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WELCOME TO THE 1ST ENDLESS SUMMER
CONFERENCE ON FINANCIAL INTERMEDIATION
AND CORPORATE FINANCE
Dear colleagues and friends,
On behalf of the Organizing Committee, we have the great pleasure to welcome you to the 1st
Endless Summer Conference on Financial Intermediation and Corporate Finance, which
takes place in the beautiful town of Larnaka. The town has a long, colourful and rich history.
Hundreds of years of contrasting civilizations, architecture and culture have left their mark on
what has always been one of Cyprus’s most important and diverse regions. The conference is
hosted in a building of great cultural importance for the town of Larnaka, the “Municipal Art
Gallery”, which is housed in one of the old 1881 Colonial buildings on Europe Square (at the start
of the Foinikoudes Promenade). The Municipal Art Gallery regularly hosts thematic exhibitions
featuring a wide range of artists from the island, as well as from abroad. Exhibitions are displayed
across four interconnecting halls and often include sculptures and modern constructions
alongside paintings. The gallery’s permanent collections of paintings consist of pieces by Cypriot
and other artists, representative of contemporary artistic talent on the island. The Gallery was
granted the Europa Nostra award in 1995 for the quality it offers to the cultural life of the citizens.
This conference could not have been possible without the help of many colleagues and
contributors. The Cyprus University of Technology, the University of Zurich, Montpellier Business
School, Fordham University, the University of Essex, Durham University Business School, KU
Leuven and Eurobank have provided behind-the-scenes support, both practical and financial.
We would like to extend our sincere gratitude to the Mayor of Larnaka, Mr Andreas Vyras, and
Larnaka Municipal Council for their support and hospitality. We are also especially grateful to
Gregoris Gregoriou, Ioannis Koutras and Marina Magidou for their untiring and impressive
administrative and technical support in helping us bring together this event. Finally, our earnest
thanks go to the members of the Scientific and Program Committees for their invaluable
academic input, which has been crucial to the successful organization of the conference.
We have a magnificent location and distinguished speakers and we hope you will benefit greatly
from the stimulating program.
We wish you an enjoyable Conference and a pleasant stay in Larnaka, a town full of tradition,
history and hospitality.

The Organizing Committee
Panayiotis C. Andreou (Cyprus University of Technology)
Sotirios Kokas (University of Essex)
Dennis Philip (Durham University)
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1ST ENDLESS SUMMER CONFERENCE
ON FINANCIAL INTERMEDIATION AND CORPORATE FINANCE

2018 CONFERENCE
SEPTEMBER 6 – 7
LARNAKA, CYPRUS

PROGRAM TIMETABLE
Wednesday, September 5
17:00-18:30

Registration and help desk

19:30

Welcome Dinner (To Arxontikon)

Thursday, September 6
7:30-15:30

Registration and help desk

Opening Address

Organizer: Panayiotis Andreou, Cyprus University of Technology

8:05-8:15

Organizer: Steven Ongena, Zurich, SFI, Leuven & CEPR
Session 1
Chair: Steven Ongena, Zurich, SFI, Leuven & CEPR

8:15-9:10
30 minutes
10 minutes

“Investor Ideology”
Presenter: Enrichetta Ravina, Northwestern University
Discussant: Ian Cooper, London Business School

9:10-10:05

“The Origins and Real Effects of the Gender Gap: Evidence from CEOs’
Formative Years”
Presenter: Denis Sosyura, Arizona State University
Discussant: Patrick Verwijmeren, Erasmus University Rotterdam

30 minutes
10 minutes

Session 2 (incl. posters)
Chair: Manthos Delis, Montpellier Business School
10:30-11:30

Poster Session

11:30-12:25

“Liability Structure and Risk-Taking: Evidence from the Money Market Fund
Industry”
Presenter: Ivika Jäger, Stochholm School of Economics
Discussant: Klaas Mulier, University of Ghent

