policy tightens. We find similar
differences based on capitalization for the Netherlands
for cross-border claims, while Spanish banks do not
show any significant differences in their reaction to
monetary policy across levels of capitalization.
We further analyze the impact of monetary policy on
banks by comparing the reaction of centralized

and decentralized institutions to policy rate changes
within a country. We find that Dutch and Spanish banks
change their international exposures depending on their
business models. Decentralized Dutch banks increase
their cross-border claims as domestic monetary policy
tightens. Similarly, decentralized banks in Spain
increase their cross-border and total claims as policy
tightens, tilting their portfolios towards foreign claims.
It appears that global Spanish banks with foreign
affiliates are more willing to increase their cross-border
claims as a response to tighter monetary policy,
perhaps as a complement to the activities conducted
in those foreign offices.
Lastly, we find that insurance companies and pension
funds do not change their foreign claims in response to
monetary policy changes.

Conclusions
The existence of spillover effects from monetary policy
into financial institutions’ lending activity across
countries affects policy efficiency and financial stability.
Bank-specific characteristics and specifically its
international business model, as captured by an indicator
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of decentralized management, affects how banks
international lending adjusts to domestic monetary
policy stance.
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PRICE STRATEGIES OF INDEPENDENT AND BRANDED
DEALERS IN RETAIL GAS MARKET. THE CASE
OF A CONTRACT REFORM IN SPAIN
SUMMARY OF BANCO DE ESPAÑA WORKING PAPER Nº 1818
PILAR CUADRADO, AITOR LACUESTA, MARÍA DE LOS LLANOS MATEA
AND F. JAVIER PALENCIA-GONZÁLEZ

We analyse how the contract structure between gas
stations and the wholesale operator affects price
strategies. Using daily data on prices of different gas
stations in Spain, and exploiting the introduction of a
regional excise duty in gas stations, the paper finds that
independent dealers charge lower margins and react
more to competition than supplier operated and
branded dealers. We use this result to interpret the
inexistent reduction in markups that followed an increase
in independent stations due to a change in the Spanish
regulation that took place in 2013.

Introduction
Between 2011 and 2012 the Euro Area pre-tax
gasoline prices peaked from almost 600 euros/000
liter on the 3rd of January 2011 to 800 euros/000 liter
on the 27th of August 2012. The increase in Spain was
from 622 euros/000 liter to almost 820 euros/000 litre.
This raise in prices increased the public concern
regarding the competitive behaviour of the retail gas
market and whether dealers, especially those more
attached to the upstream supplier, were benefiting
from positive oil price shocks. In this paper we
analyse how price stations with different upstream
supply contracts are affected by changes in the
marginal cost of nearby competitors. We do so by
exploiting the introduction of heterogeneous regional
excise duties.
Understanding the price setting behaviour of the retail
gasoline market is important because most of the
automotive fuel is channelled through the gas station
network. Moreover, according to the input output
tables, gasoline is an important input in many key
sectors such as transportation and electricity. Using
the Spanish network of gas stations as a case study to
analyse this question is interesting in the international
context because (1) historically, station ownership has
been very concentrated among upstream suppliers;
and (2) Spain reacted to the raise in international oil
prices by passing a new regulation with the aim of
increasing competition in the retail segment by
changing the long lasting relationship between retailers
and suppliers.
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Pricing strategies in the retail gas sector by type
of contract
In order to explore the price setting behaviour of gas
retailers in Spain, we exploit a database of daily 95
octane gas prices, as notified by each gas station to the
Ministry of Energy, Tourism and the Digital Agenda,
covering the period January 1st 2011 to December 31st
2017. Note that gas stations are required to send
information on the prices charged, as well as on price
changes and gas station closures. Note also that prices
are gross of discounts and we have deducted taxes in
order to eliminate the possible distortions generated by
local tax differences. There are around 10,000 fuel
stations distributed along the Spanish territory. Moreover,
the database contains information on the type of contract
that the gas station has with respect to the major supplier.
There are three types of contract arrangements:1)
“Independent” gas stations have no exclusive dealing
arrangements with any major supplier; 2) gas stations
directly operated to a supplier (“supplier operated”); and
3) “branded” dealers, meaning those managed by an
independent operator with an exclusivity contract that
guarantees the supply of fuel from one single supplier.
The following equation estimates differences of
markups, defined as the pre-tax price of the 95 octane
gasoline minus the international wholesale price, by
type of contract:

where, pi,t refers to the pre-tax retail gas price in euros
per liter of the i station at the t period and gast to the
wholesale price in international markets. The two
dummy variables contractj are set equal to one when the
contract subscribed by the i station corresponds with
the type of contract j and their values are zero otherwise.
The number of competitors compi,t is defined as the
number of gas stations within a radium of 15 km. In
order to capture differences in the demand by location
and time we incorporate dummy variables of area and
time captured by γi,t. Finally, epsiloni,t is a random error
term. In this setting, the constant is the average markup
of independent dealers, and average markups of
branded and supply operated stations are characterized
by constant + αj.

STABLE LONG RELATIONSHIPS

TABLE 1

First
Speciﬁcation

Second
Speciﬁcation

Third
Speciﬁcation

Fourth
Speciﬁcation

-0.0000548***

-0.0000662***

0.000000887

0.00000587

(0.000)

(0.000)

(0.975)

(0.84)

0.0269746***

0.0277505***

0.0265198***

0.0272814***

(0.000)

(0.000)

(0.000)

(0.000)

0.0253902***

0.02581***

0.0256511***

0.0261756***

STABLE LONG RELATIONSHIPS
Dependent variable:
p i,t – gas t
Competitorsi,t
Contracti,t
Branded dealer
Supplier operated dealer

(0.000)

(0.000)

(0.000)

(0.000)

0.15043741 (a)

0.15059596 (a)

0.1475661***

0.1468385***

(0.000)

(0.000)

Daily fixed effects

Yes

Yes

No

No

Municipality fixed effects

Yes

No

No

No

Zip code fixed effects

No

Yes

No

No

CONSTANT

Daily and muncipality fixed effects

No

No

Yes

No

Daily and zip code fixed effects

No

No

No

Yes

21,156,573

21,190,843

21,156,573

21,190,843

0.505

0.522

0.637

0.633

0

0

0

0

Number of observations
Adjusted R2
Prob > F

SOURCE: Author's calculations.
NOTES: Robust p-values standar errors are reported in parenthesis. The asterisks *, ** and *** indicate signiﬁcance at a conﬁdence level of 90%, 95% and
99%, respectively.
a These constants correspond to the average of predicted values for the dependent variable in the correspondent regression case. Hence, it is not fully comparable
with the estimated constants for the others two especiﬁcations where there is a baseline for a speciﬁc day and a particular geographic zone.

Table 1 shows the results. As it is observed in columns
1 to 4, independent dealers are the ones setting the
lowest markups (15 cents/liter in average over
the analyzed period), while markups of supplier operated
and branded dealers are higher and very similar to each
other (around an additional 2.5 cent/liter).

local market, the imposition of this tax is exogenous
to local economic conditions, being more generally
related to regional fiscal problems. The paper shows
that there is enough variation by region and time to
identify changes in markups of bordering stations.
We estimate the following equation:

One potential explanation for those lower markups is
that independent stations compete more fiercely against
other nearby stations. In order to have a clean natural
experiment of how competition affect prices, we exploit
exogenous changes in marginal costs of actual
competitors by different types of gasoline dealers. In
particular, we use a discretional regional excise duty
(IVMDH) levied on competing gasoline stations.
The IVMDH is an excise duty levied on the volume of
fuel sold. It was introduced in 2002 in order to increase
the revenues of the regional governments. Since then,
regions could decide to establish a tax subject to a
ceiling that is currently set at 4.8 cent /liter. Most of the
regions only decided to use this possibility during
the last recession, as a way to alleviate their fiscal
problems. That is the reason why, within a particular

BANCO DE ESPAÑA

11

Research update, FALL 2018

Where
is a dummy variable indicating
that the station has at least one competitor that faces a
fiscal disadvantage and
is a dummy
indicating that the station has at least one competitor
that faces a fiscal advantage. The variable DifIVMHD
indicates the size of the difference in taxes between one
region and the other. As a consequence, the coefficients
β(j)+ and β(j)– identify the percentage of the differential
tax relative to that of the competitor that is passed to
the consumers via prices. As an example, β(j)+ = 1
means that the gas station with a fiscal advantage

charges 100% of the tax differential to their consumers,
whereas β(j)– = –1 means that the gas station with fiscal
disadvantage reduces its markup by the total amount of
the tax-differential.

competition tend to reduce the pass through of levied
tax. On the other hand, those stations that do not face
the levy do not increase markups, since the magnitude
of the coefficient is very small.

The first specification in table 2 shows that gas stations
that are at the border and have a fiscal disadvantage
tend to reduce their markups. The economic magnitude
of this decrease is 60% of the size of the imposed tax.
These results are consistent with those obtained by
Stolper (2016), suggesting that those stations with more

The second specification repeats the exercise but
distinguishing by type of gas station. We observe
differences by type of contractual arrangement. In
particular, independent stations with a fiscal
disadvantage appear to decrease their markups to
fully compensate for their higher marginal costs
(a coefficient of 1 suggests a 100% decrease of
markups). On the other hand, neither supplier operated,
nor branded dealers react as much. In particular,
supplier operated dealers reduce their markups 51%,
whereas branded dealers decrease them by 38%.
Finally, regardless of the type of contract, the increase
in markups of disadvantage competitors is not relevant
quantitatively.

STABLE LONG RELATIONSHIPS

TABLE 2

First
Speciﬁcation

Second
Speciﬁcation

STABLE LONG RELATIONSHIPS
Dependent variable:
p i,t – gas t
Total competitors i,t

-0.000279***
(0.000)

Independent dealer

-0.0003942***
(0.000)

Branded dealer

-0.000232***

Supplier operated dealer

-0.0002719***

(0.000)

We interpret these results as suggestive evidence that
real competition, defined as a change in the actual
marginal cost of current competitors, affect all gas
stations and especially, those that are independent.

(0.000)
Competitors with ﬁscal
disadvantagei,t

0.00000215
(0.757)

Independent dealer

0.0000485***
(0.004.000)

Branded dealer

0.0000439
(0)

Supplier operated dealer

-0.0000429***
(0.000)

Competitors with ﬁscal
advantage i,t

-0.0023408***
(0.000)

Independent dealer

-0.0025289***

Branded dealer

-0.001867***

Supplier operated dealer

-0.0026567***

(0.000)
(0.000)
(0.000)
Fixed effects in petrol stations

Yes

Fixed effects in day

Yes

Yes

21,190,762

21,190,762

0.647

0.647

0

0

Number of observations
Adjusted R2
Prob > F

Yes

SOURCE: Author's calculations.
NOTE: Robust p-values standar errors are reported in parenthesis. The
asterisks *, ** and *** indicate signiﬁcance at a conﬁdence level of 90%, 95%
and 99%, respectively.
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Discussion of recent developments in gasoline markets
We use those results to interpret the effect on prices of
a regulation change in Spain that occurred after the
increase in oil prices in 2012. As the requirements to
open a gas station were eased in 2013, the number of
gas stations went up from 8,979 to 9,805 in 2017.
This increase is almost fully attributed to new
independent stations. Despite this increase, the
paper finds that only Spanish independent dealers
decreased their markups after 2013, while other
dealers increased them. One potential explanation is
that the relevant market for different dealers might
differ. It might be the case that independent dealers,
which were increasing in number (especially in the
low cost segment), only compete against other
independent dealers while branded and supplier
operated dealers compete with each other and are
increasingly trying to differentiate their product with
respect to the one sold by independent dealers.

