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Kurzbeschreibung

Die Dissertation ,Non-Performing Loans: Determinants — Default — Dives-
titure“ nimmt die aktuellen Leitlinien der Europaischen Aufsichtsbehor-
den zum Umgang mit notleidenden Krediten (NPL) zum Anlass, die
Wirksamkeit der bereits genutzten und darin vorgeschlagenen Mechanis-
men anhand von vier wissenschaftlichen Studien zu beleuchten. Im Rah-
men eines systematischen Literaturiiberblicks werden zunachst die Deter-
minanten der mit dem Terminus NPL beschriebenen Situation auf makro-
okonomischer, Bank- und Kreditebene untersucht. Im Anschluss betrach-
ten drei empirische Analysen die Marktreaktionen auf Abwicklungsankiin-
digungen notleidender Assets im Europaischen Aktien- und Fremdkapital-
markt. Die Ergebnisse prisentieren der Bankenindustrie sowie dem Leitli-
niengeber und seinen Mitgliedstaaten einen nuancierten Impuls, wie in
Zeiten sich stetig dndernder okonomischer Rahmenbedingungen mit
einem hohen Bestand an notleidenden Vermogenswerten umgegangen
werden kann.



Abstract

Based on the recent European regulatory policies on non-performing loans
(NPL), the dissertation “Non-Performing Loans: Determinants — Default —
Divestiture” presents four stand-alone research papers on determinants, de-
fault and divestiture of NPL that explore the effectiveness of the proposed
restructuring mechanisms. To begin with, determinants of the situation
described by the term NPL are diligently examined, employing a systemat-
ic literature review at the macroeconomic, bank and loan level. Subse-
quently, three empirical research studies are devoted to an analysis of secu-
rity pricing in reaction to NPL divestiture activity in the European equity
and debt capital market. The results offer a nuanced impulse to both the
bank’s leadership as well as the supervisor and its member states on how to
deal with large amounts of risky assets in times of constantly changing eco-
nomic circumstances.



Table of Contents

List of Figures

List of Tables
Abstract

List of Abbreviations

1 General Introduction

1.1 Problem definition and research objectives
1.2 Dissertation studies

2 Determinants of non-performing loans: What do we know?

2.1 Introduction
2.2 Structured review methodology
2.2.1 Object under investigation
2.2.2 Information retrieval
2.2.3 Descriptive analysis
2.3. Review of research
2.3.1 Results on macroeconomic factors
2.3.1.1 Economic environment
2.3.1.2 Monetary aspects
2.3.1.3 Sovereign debt
2.3.1.4 Price levels
2.3.1.5 Terms of trade
2.3.2 Results on bank-specific factors
2.3.2.1 Cost efficiency
2.3.2.2 Bank capitalization
2.3.2.3 Lending policy
2.3.2.4 Economics of information
2.3.2.5 Corporate governance
2.3.3 Results on loan-specific factors
2.3.3.1 Terms of credit
2.3.3.2 Disaggregated loan aspects

13

15

17

19

20
22

26

26
29
29
30
32
36
38
39
40
41
42
43
44
45
47
49
50
53
54
5S
56



Table of Contents

3

10

2.3.3.3 Interaction with the real economy
2.4. Conclusion
2.4.1 Practical implications of this review

2.4.1.1 Macroeconomic considerations

2.4.1.2 Bank-specific considerations

2.4.1.3 Loan-specific considerations

2.4.2 Avenues for future research

2.4.2.1 Research activity 1: direct research towards
loan-specific events

2.4.2.2 Research activity 2: direct research towards
interdisciplinary and disaggregate analysis of
collateral, assets and borrowers

2.4.2.3 Research activity 3: why do some countries
perform better than others? Application of
existing theories to different regions, political
systems and country clusters

2.4.2.4 Research activity 4: direct research towards pro-
cyclical application of available knowledge for
prudent stress testing

2.4.2.5 Research activity 5: direct research towards a
methodological discussion of possible issues of
endogeneity in panel data sets

The pricing of European non-performing real estate loan
portfolios

3.1 Introduction
3.2 Related literature and hypothesis development
3.3 Data and methodology
3.3.1 Data
3.3.2 Methodology
3.4 Empirical results
3.4.1 Abnormal returns following NPL divestiture
announcements
3.4.2 Real estate driven abnormal returns
3.4.3 Cross-sectional analysis of abnormal returns
3.4.4 Cross-sectional buy-side analysis
3.5 Conclusion

58
62
63
63
64
64
65

65

66

67

67

68

69

69
72
75
75
81
83

83
86
89
93
97



Table of Contents

4 How does CDS trading impact the stock market reaction to

banks’ distressed asset sales? 100
4.1. Introduction 100
4.2. Literature review and hypotheses development 103
4.3. Data and methodology 105
4.3.1 Sample construction and event study methodology 105
4.3.2 Descriptive statistics 107
4.4. Results 108
4.4.1 Abnormal returns following NPL divestiture 108

4.4.2 The impact of the introduction of CDS trading on NPL
sales 110
4.4.3 NPL sales at TBTF-banks 113
4.5 Conclusion 114
5 Do NPL portfolio sales help reduce banks’ financing costs? 116
5.1. Introduction 116
5.2. Sample construction and methodology 118
5.3. Results 119
5.4. Robustness tests 120
5.5. Conclusion and economic implications 123
6 Concluding remarks 124
Appendix 129
References 139

11






List of Figures

Figure 1.1

Figure 2.1

Figure 2.2

Figure 2.3

Figure 2.4

Figure 2.5

Figure 3.1
Figure 4.1

Figure 6.1

Dissertation research design

NPL as percent share of total loans in the U.S., China,
and the Euro Area during 2006-2015

Coding of the concept-centric analysis

Synthesis of macroeconomic second order codes as
determinants of NPL

Synthesis of bank-specific second order codes as
determinants of NPL

Synthesis of loan-specific second order codes as
determinants of NPL

Cumulative average abnormal return performance
Cumulative average abnormal return performance

Synthesis of determinants of NPL in a concept-centric
analysis

24

28

37

38

44

54

86

112

124

13






List of Tables

Table 2.1

Table 2.2

Table 2.3

Table 2.4

Table 3.1

Table 3.2

Table 3.3

Table 3.4

Table 3.5

Table 3.6

Table 3.7

Table 3.8

Table 4.1

Table 4.2

Table 4.3

Table 4.4

Publication count
Publication count by ABS-rated journals

Top-ten references by citation count from ABS-rated
journals

Matrix of analysis
Distribution of collateral types

Key financial characteristics of vendors in the event
study sample

Abnormal stock returns following NPL divestiture
announcements

Abnormal stock returns per collateral type
Decile sorting of cumulative abnormal returns
Cross-sectional sell-side regression results

Real estate logistic regression results

Buyer type logistic regression results

Key financial characteristics of vendors in the event
study sample

Abnormal stock returns for the overall sample

Abnormal stock returns separated for the
introduction of CDS trading

NPL sales from SIFIs

33

34

35

60

78

80

84

88

90

92

94

96

108

109

111

113

15