30 minutes
10 minutes
12:25-13:40

Lunch Break (Sun Hall Hotel)
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13:40-14:35
30 minutes
10 minutes

“Financial Access Under the Microscope”
Presenter: Andrea Presbitero, IMF & MoFiR
Discussant: Jens Hagendorff, University of Edinburgh

14:35-15:30
30 minutes
10 minutes

“Financial sector origins of economic growth delusion”
Presenter: Frederic Malherbe, University College London & CEPR
Discussant: Pedro Gete, IE Business School

20:00

Dinner (Bolivar House)

Friday, September 7
7:30-15:30

Registration and help desk
Session 3
Chair: Iftekhar Hasan, Fordham University

8:15-9:10
30 minutes
10 minutes
9:10-10:05
30 minutes
10 minutes

“Bank sectoral concentration and (systemic) risk: Evidence from a worldwide
sample of banks”
Presenter: Olivier De Jonghe, National Bank of Belgium &Tilburg
Discussant: Diane Pierret, HEC Lausanne
“Gambling Traps”
Presenter: Anil Ari, IMF
Discussant: Ansgar Walther, Imperial College London
Session 4 (incl. posters)
Chair: Arnoud Boot, University of Amsterdam

10:30-11:30

Poster Session

11:30-12:25
30 minutes
10 minutes

“The effect of Credit Supply on Wage Inequality Between and Within Firms”
Presenter: Farzad Saidi, Stochholm School of Economics
Discussant: Thomas Lambert, Erasmus University Rotterdam

12:25-13:40

Lunch Break (Sun Hall Hotel)

13:40-14:35

“From Finance to Extremism: The Real Effects of Germany’s 1931 Banking
Crisis”
Presenter: Sebastian Doerr, University of Zurich
Discussant: Fabio Braggion, University of Tilburg

30 minutes
10 minutes
14:35-15:30
30 minutes
10 minutes

“Bank resolution and public backstop in an asymmetric banking union”
Presenter: Sergio Vicente, Universidad Carlos III
Discussant: Arnoud Boot, University of Amsterdam

Concluding Remarks

Organizer: Sotirios Kokas, University of Essex
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Poster Sessions - Thursday 10:30-11:30 and Friday 10:30-11:30
Poster 1
Philipp Schaz, Humboldt University
“Bank Loan Supply during Crises: The Importance of Geographic Diversification”
Poster 2
Antonios Kotidis, University of Bonn
“The (Unintended?) Consequences of Capital Regulation on Repo Markets”
Poster 3
Nathan Converse, Federal Reserve Board
“How ETFs Amplify the Global Financial Cycle in Emerging Markets”
Poster 4
Fulvia Fringuellotti, Zurich
“Credit and Income”
Poster 5
Jose Mendoza, KU Leuven
“Clearing Fees and Market Quality”
Poster 6
Diane Pierret, HEC Lausanne
“Stressed Banks”
Poster 7
Patricio Toro, Banco Central de Chile
“Credit Guarantees and New Bank Relationships”
Poster 8
Thomas Lambert, Erasmus University
“Winning Connections? Special Interests and the sale of Failed Banks”
Poster 9
Christodoulos Louca, Cyprus University of Technology
“CEO Overconfidence and the Value of Corporate Cash Holdings”
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SESSIONS ABSTRACTS:
Session 1

Session 2

Chair: Steven Ongena

Chair: Manthos Delis

S.1.1 Investor Ideology
Patrick Bolton, Tao Li, Enrichetta Ravina, and
Howard Rosenthal
Discussant: Ian Cooper, London Business School
This paper estimates a spatial model of proxy voting,
the W-NOMINATE method for scaling legislatures,
and maps institutional investors onto a left-right
dimension based on their votes for fiscal year 2012.
The far-left are socially responsible and the far-right
are “money-conscious” investors. Significant
ideological differences reflect an absence of
shareholder unanimity. The proxy adviser ISS, similar
to a political leader makes voting recommendations
that place it center-left; to the left of most mutual
funds. Public pension funds and other investors on
the left support a more social and environmentfriendly orientation of the firm and fewer executive
compensation proposals.