Extraction of Inflation Expectations from Financial
Instruments in Latin America
SUMMARY OF BANCO DE ESPAÑA WORKING PAPER Nº 1819
Alberto Fuertes, Ricardo Gimeno and Jose Manuel Marqués

We estimate inflation expectations for several Latin
American countries using an affine model that takes as
factors the observed inflation and the parameters
generated from zero-coupon yield curves of nominal
bonds. By implementing this approach, we avoid the
use of inflation-linked securities, which are scarce and
less liquid in many of these markets, and obtain market
measures of inflation expectations free of any risk
premium, eliminating potential biases included in other
measures such as breakeven rates. We find that inflation
expectations in the long-run are fairly anchored in Chile
and Mexico, while those in Brazil and Colombia are
more volatile and less anchored. We also find that
expected inflation increases at longer horizons in Brazil
and Chile, while it is decreasing in Colombia and Mexico.

Introduction
Agents' inflation expectations are decisive for shaping
households' and firms' decision making. They are also
important when implementing monetary policy,
especially for inflation-targeting central banks. However,
these expectations are not observables, and there are
different strategies to capture them. One of those
approaches is based on the consensus view of specialist
economic forecasters, such as the surveys of
professional forecasters. A drawback of these surveys
is that they are released relatively infrequently and, thus,
the information received has a time lag.1 Moreover, they
only cover a small range of time horizons and, as
identified in the literature (Ang et al., 2007; Chan et
al., 2013), there is some bias and inertia in their
responses. An alternative way of obtaining agents'
inflation expectations is to use prices of market-traded
financial instruments employed to hedge against
inflation such us inflation-linked bonds, inflation swaps
and inflation options. An advantage in comparison with
surveys is that changes in expectations can be observed
almost in real time. This makes it easier to identify the
effect of specific events or decisions on inflation
expectations. Unfortunately, there are not many markets
of inflation-linked securities available for most countries.
 In Latin America, several central banks publishes surveys
about inflation expectations. For example, the central banks
of Chile, Colombia and Mexico publish a monthly survey
about inflation expectations; the Bank of Brazil publishes a
daily survey.

For example, in Latin American only a few have inflationlinked bonds and there are no markets for inflation options
at all. Another problem of obtaining inflation expectations
using this approach is the presence of various risk
premia, which are included in the prices of the underlying
financial assets and which may also vary over time. Due
to the lack of inflation-linked securities in Latin American
markets, we use an alternative approach developed by
Gimeno and Marques (2012) to obtain inflation
expectations: an affine model that takes as factors the
observed inflation and the parameters generated in the
zero-coupon yield curve estimation of nominal bonds.
Also, by implementing this approach, we obtain a
measure of inflation expectations free of any risk premia,
since the model breaks down nominal interest rates as
the sum of real risk-free interest rates, expected
inflation, and the risk premium.

Obtaining inflation expectations from public debt
markets
The methodology we implement decomposes nominal
interest rates into three components from an affine model
of the nominal term structure, incorporating macrodeterminants into a multi-factor yield curve model with
non-arbitrage opportunities. Interest rates are affine
relative to a vector of factors (Xt) that includes inflation
rates and exogenously determined factors based on the
Nelson–Siegel exponential components of the yield
curve (Nelson and Siegel, 1987), in a similar vein to
Carriero et al. (2006) and Diebold and Li (2006). In our
case, we include the condition of non-arbitrage
opportunities along the yield curve and take into
account risk-aversion. Taking these two conditions
together allows us to decompose nominal interest rates
as the sum of real risk-free interest rates, expected
inflation and risk premium.
We obtain inflation expectations from a VAR equation
which includes the vector of factors Xt. Since vector Xt
includes current inflation (πt), expectations on this
variable can be computed from projections of the
dynamics of the affine factors in the VAR equation.

1
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There are several advantages in using this method to
obtain inflation expectations. First, there is a large

INFLATION EXPECTATIONS AT DIFFERENT HORIZONS

degree of flexibility, as we can estimate expectations at
different horizons. Moreover, we can also compute
forward rates, allowing us to estimate, for example, the
expected inflation over the five year period that begins
five years from today. This is a measure commonly used
by central banks to analyze the anchoring of inflation
expectations in the long-run. It is difficult to obtain these
estimates in markets without inflation-linked securities
and, to the best of our knowledge, this is the first time
that these kinds of estimates are computed for Brazilian,
Colombian, Chilean and Mexican markets. Also, as we
pointed out in the introduction, using existing surveys
on inflation expectations provides a limited picture, as
the horizons are usually short and the frequency of
publication is only monthly at best.

Results
Chart 1 shows inflation expectations for the 1 year, 5
year and 10 year horizons, as well as the inflation
targeting level established by the central bank in each
country. We can see the different degree of anchoring
by comparing the evolution of expectations for the 1
year horizon with those for the 5 year and 10 year
horizons. Inflation expectations in Brazil and Colombia
show a similar pattern for all horizons while expectations
in Chile and Mexico are more volatile over the 1 year
horizon, showing little changes over longer horizons.
Regarding the inflation targeting levels established by
the central banks, most countries currently show

BANCO DE ESPAÑA

14

Research update, FALL 2018

CHART 1

inflation expectations at long horizons within
the window limits,2 although Brazil and Colombia
have experienced recent periods where inflation
expectations were well above these limits. In fact,
both countries showed inflation expectations above
6% before the large decreased experienced since the
beginning of 2016. On the other hand, Mexico shows
long term inflation expectations slightly above the
upper band of 4%, mainly due to the recent increase
in expectations after the last U.S. presidential
elections. This effect is more apparent for the
evolution of the one year horizon, fading out at longer
terms. Interestingly, it seems that the results of these
elections have barely affected inflation expectations
in the other countries. For Brazil, the deep recession
of 2015-2016 have affected expectations, with a large
decrease experienced since the beginning of 2016.
The path of inflation expectations changed again for
Brazil at the end of 2016, with expectations turning
higher at longer horizons, which signals a possible
recovery. In the case of Colombia, the monetary
policy implemented by the central bank during 2016,
with increases in the policy rate from 4.5% in
September 2015 to 7.75% in August 2016, have
contained inflation expectations, being now closer to
the inflation target.

 The Bank of Brazil sets the inflation target at 4.5% with a
window limit of ±1.5%. The central banks of Chile, Colombia
and Mexico set the inflation target at 3% with a window limit
of ±1%.

2

INFLATION EXPECTATIONS FORWARD RATES

Being able to decompose the yield curve and extracting
inflation expectations at different horizons let us
compute forward rates as well. This is especially useful
in order to analyze the anchoring of inflation expectations
over the medium and long term. In fact, forward rates
such as the 5Y5Y (expected inflation over the five year
period that begins five years from today) are used by
central banks to assess the level of long term inflation
anchoring. Chart 2 shows the 2Y2Y and 5Y5Y forward
rates of inflation expectations together with the inflation
target established by each central bank.
Similarly to the behavior of the 10 year horizon inflation
expectations, the forward rates for Chile and Mexico
are more stable and hardly move over time. The levels
are above the inflation target but within the window of
±1% for Chile and almost within that window for Mexico.
These results show that investors have almost kept
unchanged the level of long-term expected inflation for
these two countries. On the contrary, inflation anchoring
for Brazil and Colombia seems to be lower, with forward
rates showing more volatility. In Brazil long-term inflation
expectations are above the target level but below the
upper limit of ±1.5%, due to the large decrease
experienced since the beginning of 2016. For Colombia
there is a similar pattern, with long-term inflation
expectations currently below the target level of 3% after
the decrease in the 5Y5Y forward rate experienced
since mid-2016. The behavior of forward rates for Brazil
and Colombia show that investors seem to face more
uncertainty about the expected inflation in the longterm for these two countries. It could be also the case
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CHART 2

the government bond markets provide less information
about future inflation for these two countries.
Finally, we compare the forecasting accuracy of the
inflation expectations over one year obtained from our
model with those provided by surveys and a simple
autoregressive process AR(1). Table 1 shows the ratio
of the MSE obtained using expectations from surveys,
as well as from our model and the AR(1) process, to the
MSE computed using current inflation as the predicted
future value (like in a unit root process). If the ratio is
lower than one, it means that the expected values
provide a better prediction of future inflation than
assuming inflation will remain the same as today. The
three measures, inflation expectations from surveys,
from the AR(1) and from our model show lower MSE
than the unit root prediction. Comparing the three
EXPECTED INFLATION FORECAST ERRORS

TABLE 1

Sample

Survey (a)

Model (a)

AR(1) (a)

Brazil

Feb 2007 Oct 2016

0.5833

0.8812

0.8415

Chile

Jul 2012 Dec 2016

0.7813

0.6946

0.7148

Colombia

Feb 2005 Nov 2016

0.7956

0.9354

0.8015

Mexico

May 2001 Nov 2016

0.6350

0.7078

0.6324

a Ratio of mean square error of expected inﬂation from surveys, an AR(1)
process and our model with respect to a naive prediction of expected
inﬂation equal to current inﬂation. Expected inﬂation in 12 months for Brazil,
Colombia and Mexico; 11 months for Chile.

measures, expected inflation from surveys show lower
MSE for Brazil and Colombia. The model is the best
predictor for Chile and the AR(1) process provides the
lowest MSE for Mexico. It seems that our measures of
expected inflation are more accurate for countries
where expectations are fairly anchored in the long-run.
Our measures do complement those from surveys in
terms of predictability, providing additional forecasting
power and a much richer set of expected inflation
horizons, and frequency.
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The Rise and Fall of the Natural Interest Rate
SUMMARY OF BANCO DE ESPAÑA WORKING PAPER Nº 1819
Gabriele Fiorentini, Alessandro Galesi, Gabriel Pérez-Quirós,
AND Enrique Sentana

We document a rise and fall of the natural interest rate (r*)
for several advanced economies, which starts increasing
in the 1960’s and peaks around the end of the 1980’s. We
reach this conclusion after showing that the Laubach and
Williams (2003) model cannot estimate r* accurately when
either the IS curve or the Phillips curve is flat. In those
empirically relevant situations, a local level specification
for the observed interest rate can precisely estimate r*.
An estimated Panel ECM suggests that the temporary
demographic effect of the young baby-boomers mostly
accounts for the rise and fall.

At the current juncture, interest rates are historically
low in most advanced economies. This fact has led
many economists to put forward the proposition that the
natural interest rate (r*), which is the rate that equates
savings and investment and closes the output gap,
has been falling over time. But given that the natural
interest rate is a theoretical concept, it has to be
measured from data. Since the seminal work of
Laubach and Williams (2003, hereinafter LW2003),
many papers have studied the measurement of
this rate, showing that it has dramatically fallen
over recent decades in tandem with a slowdown in
growth (see for example Holston et al. 2017,
hereinafter HLW2017). At the same time, the common
perception is that the usual measures of r* are
generally imprecise and that the associated
uncertainty could prevent the practical use of the
estimated r* in policy applications.1
The popular approach to estimate r*, introduced in
LW2003, consists of a semi-structural econometric
model whose equations are inspired by the key
equations of the New Keynesian framework. Specifically,
their model consists of two main equations: an
aggregate demand equation (IS curve), which states
that the gap between the observed real interest rate
and the natural interest rate affects the output gap; and
an aggregate supply equation (Phillips curve), which
relates inflation to the output gap. The model is closed
by assuming that the natural interest rate is the sum of
two unobserved nonstationary components: the
underlying trend growth of the economy and a nongrowth component.
 See for example Clark and Kozicki (2005), Weber et al.
(2008), as well as recent papers by Hamilton et al. (2016),
Taylor and Wieland (2016), and Beyer and Wieland (2017).

