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SUMMARY

This habilitation thesis summarizes my research activities after the successful defense of
the Ph.D. thesis at the Alexandru Ioan Cuza University of Iasi and the confirmation by the Ministry
of National Education on the basis of the order no. 5345 from 25.11.2019.

The first part of the thesis is devoted to the presentation of my academic achievements
and contributions, which are divided into two sections: Section A: Systemically Important
Financial Institutions and Systemic Risk and Section B: Banks and ESG Factors.

Section A provides an overview of my research on the identification and assessment of
Systemically Important Financial Institutions (SIFIs) and the analysis of the drivers of systemic
risk in the banking sector.

In the first part of Section A, | examine how financial markets reacted to the disclosure of
the list of Other Systemically Important Institutions by the European Banking Authority (EBA).
With an event study of bank stock prices, | document that the immediate reaction of the stock
market is negative, suggesting that the included financial institutions are perceived to be less
profitable because they are subject to tighter regulation. However, within a few days, investors
change their perception in the case of both euro-zone and noneuro-zone banks, which can be
attributed to their too-big-to-fail status. Credit Default Swap (CDS) spreads react similarly,
increasing first before decreasing almost immediately thereafter. On the day of the event, abnormal
returns are more negative for banks selected using supervisory judgement and for large banks. In
the long run, the market reacts more positively in the case of financial institutions selected using
discretionary information and those with a lower capitalization.

In the second part of Section A, | gauge the degree of interconnectedness and quantify the
linkages between global and other systemically important institutions, and the global financial
system. | find that the two groups and the financial system become more interconnected during the
global financial crisis when linkages across groups grow. In contrast, during tranquil times
linkages within groups prevail. Global systemically important banks (GSIBs) contribute most to
system-wide distress but are also most exposed. There are more links coming from GSIBs to other
systemically important institutions (O-SllIs) than the other way around, confirming the role of
GSIBs as major risk transmitters in the financial system. The two groups and the global financial

system tend to covary for periods up to 60 days prior to their official designation as G-SIBs or O-
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Slls, the prevalent news sentiment about these institutions (we measure with a textual analysis)
was negative. Importantly, the systemic importance and exposure of G-SIBs and O-Slls is
perceived differently by the Financial Stability Board (FSB) and the EBA.

In the third part of Section A, | investigate the relationship of central bank independence
and banks’ systemic risk measures. The results support the case for central bank independence,
revealing that central bank independence has a robust, negative, and significant impact on the
contribution and exposure of banks to systemic risk. Moreover, the impact of central bank
independence is similar for the stand-alone risk of individual banks. Secondarily, | study how the
central bank independence affects the impact of selected institutional, country, and banking system
indicators on these systemic measures. The results show that there might be trade-offs between
central bank independence and a central bank’s financial stability mandate and that central bank
independence may exacerbate the effect of a crisis on the contribution of banks to systemic risk,
hence the need for a coordinated interaction between central banks and the governments. I also
find that an increase in central bank independence can ameliorate the effects of environments
characterized by a low level of financial freedom or high market power that, by themselves,
enhance the systemic risk contribution of banks.

Finally, in the last part of Section A, T explore the implications of countries’ net foreign
positions on systemic risk. Using a sample of 470 banks located in 49 advanced economies,
emerging countries, and developing economies over 2000-2020, | find robust empirical evidence
that banks can reduce their systemic risk exposure when the countries in which they are
incorporated improve their net international investment positions (NIIPs) and maintain creditor
status vis-a-vis the rest of the world. However, only the equity component of the NIIP is
responsible for this outcome, whereas debt flows are not significant. Similarly, I find that the
mitigating effect of an external balance sheet on systemic risk is derived from valuation gains
rather than from the incremental net acquisition of assets or liabilities represented by the current
account. The findings are particularly relevant for policymakers seeking to improve banks’
resilience to adverse shocks and maintain financial stability.

Section B contains my contribution on the relationship between the Environmental, Social
and Governance (ESG) factors and banking risks and their costs of funding.

In the first part of Section B, I assess how do changes in ESG scores influence banks’

systemic risk contribution. Using a dynamic panel model, | document a beneficial impact of the



ESG Combined Score and Governance pillar on banks’ contribution to system-wide distress
analysing a panel of 367 publicly listed banks from 47 countries over the period 2007-2020.
Stakeholder theory and theory relating social performance to expected returns in which enhanced
investments in corporate social responsibility mitigate bank-specific risks explain the findings.
However, only better corporate governance represents a tool in reducing bank interconnectedness
and maintaining financial stability. The results are robust to alternative measures of systemic risk,
both contribution and exposure, as well as when estimating a static model. The findings stress the
importance of integrating banks’ ESG disclosure into regulatory authorities’ supervisory
mechanisms as qualitative information.