S.2.1 Liability Structure and Risk-Taking:
Evidence from the Money Market Fund Industry
Ramin P. Baghai, Mariassunta Giannetti, Ivika
Jäger
Discussant: Klaas Mulier, University of Ghent
We exploit a change in regulation of money market
funds to investigate how the structure of liabilities
impacts financial intermediaries’ asset holdings. We
show that following a change in regulation, which
made prime money market funds’ liabilities less
money-like, safer funds exited the industry. The
remaining funds increased the riskiness of their
portfolios, possibly in response to an increase in the
sensitivity of flows to performance. To the best of our
knowledge, our paper provides the first evidence in
support of theories highlighting that the
characteristics of financial intermediaries’ assets and
liabilities are jointly determined.

S.1.2 The Origins and Real Effects of the Gender
Gap: Evidence from CEOs’ Formative Years

S.2.2 Financial Access Under the Microscope

Ran Duchin, Mike Simutin, Denis Sosyura

Sumit Agarwal, Thomas Kigabo, Camelia Minoiu,
Andrea Presbitero and André F. Silva

Discussant: Patrick Verwijmeren, Erasmus University
Rotterdam
CEOs allocate more investment capital to male than
female division managers. Using data from individual
Census records, we find that this gender gap is driven
by CEOs who grew up in male-dominated families—
those where the father was the only income earner
and had more education than the mother. The gender
gap also increases for CEOs who attended all-male
high schools and grew up in neighborhoods with
greater gender inequality. The effect of gender on
capital budgeting introduces frictions and erodes
investment efficiency. Overall, the gender gap
originates in CEO preferences developed during
formative years and produces significant real effects.

Discussant: Jens Hagendorff, University of
Edinburgh
We examine the impact of a large-scale microcredit
expansion program on access to finance and the
transition of first-time borrowers from microfinance
institutions to the formal banking sector. Using microlevel data covering the universe of loans to individuals
from a developing country, we show that the program
significantly increased access to credit, particularly in
less developed areas. This effect is driven by the
newly set-up credit cooperatives (U-SACCOs), which
grant loans to previously unbanked individuals. About
10% of first-time borrowers that need a second loan
switch to the formal banking sector, with commercial
banks cream-skimming less risky borrowers from USACCOs and granting them cheaper, larger, and
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longer-term loans. These borrowers are not riskier
than similar individuals already in the formal banking
sector and only initially receive smaller loans. These
results suggest that the microfinance sector, together
with a well-functioning credit reference bureau, play
an essential role in mitigating information frictions in
credit markets.
S.2.3 Financial sector origins of economic growth
delusion
Frederic Malherbe and Michael McMahon
Discussant: Pedro Gete, IE Business School
After financial crises, GDP is typically persistently
weak compared to pre-crisis trends. We build a
simple competitive general equilibrium model to
highlight role that the financial sector may have in
boosting GDP to unsustainable, undesirable levels
before financial crises. Allowing banks to freely trade
in financial securities exacerbates the problem.
Because loans generate collateral, banks are willing
to make lending losses in equilibrium in order to
generate trading profit. Our analysis suggests that
economists that forecast growth on the basis of timeseries trends could be deluded into thinking that the
inefficient boost to GDP that derives from an
increased ability by the financial sector to exploit such
a mechanism is sustainable potential output capacity.