1
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We dig into the mechanics of the LW2003 model and
show that it is generally able to produce very accurate
estimates of r*. However, the precision of the model
drops in two specific circumstances:
(i) Flat IS curve: the output gap is insensitive to the real
interest rate gap, so that information about the
output gap cannot identify the non-growth
component of r* which affects the interest rate gap;
(ii) Flat Phillips curve: inflation is insensitive to the
output gap, so the former variable can identify
neither the output gap nor potential output. As a
consequence, it is not possible to separately
identify potential output from the non-growth
component of r*.
In both cases, the model is said to be unobservable since
it is not possible to uniquely identify the unobserved r*
from the available data (see Kalman, 1960).
Unfortunately, the slopes of the IS and Phillips curves
estimated in the literature tend to be close to 0. This fact
was already documented in LW2003 using data for the
United States, and has been confirmed in several
empirical papers which estimate their model for a
number of advanced economies. In those circumstances,
the LW2003 model is close to be unobservable, which
implies a very imprecisely estimated r*.2
To solve this problem, we start by observing that the
LW2003 model treats the observed real interest rate as
ESTIMATED NATURAL RATES ACROSS
COUNTRIES: 1891-2016

CHART 1

 The imprecision is driven by large uncertainty of the filter, so
that it remains large even with perfect knowledge of the true
values of the parameters.

2

ESTIMATED R* BY PANEL ECM AND LOCAL LEVEL MODEL: SELECTED ECONOMIES

CHART 2

NOTES: annual data, 1960-2016. Local level model estimates in dashed blue jointly with 68% conﬁdence bands, Panel ECM estimates in dotted red jointly
with 68% conﬁdence bands. Results from HLW (2017) in dashed black for the United States, Canada, and United Kingdom over the period 1961-2016, for the
euro area over the period 1972-2016.

exogenous, therefore leaving the dynamic process for
the interest rate gap undefined. But as soon as one
imposes the stationarity of the interest rate gap, we
show that one can identify both the growth and nongrowth components of r* even when the IS and Phillips
curves are flat. The extra identification restriction comes
from the fact that the observed rate can be decomposed
into a transitory component (interest rate gap) and a
permanent component (r*).
A direct implication of our result is that, if a researcher is
interested in estimating r* but not necessarily its growth
and non-growth components, then a valid alternative is
to estimate a univariate local level model (Harvey, 1989),
which decomposes the observed rate into its permanent
and transitory components. The rationale behind our
approach is that the interest rate gap, which is the
stationary deviation between the observed rate and its
unobserved permanent component, can be closed if
and only if the observed rate coincides with its
permanent component. Moreover, under a general class
of New Keynesian models, output gap and inflation get
completely stabilized by setting the interest rate gap to
zero on a period-by-period basis. For this reason, we
can think of the permanent component of the observed
real interest rate as a measure of r*. Still, the local level
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model cannot identify the growth and non-growth
components of r* because it exploits data on the
interest rate only. Nevertheless, it is robust to situations
in which the empirical estimates suggest flat IS and
Phillips curves.
Next, we collect historical data at annual frequency
over the period 1891-2016 for a set of seventeen
advanced economies. Such a sample is likely to
produce flat IS and Phillips curves for two reasons: (i)
the low frequency of the annual data may be too
coarse to identify any relation among output gap,
interest rate gap, and inflation; and (ii) the long time
span may imply structural breaks in the relationships
among variables. For those reasons, we estimate the
r* of each economy, thereby using international data
to externally validate our local level specification. As
reported in Figure 1, we find a common decline in r*
across countries since the start of the twentieth
century until the 1960’s, followed by a rise and fall
which peaks around the end of the 1980’s. While most
of the literature has already emphasized the gradual
fall of r* that occurred since the early 1990’s, here we
put the dynamics of the rate in a long-run perspective
and focus on the rise and fall which occurred over the
post-WW2 period.

THE ROLE OF DEMOGRAPHICS

CHART 3

NOTES: annual data, 1960-2016. Panel ECM estimated natural interest rate in dotted red jointly with 68% conﬁdence bands; estimated natural interest rate
which abstracts from productivity growth and risk in dashed blue.

What has driven the rise and fall of the natural interest
rate? The local level model, which uses data on real
interest rates only, is silent about the drivers of r*. Hence
we shed some light on this issue by estimating a Panel
ECM which postulates a long-run relationship between
the observed real interest rate and a set of indicators for
plausibly exogenous drivers of r*: productivity growth,
demographic composition, and risk. The intuition is
that, if there exists a long-run relation among the
unobserved r* and its drivers, then it should also hold
among the observable counterparts. The rate predicted
by the model can thus be used as a proxy for r*. In this
respect, we show that the Panel ECM predicts a rate
which closely follows the r* estimated by the local level
model, as shown in Figure 2.

find that the changing demographic composition
accounts for the bulk of the rise and fall in r*, as shown
in Figure 3. Specifically, the rise can be explained by the
post-war baby boom, which temporarily increased the
share of young workers in the population. Once the
baby boom ends, the share of young workers goes back
to its previous negatively trended path, which in turn
leads to a process of population ageing.3 This finding
provides empirical support to recent studies which have
emphasized the role of demographics for the evolution
of the real interest rate (Aksoy et al. 2015; Carvalho et al.
2016; Favero et al. 2016a, 2016b; Gagnon et al. 2016;
Lisack et al. 2017; Ferrero et al. 2017; Rachel and
Smith, 2017).

Through the lens of the Panel ECM, productivity growth
plays a negligible role in driving the rise and fall of r*. In
contrast, we find that risk is related to important
developments in r* and it accounts for a substantial
part of the fall since the 1990’s. Last, but not least, we
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The Spanish Survey of Financial Competences 2016:
Main results
Olympia Bover, Laura Hospido AND Ernesto Villanueva

The new Survey of Financial Competences was fielded
between 2016 Q4 and 2017 Q2, measuring the
knowledge and understanding of financial concepts by
the Spanish adult population, as well as its holding,
acquisition and use of various savings, debt and
insurance vehicles. This article provides an overview of
the methods and main results of the survey.1

1 Introduction
Surveys conducted in several countries have shown that
many individuals are not familiar with basic concepts
related to inflation, compound interest and risk
diversification. Related studies also have documented a
strong correlation between this lack of knowledge and
poor financial outcomes. In addition, given the growing
complexity of financial products, the lack of basic
financial competences may make it increasingly difficult
for individuals to choose the savings, insurance and debt
vehicles best suited to them.
In this scenario arises the Spanish Survey of Financial
Competences (ECF by its Spanish abbreviation), a joint
initiative of the Banco de España (BdE) and the CNMV,
under the Financial Education Plan. Included in the
National Statistics Plan, this survey has key
characteristics that provide for a rigorous and
comprehensive description of the Spanish adult
population’s financial literacy and of their relationship
with the financial system.2
First, the study has had the collaboration of the National
Statistics Institute (INE), which has provided a large
sample of randomly selected individuals representing the
Spanish territory as a whole and each of its 17 regions.
Secondly, the ECF is part of an international project
coordinated by the OECD that measures the financial
literacy, attitudes and behaviour of the population from a
broad set of countries between 2015 and 2016. The ECF
helps to set Spaniards’ financial literacy and interaction
with the financial system in an international context.
 For a more complete summary, see “The Survey of Financial
Competences (2016): main results”, available at https://www.
bde.es/f/webbde/SES/estadis/otras_estadis/2016/ECF2016en.pdf
2
 Previous studies on the financial competences of the Spanish
population in an international context are Klapper et al.
(2015) and Allianz (2017).
1
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Finally, in addition to including the questions proposed
in the international study, the ECF also adapts the
questionnaire to the Spanish case incorporating three
important novelties: (i) the study includes information on
both the financial competences of the sample individuals
and on those of the household; (ii) it also includes
measures validated in international studies of
individuals’ cognitive skills, beyond those of a strictly
financial nature; and (iii) there is a module on the main
residence from which information is obtained on the
decision regarding owner-occupation, expectations
about the price of the dwelling and, where appropriate,
on how the purchase was financed.

2 Description and methodology of the survey
The INE provided a sample of more than 21 thousands
individuals aged 18-79 and living in private households in
Spain that is representative of the entire territory and of
each of its regions.
An introductory letter signed by the Governor of Banco
de España and the President of the CNMV was sent to
the address of each sample member. Following this, 100
interviewers specially trained for this survey contacted
them to conduct a face-to-face interview using a CAPI
questionnaire.
The questionnaire includes information on the
demographic characteristics and labour market status of
sample interviewees, their portfolio and the means
of acquisition of the information, income sources in old
age or inactivity, attitudes toward saving, financial and
economic literacy. Information on the main residence,
expenses and financial fragility is obtained at the
household level.
Interviewers asked interviewees about their consent to
audio record selected parts of the interview. Audio
recording serves the dual purpose of guaranteeing that
the interview follows the protocol and checking how
interviewees understand difficult questions. Interviewers
were monitored at most 48 hours after each interview.
Each of the resulting 8,952 successful interviews, once
anonymised, were uploaded to a secure platform to be
reviewed on-line by a team of 4 reviewers of the fieldwork
company in close communication with the staff of Banco
de España. The process involved recontacting the
interviewees if strictly necessary. After that process,
8,554 complete interviews were considered valid.

Finally, the INE provided weights calibrated by age,
gender and nationality at the regional level.

across educational groups have been detected in
previous international studies —see Lusardi and
Mitchell, 2014.

3 Main results

Secondly, comparing results by gender, the percentage
of correct answers among women is lower (8-12 pp)
than among men. Women respond "do not know" more
frequently than men (5-11 pp). Similar gender gaps
have been documented in numerous countries (the
Spanish figures are in line with those found for instance
in the United States or Germany).4

3.1 Financial literacy of the Spanish Population aged
18 to 79
The three questions on financial literacy analysed have
been used previously in several international studies.3
Responding correctly to the first question (inflation)
requires understanding that money loses purchasing
power when prices rise. The percentage of interviewees
answering the inflation question correctly is 58%
(see Figure 1).
To answer the second question correctly (compound
interest rate), the interviewee must realise that the
changes to an amount saved in an account over five
years depend not only on the annual interest rate
applied to the amount saved the first year, but also on
the interest accrued thereafter. Less than half of the
interviewees respond correctly to this question (46%).
Finally, the third question (risk diversification) measures
whether it is understood that the risk associated with
investing in equities diminishes if a broad range of
shares is acquired rather than a single type of share.
Again, less than half of the interviewees respond
correctly (49%).
REPLIES TO FINANCIAL LITERACY QUESTIONS

FIGURE 1

Comparing men and women with similar demographic
characteristics, it can be seen that the literacy gaps
narrow especially among younger interviewees and
among those individuals who live in households with
other adults, but without a partner. According to the
survey, both youths and individuals living with adults
other than their partner are disproportionally likely to
delegate their financial decisions to other adults.5 The
absence of financial literacy gaps among groups that
do not face financial decisions suggests that gender
gaps are low to start with, but evolve once individuals
are exposed to financial decisions.

3.2 Holding and acquisition of financial products
A common measure of financial inclusion is holding a
bank account.6 97% of individuals in Spain hold a
current account, this percentage being lower among
immigrants (92%), individuals with primary schooling
(96%) and those living in households whose income is
lower than €14,500 (94%).
As already hinted from previous studies, the percentage
of individuals holding (individually or jointly) a savings
vehicle — a concept including savings accounts, pension
schemes, investment funds, shares and fixed-income
assets — is much lower (43%). 41% of individuals hold
some type of debt (mortgage or personal loan).7
Less was known about the regional distribution of the
percentage of individuals holding a savings or borrowing
product. When comparing regions, at least 50%
 See Figure 1b in Lusardi and Mitchell (2014).
 Specifically, in the ECF, individuals are deemed to delegate
when they have replied “No” in the survey to the following
question: “We wish to know whether you are familiar with
your household finances. We refer not only to whether you
know the overall household’s properties, financial products
and debt, but also the reasons behind specific decisions on
spending and investment.”
6
 See Demirguc-Kunt et al, (2015).
7
 See Banco de España (2017) and Household Finance and
Consumption Network (2016).
4

Two common patterns across the responses to those
three questions are noticeable. Firstly, comparing
across individuals with different level of schooling, the
percentage of correct answers is higher (between 14
and 22 percentage points, pp) for those with a
university degree than for those with primary education.
Those differences in the fraction of correct answers
 See Lusardi and Mitchell (2014).

3
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5

of individuals aged between 18 and 79 have some type of
savings vehicle in Aragon, Castile-Leon, Madrid and the
Basque Country, whereas in Andalusia, the Canary
Islands and Extremadura the percentage is around
35%. The change from region to region in the proportion
of indebted individuals is less marked than it is in the
holding of savings vehicles.
The ECF contains information not only on the holding of
financial products but also on whether such products
have been recently acquired and on the information
sources Spaniards use when choosing savings,
insurance, means-of-payment and debt vehicles.
The proportion of the population that has acquired
(individually or jointly) a financial product in the two years
prior to the survey is 38%. However, this percentage
increases dramatically across income groups, a pattern
that is more salient in the case of saving vehicles than for
insurance products or credit cards.
An analysis of the search practices of those who have
recently acquired a financial product gives hints on how
likely it is that individuals find the savings, insurance or
credit vehicle most suitable for their needs. Around two
out of three people (62%) who have acquired a financial
product in the past two years have confined themselves
to those offered by a single company or financial
institution. Moreover, 67% of those who have acquired
a financial product in the past two years state that the
information source being most influential in their final
decision was the information on that specific product,
i.e. that provided by the staff of the company offering
the product or through brochures (see Figure 2).
MOST INFLUENTIAL INFORMATION SOURCES
WHEN ACQUIRING A NEW PRODUCT

not to have saved but to be paying a mortgage loan for
the acquisition of property. The most frequent means of
saving, mentioned by 63% of those doing so, consists of
accumulating funds in a current account. The percentage
of the population that uses other financial vehicles to
channel their saving is lower: 14% use their savings
account, while 11% have contributed to their pension
scheme. Indeed, a significant proportion of individuals
saves outside the financial system. For example, 38% of
the population who save do so in cash.
Figures 3 and 4 illustrate the cross-regional differences
both in the proportion of individuals who have saved over
the past 12 months and in the savings vehicles used.
HAVE BEEN SAVING IN PAST 12 MONTHS (%),
BY REGION

FIGURE 3

HAVE BEEN SAVING IN CASH (% OF THOSE WHO
HAVE SAVED), BY REGION

FIGURE 4

FIGURE 2

3.4 How do these numbers compare with those from
peer countries?

3.3 Vehicles used for saving
61% of individuals say that they have been saving over
the past 12 months. Moreover, 8% of interviewees claim
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The percentage of correct answers to financial
knowledge questions is around the average of the
countries for which comparable information is available,
with the exception of the concept of risk diversification,
for which the percentage of correct answers is lower in
the case of Spain (see Table 1).

INTERNATIONAL COMPARISON

TABLE 1

% of the population

Spain

Average for all
countries (a)

Average OECD
countries (a)

Average EU
countries (a)

Inflation

58

60

65

66

Compound interest

46

42

47

44

Risk diversification

49

60

60

62

Has a current account

97

72

87

89

Has a savings vehicle (including life insurance)

55

61

66

60

Recently acquired a ﬁnancial product

38

61

54

50

Expenditure has exceeded income in the past 12

28

35

28

27

Expenditure exceeding income has been
ﬁnanced by credit (b)

17

21

15

14

a Countries with available information.
b Includes credit from friends and family.

Holding of means of payment (current account) is
generalised (97%) in Spain and higher than the average
for EU (89%) or OECD (87%) countries, and well above
the average for all countries (72%). Holding of savings
products and life insurance (55%) is slightly below the
three averages (61% for all countries, 66% OECD and
60% EU).
38% of individuals have acquired some financial
product in the last 2 years, below the average for EU
countries (50%) or for the OECD (54%), and well below
the total average (61%). Spain is close to the OECD
average and slightly above the average for EU countries
in expenditure exceeding income and the financing
using credit (including family and friends) thereof.

4 Conclusions
The main results of the ECF offer a comprehensive
overview of the financial knowledge of the adult
population in Spain. However, research is needed
on the relationship between that financial knowledge
and the savings, spending and investment decisions of
individuals and households in Spain.
In this regard, the anonymized micro data from the
survey are already available to researchers on the Banco
de España web page.
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Bank Lending Standards over the Cycle: The Role
of Firms’ Productivity and Credit Risk
Gabriel Jiménez, Enrique Moral-Benito and Raquel Vegas
WORKING PAPER Nº 1811

We show that bank lending standards are influenced by
macroeconomic conditions. We use monthly data from
the Banco de España Central Credit Register, which
allow us to monitor all loan applications made by nonfinancial firms to non-current banks from 2002 to 2015.
To test the pro-cyclicality of banks’ appetite for risk, we
investigate how two firm characteristics (ex-ante credit
risk and productivity) interacting with two macroeconomic indicators (business cycle and the monetary
policy stance) affect the probability of granting a loan.
In order to enhance identification we account for
unobserved heterogeneity by means of firm and banktime fixed effects. Our findings indicate that banks
soften their credit standards during booms or when
monetary policy is loose to harden them during busts
or when short-term interest rates increase. This pattern
is especially relevant in the case of firms’ productivity,
which might partly explain the dismal evolution of
aggregate productivity in Spain during the pre-crisis
period. Finally, we also find that these results are more
pronounced among less capitalized, less liquid and
more profitable banks.

the north such as the Basque Country, Navarre or
Aragon. We construct province-level congestion rates
across three different jurisdictions (civil, labor and
administrative) from real judicial data measuring the
performance of the Spanish judicial system over time,
and estimate the effect of judicial efficacy on the share
of manufacturing and services in the total output.
Using a variety of estimation techniques, the evidence
unveils strong and persistent effects of judicial efficacy
on prov-ince-level economic specialization with
notable distributional differences. The provinces with a
historical expe-rience of foral law are significantly
more likely to have more efficient enforcement
institutions at the present day. In turn, greater judicial
efficacy facilitates specialization in high-productivity
manufacturing while greater judicial inefficacy
encourages service-intensive specialization. The effect
of judicial efficacy on economic specialization does
not depend on confounders, holds across a number of
specification checks and appears to be causal. Lastly,
the three jurisdictions seem relevant to explain
specialization, although the administrative jurisdiction
appears to have a more pronounced impact than the
labor or civil jurisdictions.

MONETARY POLICY WHEN HOUSEHOLDS HAVE DEBT:
NEW EVIDENCE ON THE TRANSMISSION MECHANISM
James Cloyne, Clodomiro Ferreira and Paolo Surico

INDUSTRY VS SERVICES: DO ENFORCEMENT INSTITUTIONS
MATTER FOR SPECIALIZATION PATTERNS? DISAGGREGATED
EVIDENCE FROM SPAIN
Juan S. Mora-Sanguinetti and Rok Spruk
WORKING PAPER Nº 1812

We exploit historical differences in foral law to
consistently estimate the contribution of the quality of
enforce-ment institutions to economic specialization
across Spanish provinces in the period 1999-2014.
The distribu-tion of economic activity in Spain as of
today shows a strong pattern of geographical
specialization.
Regions
less
specialized
in
manufacturing (industry) and oriented to services
sectors (Andalusia, Extremadura) in the south are
compared with industrialized/manufacturing regions in
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WORKING PAPER Nº 1813

How do changes in monetary policy affect
consumption? Using household data for the US and
the UK, we show that most of the aggregate response
of consumption to interest rates is driven by households
with a mortgage. Outright home owners do not adjust
expenditure at all and renters change their spending
but by less than mortgagors. Income rises for all
households as interest rate cuts directly affect firm
investment and household consumption, boosting
aggregate demand. A key difference between these
housing tenure groups is the composition of their
balance sheets: mortgagors hold sizable illiquid assets
but little liquid wealth, consistent with a higher marginal
propensity to consume.

The costs of trade protectionism: evidence from
Spanish FIrms and non-tariFF measures
Dmitri Kirpichev and Enrique Moral-Benito
WORKING PAPER Nº 1814

The rise in non-tariff protectionist measures has been
associated to the weakness in global trade over the last
few years. We investigate the effect of non-tariff barriers
(NTBs) on exports growth over the period 2009-2013
using administrative data at the firm-product-destination
level in Spain. According to our findings, non-tariff
protectionist measures significantly reduce exports
growth at the product-destination level. Moreover, NTBs
also hinder exports growth at the firm level and negatively
affect other firm outcomes such as productivity growth.
In contrast, the impact of liberalizing non-tariff measures
is not statistically significant.

FINANCIAL INSTITUTIONS’ BUSINESS MODELS AND
THE GLOBAL TRANSMISSION OF MONETARY POLICY
Isabel Argimón, Clemens Bonner, Ricardo Correa, Patty

effects of one such large project, the Golden
Quadrilateral in India. We do so using a model of
internal trade with variable markups. In contrast to the
previous literature, our model incorporates several
channels through which transportation infrastructure
affects welfare. In particular, the model accounts for
gains stemming from improvements in the allocative
efficiency of the economy. We calibrate the model to
the Indian manufacturing sector and find real income
gains of 2.7%. We also find that allocative efficiency
accounts for 7.4% of these gains. The importance of
allocative efficiency varies greatly across states, and
can account for up to 18% of the overall gains in some
states. The remaining welfare gains are accounted for
by changes in labor income, productive efficiency, and
average markups that affect states’ terms of trade.

Multidimensional Media Slant: Complementarities
in News Reporting by US Newspapers
Sandra García-Uribe
WORKING PAPER Nº 1817

Duijm, Jon Frost, Jakob de Haan, Leo de Haan and Viktors
Stebunovs
WORKING PAPER Nº 1815

Global financial institutions play an important role in
channeling funds across countries and, therefore,
transmitting monetary policy from one country to
another. In this paper, we study whether such
international transmission depends on financial
institutions’ business models. In particular, we use
Dutch, Spanish, and U.S. confidential supervisory data
to test whether the transmission operates differently
through banks, insurance companies, and pension
funds. We find marked heterogeneity in the transmission
of monetary policy across the three types of institutions,
across the three banking systems, and across banks
within each banking system. While insurance
companies and pension funds do not transmit
homecountry monetary policy internationally, banks
do, with the direction and strength of the transmission
determined by their business models and balance
sheet characteristics.

Competition and the welfare gains from
transportation infrastructure: Evidence
from the Golden Quadrilateral of India

Are editors’ choices of front page news based on the
potential complementarities between the news items?
This paper studies front page choices made by editors
of major newspapers in the US. I document that
newspapers front pages are biased to certain
combinations of news on top of biased to certain
news. To identify my measures of bias, I exploit the
variation in news relevance across different topics and
days. To measure the news relevance I use lead news
choices of other US mass media. As a consequence,
my measures of bias are relative to the overall media
bias. I also provide a reader-maximization model for
front page decisions that I use to interpret the empirical
biases of the newspaper as preferences of its
population of target readers. From my estimation, I
recover maps of complementarities among pairs of
topics for each of the major US newspapers. I find that
complementarities between news contribute in a large
portion to the probability that news on a topic appears
in the front page.