Session 3
Chair: Iftekhar Hasan
S.3.1 Bank sectoral concentration and (systemic)
risk: Evidence from a worldwide sample of banks
Thorsten Beck, Olivier De Jonghe and Klaas Mulier
Discussant: Diane Pierret, HEC Lausanne
We propose a novel technique to measure three
aspects of banks' sectoral concentration that feature
prominently in theories of (systemic) bank risk:
sectoral specialization, differentiation from peer
banks, and financial sector exposure. We provide
external validity for these new measures and analyze
their impact on (systemic) bank risk. Four
relationships appear robust across time, countries,

and methods. Specialization is associated with lower
individual and systemic bank risk. Differentiation from
peers is negatively related to individual bank risk.
Financial sector exposure is positively related to
systemic bank risk. These findings inform the
theoretical and policy debate on the relationship
between sectoral concentration and banks' stability.

S.3.2 Gambling Traps
Anil Ari
Discussant: Ansgar Walther, Imperial College London
I propose a dynamic general equilibrium model in
which strategic interactions between banks and
depositors may lead to endogenous bank fragility and
slow recovery from crises. When banks’ investment
decisions are not contractible, depositors form
expectations about bank risk-taking and demand a
return on deposits according to their risk. This creates
strategic complementarities and possibly multiple
equilibria: in response to an increase in funding costs,
banks may optimally choose to pursue risky portfolios
that undermine their solvency prospects. In a bad
equilibrium, high funding costs hinder the
accumulation of bank net worth and lead to a
“gambling trap” with a persistent drop in investment
and output. I bring the model to bear on the European
sovereign debt crisis, in the course of which undercapitalized banks in default-risky countries
experienced an increase in funding costs and raised
their holdings of domestic government debt. The
model is quantified using Portuguese data and
accounts for macroeconomic dynamics in Portugal in
2010-2016. Policy interventions face a trade-off
between alleviating banks’ funding conditions and
strengthening risk-taking incentives. Liquidity
provision to banks may perpetuate gambling traps
when not targeted. Targeted interventions have the
capacity to eliminate adverse equilibria.
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Session 4
Chair: Arnoud Boot
S.4.1 The Effects of Credit Supply on Wage
Inequality between and within Firms
Christian Moser, Farzad Saidi, Benjamin Wirth
and IAB Nuremberg
Discussant: Thomas Lambert, Erasmus University
Rotterdam
In this paper, we study the effect of a credit supply
shock on the distribution of wages within and
between firms. To this end, we construct a novel
dataset combining administrative linked employeremployee data with information on firms’ preexisting
bank relationships in the syndicated-loan market.
We use the introduction of negative monetary policy
rates in the euro area as a source of variation in
banks’ credit supply to firms in Germany. We find
that this credit supply shock leads to higher withinfirm wage inequality at more affected employers. At
the same time, we find a reduction in between-firm
wage inequality due to average wages increasing
more among initially lower-paying employers.

strong reduction in the wage bill for connected firms.
This led to increasing city-level unemployment in
cities with more Danat-connected firms. The effects
are notably stronger in cities with a higher share of
non-exporting firms, where local demand spillovers
are higher. Second, Danat exposure significantly
increased Nazi Party support between 1930 and
1933 elections, but not between 1928 and 1930 —
before the banking crisis but after the start of the
Great Depression and high unemployment. The
financial crisis increased support for the Nazi party
the most in areas with both deep-seated historical
anti-Semitism, and more net savers than borrowers.
Not only did the banking crisis help the Nazis rise to
power, but cities with higher Danat exposure saw
fewer marriages between Jews and gentiles after
the banking crisis. Also, after 1933, there were more
attacks on Jews and their property in Danat
exposed cites, and deportation rates were higher.
S.4.3 Bank resolution and public backstop in
an asymmetric banking union
Anatoli Segura, Sergio Vicente

S.4.2 From Finance to Extremism: The Real
Effects of Germany’s 1931 Banking Crisis
Sebastian Doerr, Stefan Gissler, José-Luis
Peydró and Hans-Joachim Voth
Discussant: Fabio Braggion, University of Tilburg
Do financial crises radicalize voters? For
identification, we analyze the canonical case of
Germany in the 1930s exploiting a large bank failure
in 1931 caused by fraud, foreign shocks and
political inaction. We use detailed bank-firm
connections on banks that (unlike the US) served
the whole country. We provide causal evidence
from banking crisis to economic distress and
extreme radical voting, while the literature in
general has found no clear effect of economic
distress on Nazi Party support. We show that, first,
the failure of Jewish-led Danatbank induced a