PRICE STRATEGIES OF INDEPENDENT AND BRANDED
DEALERS IN RETAIL GAS MARKET. THE CASE OF A CONTRACT
REFORM IN SPAIN
Pilar Cuadrado, Aitor Lacuesta, María de los Llanos Matea

Jose Asturias, Manuel García-Santana and Roberto Ramos

and F. Javier Palencia-González

WORKING PAPER Nº 1816

WORKING PAPER Nº 1818

A significant amount of resources is spent every year
on the improvement of transportation infrastructure in
developing countries. In this paper, we investigate the

This paper analyses how the contract structure
between gas stations and the wholesale operator
affects price strategies. Using daily data on prices

BANCO DE ESPAÑA

26

Research update, FALL 2018

of different gas stations the paper finds that
independent dealers charge lower margins than other
dealers with different contracts. One potential
hypothesis is that this is the case because independent
stations react more to the number of competitors. We
use the introduction of a discretional regional excise
duty (IVMDH) on gas stations to check the reaction of
markups to changes in marginal costs of the actual
number of competitors. Results are consistent with the
idea that regardless the type of contract all dealers
react notably to the increases in relative marginal costs
by decreasing average markups. We use those results
to interpret the inexistent reduction in markups that
followed a change in the Spanish regulation that took
place in 2013 fostering competition in the retail sector.
One potential interpretation is that the big increase in
independent stations following the reform was not
considered an increase in actual competition for most
of the incumbent stations.

Extraction of Inflation Expectations from Financial
Instruments in Latin America
Alberto Fuertes, Ricardo Gimeno and José Manuel Marqués
WORKING PAPER Nº 1819

In this paper we estimate inflation expectations for
several Latin American countries using an affine model
that takes as factors the observed inflation and the
parameters generated from zero-coupon yield curves of
nominal bonds. By implementing this approach, we
avoid the use of inflation-linked securities, which are
scarce in many of these markets, and obtain market
measures of inflation expectations free of any risk
premium, eliminating potential biases included in other
measures such as breakeven rates. Our method provides
several advantages, as we can compute inflation
expectations at any horizon and forward rates such as
the expected inflation over the five year period that
begins five years from today. We find that inflation
expectations in the long-run are fairly anchored in Chile
and Mexico, while those in Brazil and Colombia are more
volatile and less anchored. We also find that expected
inflation increases at longer horizons in Brazil and Chile,
while it is decreasing in Colombia and Mexico.

Fiscal Policies in the Euro Area: Revisiting the Size
of Spillovers
Mario Alloza, Pablo Burriel and Javier J. Pérez
WORKING PAPER Nº 1820

The issue of the size of fiscal spillovers in the euro area
has gained prominence recently, given proposals to
coordinate fiscal policies that aim at achieving an
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appropriate “aggregate fiscal stance”, consistent with
economic and monetary policy conditions. Given the
heterogeneous fiscal positions of member states, such
stance would be achieved by fine-tuning policies of
countries with enough fiscal space. Appealing as they
are, such proposals have so far been based on limited
empirical evidence. On the one hand, the literature
based on calibrated/estimated general equilibrium
models tends to find that fiscal spillovers within the euro
area are small once all channels are considered (trade
channel vs. monetary policy reaction, exchange rate,
and risk premium). On the other hand, the available
empirical studies hinge on pools of countries, given
data limitations, and do not provide robust countryspecific estimates. In our paper we revisit the issue at
hand. To do so, first, we compile quarterly datasets of
fiscal policy variables for the four major euro area
economies (1980q1-2016q4), based on consistent and
comparable criteria and sources. This rich dataset
allows us to effectively exploit exclusion restrictions
within a structural VAR framework to identify countryspecific government spending shocks. We use these
shocks to explore the dynamic effects of fiscal changes
in one country on neighbor countries (spillovers), finding
significant and economically-relevant effects. We
document that these spillover effects are notably
heterogeneous in euro area countries and are particularly
powerful when the fiscal actions are based on public
investment expansions. We find that trade is a key
transmission mechanism in explaining our results.

Uncertainty, FIrm heterogeneity and labour
adjustments. Evidence from European countries
Marta Martínez-Matute and Alberto Urtasun
WORKING PAPER Nº 1821

Firms are significantly affected by uncertainty about
economic activity. Recent literature has shown that
uncertainty is a factor of increasing importance in a
globalized world, especially after its sharp increase
during the last crisis. However, uncertainty did not
impact all the firms in the same way. In this paper, we
analyze if uncertainty may have different effects
depending on firms’ characteristics. We would also like
to understand how firms react to uncertainty diversely.
Using data from the 3rd wave of the Wage Dynamic
Network Survey for 25 European countries, we first
construct a set of uncertainty indicators exploiting firms
environment. We combine variability from country,
sector and size at the firm level in order to disaggregate
microeconomic uncertainty, which offers richer
information than the traditional macroeconomic
indicators. Secondly, we estimate the effect of
uncertainty on labour adjustments. Results reveal that

firms reduce hiring and increase the adjustment of
labour demand with more frequency when uncertainty
is higher. An increase of 1% in our uncertainty indicator
increases the probability of having frozen hiring in
between 21% to 35% during the period 2010-2013.
Furthermore, other labour strategies have been also
taken by firms, such as altering labour workforce: the
more the uncertainty is, the more probability of recurring
to individual layoffs. Significant effects have been found
in firms subject to credit constraints, and country
heterogeneity has also been studied: when EPL is
stricter, labour response to uncertainty is also more
significant.

THE RISE AND FALL OF THE NATURAL INTEREST RATE
Gabriele Fiorentini, Alessandro Galesi, Gabriel PérezQuirós and Enrique Sentana
WORKING PAPER Nº 1822

We document a rise and fall of the natural interest rate
(r*) for several advanced economies, which starts
increasing in the 1960’s and peaks around the end of the
1980’s. We reach this conclusion after showing that
the Laubach and Williams (2003) model cannot estimate
r* accurately when either the IS curve or the Phillips
curve is flat. In those empirically relevant situations, a
local level specification for the observed interest rate can
precisely estimate r*. An estimated Panel ECM suggests
that the temporary demographic effect of the young
baby-boomers mostly accounts for the rise and fall.

The Financial Transmission of Housing Bubbles:
Evidence from Spain

SOVEREIGN DEFAULT, DOMESTIC BANKS AND EXCLUSION
FROM INTERNATIONAL CAPITAL MARKETS
Dominik Thaler
WORKING PAPER Nº 1824

Why do governments borrow internationally, so much as
to risk default? Why do they remain out of financial
markets for a while after default? This paper develops a
quantitative model of sovereign default with endogenous
default costs to propose a novel and unified answer to
these questions. In the model, the government has an
incentive to borrow internationally due to a difference
between the world interest rate and the domestic return
on capital, which arises from a friction in the domestic
banking sector. Since banks are exposed to sovereign
debt, sovereign default causes losses for them, which
translate into a financial crisis. When deciding upon
repayment, the government trades off these costs against
the advantage of not repaying international investors.
After default, it only reaccesses international capital
markets once banks have recovered, because only then
are they able to efficiently allocate the marginal unit of
investment again. Exclusion hence arises endogenously.
The model is able to generate significant levels of
domestic and foreign debt, realistic spreads, quantitatively
plausible drops of lending and output in default episodes,
and periods of post-default international financial market
exclusion of a realistic duration.

Empirical assessment of alternative structural
methods for identifying cyclical systemic risk
in Europe
Jorge E. Galán and Javier Mencía
WORKING PAPER Nº 1825

Alberto Martín, Enrique Moral-Benito and Tom Schmitz
WORKING PAPER Nº 1823

What are the effects of a housing bubble on the rest of
the economy? We show that if firms and banks face
collateral constraints, a housing bubble initially raises
credit demand by housing firms while leaving credit
supply unaffected. It therefore crowds out credit to
non-housing firms. If time passes and the bubble lasts,
however, housing firms eventually pay back their higher
loans. This leads to an increase in banks’ net worth and
thus to an expansion in their supply of credit to all
firms: crowding-out gives way to crowding-in. These
predictions are confirmed by empirical evidence from
the recent Spanish housing bubble. In the early years
of the bubble, non-housing firms reduced their credit
from banks that were more exposed to the bubble, and
firms that were more exposed to these banks had lower
credit and output growth. In its last years, these effects
were reversed.
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The credit-to-GDP gap, as proposed by the Basel
methodology, has become the reference measure for the
activation of the Countercyclical Capital Buffer (CCyB)
due to its simplicity and good predictive power for future
systemic crises. However, it presents several shortcomings
that could lead to suboptimal decisions in many countries
if it were used as an automatic rule for the activation of the
CCyB. We study to what extent the purely statistical
nature of the Basel methodology is responsible for these
undesired effects by considering potential complementary
credit gap measures that incorporate economic
fundamentals. Specifically, we analyse the performance
of two alternative (semi-) structural models that may
account for these factors. We assess the proposed
measures using time series data from the 70’s for six
European countries and compare them to the Basel gap.
We find that the proposed models provide more accurate
early warning signals of the build-up of cyclical systemic
risk than the Basel gap, as well as lower upward

and downward biases after rapid changes in
fundamentals.
Nonetheless,
results
evidence
heterogeneity in the ability from different models and
specifications across countries to forewarn about future
crises. This result evidences the differences in the financial
cycles and their drivers across countries, and shows the
importance in macroprudential policy of considering
flexible approaches that adapt to national specificities.

CREDIT ALLOCATION ALONG THE BUSINESS CYCLE: EVIDENCE
FROM THE LATEST BOOM BUST CREDIT CYCLE IN SPAIN
Roberto Blanco and Noelia Jiménez

to include claims to the public and the financial sector, the
transmission of monetary policy is mainly through foreign
currency loans, but bank heterogeneity plays a role in the
transmission to local currency loans. In general, a
tightening of the ECB monetary policy results in an
increase in lending abroad. Exchange rate changes only
affect foreign currency-denominated lending.

The Effects of Tax Changes on Economic Activity: A
Narrative Approach to Frequent Anticipations
Sandra García-Uribe
WORKING PAPER Nº 1828

WORKING PAPER Nº 1826

Using a dataset that merges information of loan
applications from the Spanish CCR with firms’ financial
accounts, we find that during the great recession access
to credit of firms with weak balance sheets deteriorated
relative to other firms. However, contrary to the financial
accelerator theory, we find that during the recovery phase
after the latest recession access to credit of weaker firms
did not improve relative to other firms and it even further
deteriorated somewhat. We also provide empirical
evidence that lending policies of banks with firms they are
exposed to before the lending decision is taken
are comparatively less sensitive to public information than
those applied to new firms. This result, together with the
positive correlation we find between firms’ access to bank
loans and the number of firms’ bank credit relationships,
might be linked to the existence of private information
developed by banks through their interaction with
borrowers. We also find that this relationship lending
contributed to smooth credit contraction during the crisis.

The relevance of currency-denomination for the
cross-border effects of monetary policy
Isabel Argimón
WORKING PAPER Nº 1827

We analyze how a change in ECB monetary policy affects
lending of internationally active banks, depending on
whether the currency of the claim is the one of the
counterparty country, using Spanish individual bank data.
We analyse the transmission from an outward perspective,
exploring how banks adjust their foreign lending
denominated in local and in foreign currency to changes
in monetary policy, both cross-border and also through
their affiliates located in other countries. We find that nonbank private claims in local currency respond much less
to the ECB monetary policy stance than claims in foreign
currency. We also find that the spillover effects on crossborder lending denominated in foreign currency depend
on banks’ characteristics. When we broaden the analysis
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This paper studies the effects of anticipations of tax
changes in the USA through the release of tax news in
the media. I construct a new measure that captures the
anticipation of tax bill approvals by exploiting the content
of news in the US television. Since this information
typically flows faster than standard measures of GDP, I
propose a mixed frequency dynamic factor model to
estimate both the economic activity latent factor and the
effects of anticipated tax shocks on it. I find that
onemonth-ahead media anticipations of tax approvals
significantly stimulate current economic activity. This
stimulation comes from anticipations of tax cuts.

THE G-20 REGULATORY AGENDA AND BANK RISK
Matías Cabrera, Gerald P. Dwyer and María J. Nieto
WORKING PAPER Nº 1829

Using international listed banks from the United States,
Europe, Japan and China from 2004 to 2014, we analyse
the effect on bank risk of some of the most relevant new
elements of the prudential regulatory framework proposed
in the wake of the Great Financial Crisis. We measure risk
by a market measure, namely the volatility of banks’ stock
returns. We also examine the effect of government
support during the financial crisis and of designation as a
G-SIB. We find little support for an association with
government support and none for a negative relationship.
We find support for a positive effect of designation as a
G-SIB on risk. We find a positive association with securities
trading and a negative association with capital. Banks’
chosen liquidity is unimportant for this measure of risk.

CHINESE EXPORTS AND NON-TARIFF MEASURES: TESTING
FOR HETEROGENEOUS EFFECTS AT THE PRODUCT LEVEL
Jacopo Timini and Marina Conesa
WORKING PAPER Nº 1830

Concerns about a possible turn of the global trade policy
agenda are on the rise. Indeed, even if tariffs are at a

historically low levels, non-tariff measures (NTMs) play an
important — and growing — role in global trade policy. In
this paper, using a recently released database on NTMs
(UNCTAD), and relying on a gravity model, we focus on
Chinese exports with two aims in mind: the first is to test
for possible heterogeneous effects of different type of
NTMs. The second is to verify empirically whether NTMs
have larger negative effects for specific set of goods, i.e.
final goods. We find that 1) technical NTMs tend to have
positive effects on trade flows, whereas non-technical
NTMs do not have clear effects at the aggregate level and
2) NTMs have heterogeneous effects at the product level:
in the case of final goods, non-technical NTMs have
negative and significant effects.

households’ balance sheets and the effect of fiscal
policy
Javier Andrés, José E. Boscá, Javier Ferri and Cristina
Fuentes-Albero
WORKING PAPER Nº 1831

Using households’ balance sheet composition in the
Panel Survey of Income Dynamics, we identify six
household types. Since 1999, there has been a decline in
the share of patient households and an increase in the
share of impatient households with negative wealth.
Using a six-agent New Keynesian model with search and
matching frictions, we explore how changes in
households’ shares affect the transmission of government
spending shocks. We show that the relative share of
households in the left tail of the wealth distribution plays
a key role in the aggregate marginal propensity to
consume, the magnitude of fiscal multipliers, and the
distributional consequences of government spending
shocks. While the output and consumption multipliers
are positively correlated with the share of households
with negative wealth, the size of the employment
multiplier is negatively correlated. Moreover, our
calibrated model delivers jobless fiscal expansions.

ADAPTING LENDING POLICIES WHEN NEGATIVE INTEREST
RATES HIT BANKS’ PROFITS
Óscar Arce, Miguel García-Posada, Sergio Mayordomo

up their risk weighted assets and capital ratios. These
banks also increase non-interest charges more. But,
importantly, we find no differences in banks’ credit supply
or standard setting, neither in the Euro area nor in Spain.
These findings suggest that negative rates do not
necessarily contract the supply of credit and that the socalled “reversal rate” may not have been reached yet.

CORPORATE COST AND PROFIT SHARES IN THE EURO AREA
AND THE US: THE SAME STORY?
Vicente Salas, Lucio San Juan y Javier Vallés
WORKING PAPER Nº 1833

This paper presents evidence of how the shares of labour
and capital costs and profits in the gross value added of
corporate sectors of France, Germany, Italy, Spain and
the US varied between 1995 and 2016, and seeks to
explain the differences between countries and how they
have developed over time. The descriptive evidence does
not support the hypothesis of a convergence in the
composition of the countries’ corporate gross value
added in the period, either within the euro area or between
Europe and the US, nor is there evidence of a generalised
downward trend in the share of labour costs over time.
The parallel upward trend in the corporate profit share
of the US and Germany between 2000 and 2016 stands
out, with German corporate profit share consistently
above that of the US. The evidence presented here
supports the claim made by other studies that increasing
corporate market power is the main driver of changes in
the composition of gross value added over time in the
case of the US. In the euro area countries, labour and
capital shares are also sensitive to changes in the relative
input prices of labour and capital (consistent with an
inferred elasticity of substitution between labour and
capital in production that is less than one, compared with
the inferred value of one for the US). Finally, to explain
the high and increasing German corporate profit share, it
is necessary to account for the sustained comparative
production cost advantage of German corporations.

RECENT OCCASIONAL papers
link to OCCASIONAL papers page

and Steven Ongena
WORKING PAPER Nº 1832

What is the impact of negative interest rates on bank lending
and risk-taking? To answer this question we study the
changes in lending policies using both the Euro area Bank
Lending Survey and the Spanish Credit Register. Banks
whose net interest income is adversely affected by
negative rates are concurrently lowly capitalized, take
less risk and adjust loan terms and conditions to shore
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THE SPANISH SURVEY OF HOUSEHOLD FINANCES (EFF):
DESCRIPTION AND METHODS OF THE 2014 WAVE
Olympia Bover, Laura Crespo, Carlos Gento and Ismael Moreno
OCCASIONAL PAPER Nº 1804

The Spanish Survey of Household Finances 2014
(EFF2014) provides detailed information on the income,

assets, debt and spending of Spanish households
referring to end-2014. Together with the previous
waves of 2002, 2005, 2008 and 2011, the EFF2014
enables the analysis of two complete phases of the
economic cycle, which have had a strong impact on
the financial position of Spanish households. This
paper provides a detailed description of the most
relevant methodological aspects in the design and
implementation of this fifth edition: the sample
design, the questionnaire, the data collection process,
the validation of the data, the computation of
weights and the imputation procedures. Important
characteristics also present in this wave are the
oversampling of wealthy households and the panel
component of the sample.

The Microeconomic Origins of the Spanish Boom
Enrique Moral-Benito
OCCASIONAL PAPER Nº 1805

The Spanish growth experience over the 1995-2007
period was characterized by the remarkable surge in
employment and investment as well as the dismal
evolution of productivity. These macroeconomic
fluctuations were coupled with an unprecedented
credit boom fueled by a housing bubble. This article
reviews a line of research that investigates the
connection between these developments using
micro-level data on Spanish firms and banks. The
evidence suggests that the abundant availability of
credit, partially induced by the real estate bubble,
and its propagation through the Spanish production
network explain a sizable part of the massive
accumulation of labor and capital. Also, the
deterioration in the allocation of resources across
firms is the main responsible of the fall in aggregate
productivity. The allocation of credit across firms and
municipalities, the softening of banks lending
standards, and the low productivity of Spanish firms
can partly explain this deterioration.

La desigualdad de la renta, el consumo y la riqueza
en España
Brindusa Anghel, Henrique Basso, Olympia Bover,
José María Casado, Laura Hospido, Mario Izquierdo,
Ivan A. Kataryniuk, Aitor Lacuesta, José Manuel Montero
AND Elena Vozmediano
OCCASIONAL PAPER Nº 1806

This document analyses the level of inequality in Spain
and how it evolved over the course of the past crisis and
the early stages of the current recovery. To this end, it
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first introduces the various dimensions of wage,
income, consumption and wealth inequality, and
analyses how they have developed. The analysis
shows less wage dispersion in Spain than in other
comparable economies, even after the crisis years,
while the surge in unemployment during the period
resulted in a high level of inequality in per capita
income. The level of inequality in Spain is more
moderate when total gross household income is
analysed, decreasing during the crisis as a result of
pensions developing more favourably than other
sources of income, in conjunction with young people
delaying setting up home. Inequality in per capita
consumption rose during the crisis, particularly as a
result of a decrease in expenditure on consumer
durables by low-income households. Wealth
inequality exceeds income inequality and increased
during the downturn as a result of financial assets
outperforming real assets. Nevertheless, Spain’s
wealth inequality is moderate by international
standards, as ownership of real assets is more
widespread than in other countries. The way inequality
has evolved during the early stages of the current
economic recovery shows that falling unemployment
has enabled a reduction in wage income inequality,
as well as in per capita income inequality, albeit to a
lesser extent.

Institutional and economic determinants of regional
public debt in Spain
Mar Delgado-Téllez and Javier J. Pérez
OCCASIONAL PAPER Nº 1807

We analyze from an empirical point of view the
evolution and determinants of Spanish regional public
debt. Spain offers an interesting case study because
of its high level of fiscal decentralization, implemented
gradually during the past four decades, the parallel
entry into force of a number of national fiscal rules in
that period, and the heterogeneity of its regions, both
in terms of economic fundamentals and some
institutional features. Our main findings are the
following: i) regional governments’ fiscal policies
reacted to public debt increases, on average, over the
sample of study; ii) fiscal rules played a limited role in
controlling debt surges, being only marginally effective
in some instances, like high debt situations; iii) a higher
degree of regional fiscal co-responsibility tends to be
linked to more subdued debt dynamics; iv) marketdisciple indicators have encouraged some discipline
at the regional level, and v) regional non-standard
(commercial) debt surges present explanatory power
on the standard measure of public debt.

FINANCIAL STABILITY REVIEW
The Financial Stability Review is a half-yearly journal
published by the Banco de España that aims to act as
a platform for communication and dialogue regarding
issues related to financial stability, with a particular
focus on prudential regulation and supervision. Its
board of editors comprises internal and external
professionals. All articles appearing in the journal,
which may be authored by Banco de España staff or
researchers from other institutions, are refereed by at
least one member of the board of editors.

Completion of the Basel III post-crisis
reforms: overview and analysis
of key features
Rebeca Anguren, Christian Castro and Danae Durán
Financial Stability Review, 34, May 2018, 7-33

In December 2017, the Basel Committee published
the final revisions to the Basel III framework with the
aim of reducing the high variability observed in riskweighted assets. To this end, substantial changes
were made to several regulatory standards, including
the two available approaches (the standardised
approach and the internal ratings-based approach)
for credit risk, the leverage ratio, and the operational
risk and credit valuation adjustment frameworks. In
addition, an aggregate floor to risk-weighted assets
based on the standardised methods was added,
which provides a robust, risk-sensitive backstop
compared with the requirements obtained under
internal approaches. In parallel, the Basel Committee
completed its review of the prudential framework
applicable to sovereign exposures, without changes
to the current treatment at this stage. The article
provides a description of all these developments,
along with detailed explanations of their key features,
rationale and workings.

Bank branch closure and access to cash
in Spain
Concha Jiménez Gonzalo and Helena Tejero Sala
Financial Stability Review, 34, May 2018, 35-56

2017 Spain continued to be one of the euro area
countries with the highest number of branches per
inhabitant. At the end of that year, 4,109 municipalities
– in which 2.7% of the Spanish population live –
lacked a branch. The closure of bank branches does
not necessarily entail the financial exclusion of part of
the population, as there are alternative means for
access to banking services, such as the use of
electronic banking. However, the branch network
adjustment hinders access by the population to cash,
which banks seek to remedy by promoting other
access facilities such as off-site ATMs and mobile
branches. As a result, the proportion of the Spanish
population lacking nearby cash-access points is
estimated at approximately 1.96% of the national
total.