Discussant: Arnoud Boot, University of Amsterdam
We characterize the optimal banking union with
endogenous participation in a two-country economy
in which domestic bank failures may be
contemporaneous to sovereign crises, giving rise to
risk-sharing motives to mutualize the funding of
bailouts. Bank bail-ins create disruption costs that
are private information of domestic authorities. We
find that when country asymmetry is large,
resolution policies are ex-post inefficient: They
exhibit reduced contributions to the public backstop
by the fiscally stronger country, and lead to more
bailouts and forbearance in early bank intervention
in that country.
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Poster Session
Chair: Manthos Delis (Session 2)
Chair: Arnoud Boot (Session 4)
P.1 Bank Loan Supply during Crises: The
Importance of Geographic Diversification
Sebastian Doerr and Philipp Schaz
We classify a large sample of banks according to
the geographic diversification of their international
syndicated loan portfolio. Our results show that
diversified banks maintain higher loan supply during
banking crises in borrower countries. The positive
loan supply effects lead to higher investment and
employment growth for firms. Diversified banks are
stabilizing due to their ability to raise additional
funding during times of distress, which also shields
connected markets from spillovers. Further
distinguishing banks by nationality reveals a
pecking order: diversified domestic banks are the
most stable source of funding, while foreign banks
with little diversification are the most fickle. Our
findings suggest that the decline in financial
integration since the recent crisis increases
countries' vulnerability to local shocks.
P.2 The (Unintended?) Consequences of
Capital Regulation on Repo Markets
Antonis Kotidis and Neeltje van Horen
This paper shows that the leverage ratio impairs
repo intermediation for small banks and nonbank
financial institutions. We exploit a regulatory change
in the UK to identify an exogenous intensification of
the leverage ratio and combine this with regulatory
transaction level data capturing the near-universe of
gilt repo trading. Studying adjustments within
dealer-client pairs, we find that dealers subject to a
more binding leverage ratio following the regulatory
change reduced repo volume to their smaller clients
compared to non-affected dealers. Larger clients
and clients with whom the dealer had a strong
lending relationship were not affected. We further
document a reduction in the number of transactions
and rates offered, but no adjustment in haircuts or
maturities. Overall, our findings suggest that capital

regulation has important heterogeneous effects on
repo markets.
P.3 How ETFs Amplify the Global Financial
Cycle in Emerging Markets
Nathan Converse, Eduardo Levy-Yeyati, Tomas
Williams
Since the early 2000s exchange-traded funds
(ETFs) have grown to become an important
investment vehicle worldwide. In this paper, we
study how their growth affects the sensitivity of
international capital flows to the global financial
cycle. We combine comprehensive fund-level data
on investor flows with a novel identification strategy
that controls for unobservable time-varying
economic conditions at the investment destination.
For dedicated emerging market funds, we find that
the sensitivity of investor flows to global risk factors
for equity (bond) ETFs is 2.5 (2.25) times higher
than for equity (bond) mutual funds. In turn, we
show that in countries where ETFs hold a larger
share of financial assets, total cross-border equity
flows and prices are significantly more sensitive to
global risk factors. We conclude that the growing
role of ETFs as a channel for international capital
flows amplifies the incidence of the global
financial cycle in emerging markets.
P.4 Credit and Income
Manthos Delis, Fulvia Fringuellotti and Steven
Ongena
We study the effect of bank credit origination or
denial on individuals’ income, using a unique data
set of business loan applications to a single bank
from individuals who are majority owners of small
firms. The cutoff rule adopted by the bank creates a
sharp discontinuity in the decision to originate the
loan or not. We show that a loan origination
increases the recipients’ income five years onward
by approximately 11% compared to denied
applicants. Our results have important implications
for the finance-inequality nexus.
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P.5 Clearing fees and Market Quality
Hans Degryse y, Jose E. Mendozaz and Gunther
Wuytsx
This paper provides a more integrated view of
market quality by linking the whole value chain in
securities transactions: trading and post-trading.
We empirically study the impact of post-trade fees,
particularly clearing fees, on various dimensions of
market quality. We exploit a natural experiment
under both a non-fragmented and a fragmented
market, in which we analyze abrupt drops in
average clearing fees by LCH.Clearnet. We found
that regardless of fragmentation, there is a sizable
effect on cum-fee spreads, while we find no effect
on trading activity and volatility. Finally, adverse
selection is only affected under fragmentation.
P.6 Stressed Banks
Diane Pierret, Roberto Steri
We investigate the risk taking incentives of stressed
banks — the banks that are subject to annual
regulatory stress tests in the U.S. since 2011. We
document that stringent capital requirements give both
stressed and non-stressed banks motives to invest in
risky assets, whose expected returns offset banks’
increased cost of funding, which originates from the
use of costly equity capital. Regulatory monitoring
through stress tests effectively encourages prudent
investment from stressed banks, but also provides
them with steeper risk-taking incentives through tighter
capital requirements. Our results highlight the
importance of regulatory monitoring of banks portfolios
in parallel to setting more stringent capital
requirements.