Banking concentration and competition
in Spain: the impact of the crisis
and restructuring
Paula Cruz-García, Juan Fernández de Guevara
and Joaquín Maudos
Financial Stability Review, 34, May 2018, 57-76

This article analyses recent developments in banking
concentration and competition in Spain, focusing on
the impact of the recent restructuring and
consolidation of the industry, with information at the
provincial level. The concentration indicators
presented show that, in principle, concentration has
increased since 2008, although when in the calculation
of net income regard is had to the cost attributable to
credit risk, the final conclusion is that such income is
not substantially different from that existing precrisis. Furthermore, market concentration at the
national level masks very different concentration
situations provincially, where banking concentration
levels are particularly high in some cases. Accordingly,
the analysis of banking concentration and competition
should take into account the relevant geographical
market, which is generally closer to the provincial
than the nationwide level.

Financial stability consequences for the expected
credit loss model in IFRS 9
Antonio Sánchez Serrano

From 2008 to 2017, the number of bank branches in
Spain has declined by 17,873 to 27,706, owing both
to the consolidation of the banking system and its
efficiency improvement-oriented policy. That said, in
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Financial Stability Review, 34, May 2018, 77-95

The article presents the approach for the accounting of
credit losses by banks defined by International Financial

Reporting Standard 9 (IFRS 9), in force since 1 January
2018. The new model aims to reflect in current financial
statements expected future credit losses, unlike the
previous model it has replaced, where accounting was
based on incurred losses. Overall, the more extensive
recognition of expected credit losses as and when they
arise will contribute favourably to financial stability.
However, the paradigm shift in accounting for credit losses
calls for reflection on other supervisory instruments such
as supervisory stress tests and the use of simple credit
risk-estimation models. It likewise poses the advisability of
better and more harmonised disclosures by banks, the
monitoring of how the new provisions evolve over
the cycle and ongoing interaction between accounting
standards and the regulatory framework.

Sovereign bond-backed securities as European
reference safe assets: a review of the proposal
by the HLTF-ESRB
Javier Mencía and María Rodríguez-Moreno
Financial Stability Review, 34, May 2018, 97-110

A High-Level Task Force (HLTF) of the European
Systemic Risk Board (ESRB) has recently put forward a
proposal aimed at increasing the supply of low-risk
financial assets in Europe through the securitisation of
national euro area sovereign debt. This article reviews
the proposal from different angles, including regulatory
and financial stability considerations, and current
market practices relating to safe assets. The authors
conclude that the proposal has some positive elements
that could help foster financial integration in the euro
area, although it poses challenges relating to financial
stability in times of stress. Against this background, it is
recommended that future steps to develop the project
should better acknowledge its attendant pros and cons.

acknowledge and act in consequence of the risks to
which climate change exposes them, and the public
and private responses triggered by the fight against it.
The main national and international measures geared
to improving the perception of climate risk and to
helping financial markets and intermediaries identify
green projects are also reviewed. The authors conclude
that climate change has not been fully taken on board
by the financial sector and they identify several
obstacles preventing the mobilisation of funds for
green projects, although the overall assessment at the
international level reveals favourable developments in
this respect.

RECENT PUBLICATIONS
IN REFEREED JOURNALS
Cross-border banking on the two sides of the
Atlantic: Does it have an impact on bank crisis
management?
María J. Nieto and Larry Wall
Journal of Banking Regulation
January 2018, Volume 19, Issue 1, PAGES 4–17

Discussion of the paper “Deciding between
alternative approaches in macroeconomics”
Gabriel Pérez Quirós
International Journal of Forecasting
January–March 2018, Volume 34, Issue 1, PAGES 139-141

Growing by learning: firm-level evidence
on the size-productivity nexus
Enrique Moral-Benito
SERIEs, Journal of the Spanish Economic Association

The risk of climate change and financial
institutions: international challenges, measures
and initiatives
José Manuel Marqués Sevillano and Luna Romo González
Financial Stability Review, 34, May 2018, 111-134

March 2018, Volume 9, Issue 1, PAGES 65–90

A quarterly fiscal database fit for macroeconomic
analysis
Francisco de Castro, Francisco Martí, Antonio Montesinos,

The 2015 Paris Agreement acknowledged the need to
mobilise financial flows towards investments supportive
of a low-greenhouse-gas-emissions economy and that
are environmentally beneficial, what is known as “green
finance”. The authors explain the debate on the new
demands climate change places on the financial system
as a whole and on the banking system in particular, so
that they may join the fight to minimise damages and
support preventive initiatives. An analysis is made of the
extent to which the financial markets and banks
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Javier J. Pérez and A. Jesús Sánchez
Hacienda Pública Española - Review of Public Economics
March 2018, Nº 224, PAGES 139-155

Does export concentration matter in economic
adjustment programmes? Evidence from the euro area
ELVIRA Prades and Paulo Soares
Journal of Policy Modeling
March–April 2018, Volume 40, Issue 2, PAGES 225-241

Marriage and health: selection, protection,
and assortative mating

Fiscal consolidation in a low inflation environment:
pay cuts versus lost jobs

Yuliya Kulikova, Nezih Guner and Joan Llull

Guilherme Bandeira, Evi Pappa, Rana Sajedi and Eugenia Vella

European Economic Review

International Journal of Central Banking

May 2018, Volume 104, PAGES 138-166

June 2018, Volume 14, N. 3, PAGES 7-52

Portfolio rebalancing and asset pricing
with heterogeneous inattention

The dynamic effects of public expenditure shocks
in the United States

OMAR Rachedi

Susana Párraga

International Economic Review

Journal of Macroeconomics

May 2018, VOLUME 59(2), PAGES 699-726

June 2018, Volume 56, Pages 340-360

The Spanish public pension system: The quest
for financial sustainability and equity

Borrowing constraints and housing price
expectations in the euro area

Pablo Hernández de Cos, Roberto Ramos

MIGUEL Ampudia and SERGIO Mayordomo

AND Juan Francisco Jimeno

Economic Modelling

Revista de Economía Aplicada

June 2018, Volume 72, Pages 410-421

SPRING 2018, Volumen XXVI, N. 76, PAGES 133-156

The great recession: the worst ever?

A spectral EM algorithm for dynamic factor models
Gabriele Fiorentini, Alessandro Galesi, and Enrique Sentana

Máximo Camacho, María Dolores Gadea

Journal of Econometrics

AND Gabriel Pérez Quirós

July 2018, Volume 205, Issue 1, Pages 249-279

Revista de Economía Aplicada
SPRING 2018, Volumen XXVI, N. 76, PAGES 73-100

A menu on output gap estimation methods
LUIS J. Álvarez and ANA Gómez-Loscos

Dealing with dealers: sovereign CDS comovements

Journal of Policy Modelling

Miguel Antón, Sergio Mayordomo and María Rodríguez

July-August 2018, Volume 40, Issue 4, Pages 827-850

Moreno
Journal of Banking and Finance
May 2018, Volume 90, PAGES 96-112

Bankruptcy reforms in the midst of the Great
Recession: The Spanish experience
Miguel GarcÍa-Posada and Raquel Vegas

Xtdpdml: Linear dynamic panel-data estimation using
maximum likelihood and structural equation modeling

International Review of Law and Economics
September 2018, Volume 55, Pages 71-95

Paul Allison, Enrique Moral-Benito and Richard Williams
Stata Journal
June 2018, Volume 18, N. 2, PAGES 293-326

The eurozone (expected) inflation: an option’s eyes view
Ricardo Gimeno and Alfredo Ibáñez
Journal of International Money and Finance

The role of cognitive limitations and heterogeneous
expectations for aggregate production and credit cycles

September 2018, Volume 86, Pages 70-92

PAUL de Grauwe and EDDIE Gerba
Journal of Economic Dynamics and Control

Markov switching dynamic factor models in real time

June 2018, Volume 91, Pages 206-236

Máximo Camacho, Gabriel Pérez Quirós and Pilar Poncela
International Journal of Forecasting
October-December 2018, Volume 34, Issue 4, Pages 598-611

When credit dries up: Job losses in the great
recession
Samuel Bentolila, Marcel Jansen AND Gabriel Jiménez
Journal of the European Economic Association
June 2018, Volume 16, Issue 3, Pages 650–695
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FORTHCOMING ARTICLES
IN REFEREED JOURNALS

The impact of the IRB approach on the risk weights
of European Banks
Carlos Pérez Montes, Carlos Trucharte Artigas, María
Elizabeth Cristófoli and Nadia Lavín San Segundo

What is the fiscal stress in the euro area? evidence
from a joint monetary-fiscal structural model

Journal of Financial Stability

Eddie Gerba
Ensayos Sobre Política Económica

Demographic structure and macroeconomic trends
Yunus Aksoy, Henrique S. Basso, Ron P. Smith AND Tobias Grasl
American Economic Journal: Macroeconomics

Great moderation and great recession. From plain
sailing to stormy seas?
Pérez-Quirós

Services deepening and the transmission of monetary
policy

International Economic Review

Alessandro Galesi and Omar Rachedi

ANA Gómez-Loscos, MARÍA DOLORES Gadea and GABRIEL

Journal of the European Economic Association

Financial institutions‘ business models and
the global transmission of monetary policy
Isabel Argimon, Clemens Bonner, Ricardo Correa,

Linking bank crises and sovereign defaults: evidence
from emerging markets

Patty Duijm, Jon Frost, Jakob de Haan, Leo de Haan

Irina Balteanu and Aitor Erce

and Viktors Stebunovs

IMF Economic Review

Journal of International Money and Finance

Currency unions and heterogeneous trade effects:
the case of the latin monetary union

Did the bank capital relief induced by the supporting
factor enhance SME lending?
Sergio Mayordomo and María Rodríguez Moreno
Journal of Financial Intermediation

JACOPO Timini
European Review of Economic History

Logit price dynamics

Volatility-related exchange traded assets:
an econometric investigation

James Costain and Anton Nakov

Javier Mencía and Enrique Sentana

Journal of Money, Credit and Banking

Journal of Business and Economic Statistics

The output effects of tax changes: narrative
evidence for Spain
Paula Gil, Francisco Martí, Richard Morris, Javier J. Pérez

Firm heterogeneity and aggregate business services
exports: Micro evidence from Belgium, France,
Germany and Spain

and Roberto Ramos

Andrea Ariu, Elena Biewen, Sven Blank, Guillaume Gaulier,

SERIES-Journal of the Spanish Economic Association

María Jesus González, Philipp Meinen, Daniel Mirza, Cesar
Martín and Patry Tello
The World Economy

Prudential filters, portfolio composition at fair
value and capital ratios in European banks
Isabel Argimón, Michel Dietsch and Ángel Estrada
Journal of Financial Stability

Competition and the welfare gains from
transportation infrastructure: evidence
from the golden quadrilateral of India
JosÉ Asturias, Manuel García-Santana and Roberto Ramos

The propagation of industrial business cycles
DANILO Leiva-León and MÁXIMO Camacho
Macroeconomic Dynamics
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Journal of the European Economic Association

The G-20 regulatory agenda and bank risk
MATÍAS CABRERA, GERALD P. Dwyer. and María J. Nieto
Journal of Financial Stability

Banks, climate risk and financial stability
María J. Nieto
Journal of Financial Regulation and Compliance

Markov-switching three-pass regression filter
DANILO Leiva-León , PIERRE Guérin, Massimiliano Marcellino
Journal of Business and Economic Statistics

Does on-the-job training help unemployed find a job?
evidence from an Italian region
C. Ghirelli, E. Havari, G. Santangelo, M. Scettri
International Journal of Manpower
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News and events

News
SERIEs Best Paper Award
The paper “Are there alternatives to bankruptcy? A
study of small business distress in Spain”, coauthored
by Miguel García-Posada and Juan Mora-Sanguinetti,
has been given the award for the best paper published
in SERIEs in the period 2014-2018.

the Conference looked for new evidence on the
relationship between monetary, tax and expenditure
policies and business cycles, with special attention to
the implications for long-term growth. How different
fiscal alternatives are likely to affect labor productivity
and growth, and how they can be coordinated with
other macroeconomic policies to improve social welfare
were also assessed.
Conference programme >

26th Finance Forum Award

Second Banco de España Annual Research Conference
(Jointly with IFS, London)

The paper “Adapting Lending Policies When Negative
Interest Rates Hit Banks' Profits”, coauthored by Óscar
Arce, Miguel García-Posada, Sergio Mayordomo and
Steven Ongena, has been recognized with the SANFI
Award to the best paper on Banking of the 26th Finance
Forum, held in Santander on 5-6 July 2018.

Madrid, 3-4, September 2018

Political Science Research and Methods Best Paper Award
The paper “The effect of electoral systems on voter
turnout: Evidence from a natural experiment”, by the
Banco de España researcher Carlos Sanz, has been
honored with the 2017/2018 Political Science Research
and Methods Best Paper Award, given to the best
paper published in the journal during the year.

Recent conferences
LINK TO CONFERENCES PAGE

5th World Bank - Banco de España Research Conference
Madrid, 4-5 June 2018

On June 4-5, the Banco de España hosted the
conference
“Macroeconomic
Policies,
Output
Fluctuations, and Long-term Growth”, jointly organized
with The World Bank. The goal of the conference was
to bring together academics and policy makers to
discuss on the effects of fiscal or monetary policies on
potential growth and the business cycle. In particular,
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On 3-4 September 2018, the Banco de España hosted
its Second Annual Research Conference at its Madrid
headquarters. This year the conference was in
conjunction with IFS, London, and the theme was Taxes
and Transfers. Leading scholars such as Richard
Blundell, Vítor Gaspar, Mikhail Golosov, Roger Gordon,
Rachel Griffith, Henrik Kleven, Camile Landais, Guy
Laroque, Gaetan Nicodeme, Florian Scheuer, Stefanie
Stantcheva, Kjetil Storesletten, Gianluca Violante, and
Owen Zidar, among others, participated.
Conference programme >

Workshop Programa Banco de España-Excelencia
en Educación e Investigación en Economía Monetaria,
Financiera y Bancaria 2016-2018
Madrid, 27 September 2018

In 2015 the Banco de España launched a programme
of research grants in macroeconomics, monetary
economics, finance and banking. Under this
programme, designed on a long-term basis, the Banco
de España signed several collaboration agreements
with universities and research institutions in order to
develop research projects in areas of interest for
central banks. In this workshop, the research projects
carried out wihtin the programme were presented.
Conference programme >

IV Seminar in Economic History
Madrid, 11 October 2018

Firms’ credit risk and the onshore transmission
of the global financial cycle
José Mª Serena

On October 11th the Banco de España will host the
IV Seminar in Economic History. As on previous
occasions, research projects on Economic History
financed by the Banco de España, together with other
papers on Spanish and international economic history
will be presented. Scholars are invited to submit their
proposals before June 15th.

Bank for International Settlements,
25 May 2018

Teorías del dinero y futuro del euro
Miguel Otero
Real Instituto Elcano,
29 May 2018

Conference programme >

Conference on the new bank provisioning standards:
Implementation challenges and financial stability
implications
Madrid 18-19 October 2018

The Banco de España, the Centre for Monetary and
Financial Studies (CEMFI) and the Financial Stability
Institute (FSI) of the Bank for International Settlements
(BIS) organized this conference, that was held at the
Banco de España’s headquarters in Madrid on 18-19
October 2018. International Financial Reporting
Standards 9 (IFRS 9) under IAS and Current Expected
Credit Losses (CECL) under US GAAP constitute new
references for banks to determine the way provisions
for credit risk losses will be calculated. The conference
was designed to the interest of all key players affected
by the introduction and the implementation of the new
provisioning standards.
Conference programme >

Recent Economic Research
Seminars

How do Firms Grow? The Life Cycle of Products
Matters
Sara Moreira
Northwestern University,
30 May 2018

Monetary Policy and Inequality under Labor Market
Frictions and Capital-Skill Complementarity
Juan Dolado
European University Institute,
06 June 2018

Downward Nominal Wage Rigidity and StateDependent Government Spending Multipliers
Wei Shen
Oklahoma State University,
07 June 2018

Commodity Pricing Models
Eduardo Schwartz
UCLA,
11 June 2018

LINK TO SEMINARS PAGE

Peer Effects in Risky Choices among Adolescents

Shocks vs Menu Costs: Patterns of Price Rigidity
in an Estimated Multi-Sector Menu-Cost Model

Melanie Lührmann

Hervé Le Bihan

Royal Holloway, University of London,

Banque de France,

09 May 2018

13 June 2018

The Fall in German Unemployment: A Flow Analysis
Jean-Marc Robin

The Center and the Periphery: Two Hundred Years
of International Borrowing Cycles

Sciences Po and UCL,

Graciela Kaminsky

23 May 2018

George Washington University,
20 June 2018
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Can Currency Competition Work?
Jesús Fernández Villaverde
University of Pennsylvania
28 June 2018

(The Struggle for) Refugee Integration into
the Labor Market: Evidence from Europe
Luigi Minale
Universidad Carlos III de Madrid,
12 September 2018

Uninsured Unemployment Risk and Optimal Monetary
Policy
Edouard Challe
Ecole Polytechnique,
19 September 2018

Competition, Geographic Proximity and Pricing
in the Retail Banking Industry
Santiago Carbó
CUNEF,
26 September 2018
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people
NEW FACES
JULIO GÁLVEZ
Financial Analysis Division

JULIO GÁLVEZ joined the Financial Analysis Division
of the Banco de España in September 2018, after
obtaining his Ph.D. in Economics from CEMFI,
Madrid. He also holds a MPhil in Economics and
Finance from CEMFI, and an undergraduate degree
in Business from the University of the Philippines.
Before joining the Banco de España, he was a
teaching assistant of Econometrics at the graduate
level.

low- and high-income households exhibit
differential participation and portfolio responses
with respect to large income shocks. For this
paper, Julio was awarded the Best Ph.D. Paper
prize at the 2017 CEPR European Conference in
Household Finance. He has also studied cyclical
timing behavior of hedge funds, and the asset
pricing implications of conditional asymmetries in
the European sovereign-bank nexus.

Julio’s research interest lies in the field of financial
economics. In one of his papers, “Household
portfolio choices and nonlinear income risk”, he
develops a semi-structural model to investigate
life-cycle household portfolio choice decisions
under nonlinear labor income risk. He finds that

In his future research, Julio plans to focus on
studying other aspects of household finance,
which include housing markets and the nature of
participation costs.
Research page: https://www.cemfi.es/~galvez/

DMITRY KHAMETSHIN
Monetary Policy Division

DMITRY KHAMETSHIN joined the Monetary Policy
Division at the Banco de España in October 2018.
He holds a Ph.D. in Economics from Universitat
Pompeu Fabra (December 2017), as well as MRes
in Business (Finance) from Tilburg University and
MSc in Economics and Finance from the Barcelona
Graduate School of Economics. Dmitry obtained
his BA from Higher School of Economics in Russia.
During his post-graduate studies, he was a teaching
assistant in courses of statistics and econometrics.

collateralizable assets. In a different project, Dmitry
has also studied the relationship between asset
encumbrance of banks and their credit risk - from
both a theoretical and an empirical perspective. In his
other work, Dmitry analyzes the effects of central
bank interventions in the derivative FX markets in an
emerging economy. The results suggest that by
acting as a hedger of last resort, a central bank can
affect banks credit supply and partially alleviate the
adverse effects of global financial cycles.

Dmitry does empirical research in the field of banking,
monetary policy, and financial stability. In one of his
projects, Dmitry studied the effects of eligibility
of assets in the central bank refinancing operations
on liquidity premiums. The results demonstrate
sizable effects of eligibility decisions on pricing of

In his ongoing projects, Dmitry studies the diversity–
diversification trade-off of banks portfolio and
credit decisions as well as its implication for
liquidation risk and financial stability.
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Research page: https://dmitrykhametshin.github.io/

PAU ROLDAN
Structural Analysis Division

PAU ROLDAN joined the Structural Analysis Division
at the Banco de España in September 2018. He
holds a Ph.D. in Economics from New York
University (May 2018), a Master of Research
from Universitat Pompeu Fabra (2012), and a
Master of Science from the Barcelona Graduate
School of Economics (2011). Prior to his graduate
studies, Pau obtained a B.A. (Licenciatura) in
Economics from Universitat Pompeu Fabra (2010).
For many years throughout his studies at UPF and
NYU, he was a teaching assistant in courses in
statistics, microeconomics, and macroeconomics.
Pau does applied theory research in various topics
of macroeconomics, with specialization in firm
dynamics, search theory, and economic growth.
His work is motivated by micro-level empirical
evidence, which is seen through the lens of
quantitative heterogeneous-agent macro models
in order to understand the implications at the
aggregate level. In his work "Firm Dynamics and
Pricing under Customer Capital Accumulation", he
proposes a search-and-matching model of
endogenous price markups as an engine of firm
growth, motivated by the empirical observation
that a large share of firm growth is due to demand
accumulation. Using a large panel of micro-level
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pricing data from the retail sector in the United
States, he finds that the desire by firms to
accumulate customers can lead to very different
responses to aggregate supply and demand
shocks across firms of different sizes. In particular,
the proposed mechanism gives rise to procyclicality
in markups, and additional amplification and
persistence, particularly for smaller firms. In a
separate paper, called "Advertising, Innovation,
and Economic Growth" (joint with Laurent
Cavenaile from the University of Toronto), Pau
studies how advertising decisions may impact
firms' desire to conduct R&D and, ultimately, how
these may affect economic growth as well as the
design of industrial policies, such as targeted R&D
subsidies.
Currently, Pau is exploring the effects of foreign
competition on domestic firms' markups, and
studying how these can relate to the incentives of
firms to perform innovative activities. The goal
of this line of research is to understand the dynamic
effects of trade liberalization episodes on markups,
innovation, and economic growth, and to provide
recommendation for the design of foreign policy.
Research page: http://pauroldan.weebly.com

announcements
Job openings for PhD Economists
The Banco de España is hiring in the job market. The
Bank is interested in individuals with strong modeling and
empirical skills to conduct high-quality policy-oriented
research, to produce reports for the Bank’s senior
management and to write for the Bank’s publications. The
application deadline is 21 November 2018.

Job details at JOE >

link to conferences page

Banco de España-SUERF conference: Financial
disintermediation and the future of the banking sector
Madrid, 30 October 2018

The Banco de España and SUERF are jointly organizing
a conference entitled "Financial desintermediation and
the future of the banking sector", that will take place
in the Banco de España headquarters on 30 October

42

Conference programme >

Conference on risk, volatility and central banks'
policies

upcoming conferences
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2018. The event will bring together academics,
practicioners and policymakers to discuss the process
of financial desintermediation and the role of monetary
policy and financial regulation, the future of the banking
sector and the Capital Markets Union.
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Madrid, 29-30 November 2018

The Banco de España will organize a joint conference
with the Central Bank Research Association (CEBRA)
on "risk, volatility and central banks' policies", on 29-30
November in Madrid. The conference aims to cover a
broad range of topics related to risk and volatility. The
Banco de España and CEBRA chose this topic, taking
into account the growing awareness of the importance
of risk and market volatility for both monetary policy
and financial stability.
Conference programme >
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