is structured like many OECD countries’ schemes. We
use a regression discontinuity around the eligibility
cutoff and find that this credit guarantee design
generates large positive effects on firms’ total
borrowing without large increases in default rates. The
scheme also has an amplification effect: firms increase
borrowing from other banks in the eighteen months
following a loan guarantee. Moreover, we show that the
guarantees are used to build new bank relationships,
an important process for SMEs. Finally, we show that
firms use the credit increase to significantly scale up
their sales, employment and input purchases. These
results provide evidence that credit guarantees are an
effective policy tool for both boosting credit availability,
and for establishing new bank relationships for
SMEs.sentiment score - proxies for the monetary policy
tilt. We then evaluate how the surprise component of
the sentiment scores - together with unexpected policy
changes – impact Chilean financial assets.
P.8 Winning Connections? Special Interests and
the Sale of Failed Banks
Deniz Igan, Thomas Lambert, Wolf Wagner and
Eden Quxian Zhang
We study how lobbying affects the resolution of failed
banks, using a sample of FDIC auctions between 2007
and 2014. We show that bidding banks that lobby
regulators have a higher probability of winning an
auction. In addition, the FDIC incurs higher costs in
such auctions, amounting to 16.4 percent of the total
resolution losses. We also find that lobbying winners
have worse operating and stock market performance
than their non-lobbying counterparts, suggesting that
lobbying results in a less efficient allocation of failed
banks. Our results provide new insights into the bank
resolution process and the role of special interests.

P.7 Credit Guarantees and New Bank
Relationships
William Mullins and Patricio Toro
Credit guarantee schemes for bank loans are at the
heart of most Governments’ strategies to help firms,
and often direct vast volumes of credit. This paper
examines Chile’s credit guarantee scheme for bank
loans to small and medium enterprises (SMEs), which
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P.9 CEO Overconfidence and the Value of
Corporate Cash Holdings
Nihat Aktas, Christodoulos Louca and Dimitris
Petmezas
Cash holding is on average more valuable when firms
are managed by overconfident CEOs. Economically,
having an overconfident CEO on board is associated
with an increase of $0.28 in the value of $1.00 cash
holding. The positive effect of CEO overconfidence on
the value of cash concentrates among firms that are
more likely to suffer from the underinvestment problem
(i.e., financially constrained firms which exhibit high
growth opportunities). In addition, CEO overconfidence
affects negatively the value of cash in firms that are
financially unconstrained, a finding which is consistent
with the overinvestment hypothesis. The results are
robust to various tests and alternative explanations.
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