In the second part of Section B, | explore whether and to what extent ESG factors impact
banks’ funding costs. Using a sample composed of 493 banks located in 39 advanced and emerging
economies over the 2003-2020 period, | find that banks benefit from incorporating ESG practices
into financial decisions, enjoying lower costs of raising interest bearing liabilities (total cost of
funds), as well as reduced costs of attracting deposits. All ESG dimensions are responsible for this
outcome in the case of total cost of funds, whereas for the cost of deposits the Environmental pillar
appears to have an insignificant impact, suggesting that depositors do not value banks’
environmental commitments, but rather their social performance and corporate governance
quality. Furthermore, the empirical evidence indicates that only large banks and those located in
developed countries reap the benefits of increased ESG performance in terms of reduced financing
costs.

The second part of this thesis presents my perspectives on research and teaching activities.
My short- to medium-term goals, based on my past experience, are to apply for national and
international research projects, both as a director and as a team member. My long-term goal is to
introduce new courses in the programs | teach and to lead a team, including my future Ph.D.
students, to produce high-quality research that will be published in high-impact journals and can
also produce studies for private and public partners.

Finally, the third part of the thesis includes the list of references.



REZUMAT

Aceasta teza de abilitare sintetizeaza activitatea mea de cercetare dupa sustinerea cu succes
a tezei de doctorat la Universitatea ,,Alexandru loan Cuza” din lasi si confirmarea de catre
Ministerul Educatiei Nationale 1n baza ordinului nr. 5345 din 25.11.2019.

Prima parte a tezei este dedicata prezentarii realizarilor si contributiilor mele academice,
care sunt impartite in doua sectiuni: Sectiunea A: Institutiile financiare de importanta sistemica si
riscul sistemic si Sectiunea B: Bancile si factorii ESG.

Sectiunea A ofera o prezentare generald a cercetarilor mele privind identificarea si
evaluarea institutiilor financiare de importantd sistemica si analiza factorilor care influenteaza
riscul sistemic n sectorul bancar.

In prima parte a sectiunii A analizez modul in care pietele financiare au reactionat la
publicarea listei cu alte institutii de importanta sistemica de catre Autoritatea Bancara Europeana.
Cu ajutorul unui studiu de eveniment aplicat preturilor actiunilor bancare, documentez faptul ca
reactia imediatd a pietei bursiere este negativa, ceea ce sugereaza ca institutiile financiare incluse
sunt percepute ca fiind mai putin profitabile deoarece fac obiectul unei reglementari mai stricte.
Cu toate acestea, in decurs de cateva zile, investitorii 1si schimba perceptia atat in cazul bancilor
din zona euro, cat si in cazul celor din afara zonei euro, ceea ce poate fi atribuit statutului lor de
,,t00 big-to-fail”. Cotatiile Credit Default Swap reactioneaza in mod similar, crescand mai ntéi
inainte de a scadea aproape imediat dupa aceea. In ziua evenimentului, randamentele anormale
sunt mai negative in cazul bancilor selectate pe baza unei decizii de supraveghere si in cazul
bancilor mari. Pe termen lung, piata reactioneaza mai pozitiv in cazul institutiilor financiare
selectate cu ajutorul informatiilor discretionare si al celor cu o capitalizare mai mica.

Tn a doua parte a sectiunii A evaluez gradul de interconectare si cuantific legaturile dintre
institutiile globale si alte institutii de importanta sistemicd, precum si sistemul financiar global.
Constat ca cele doud grupuri si sistemul financiar devin mai interconectate in timpul crizei
financiare globale atunci cand cresc legaturile intre grupuri. In schimb, in perioadele normale
predomina legaturile in interiorul grupurilor. Bancile de importanta sistemica globala (GSIB)
contribuie cel mai mult la riscurile asociate Tntregului sistem, dar sunt si cele mai expuse. Exista
mai multe legaturi care provin de la GSIB catre alte institutii de importanta sistemica (O-SII) decat

invers, ceea ce confirma rolul GSIB ca principalii transmitatori de riscuri in sistemul financiar.
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Cele doua grupuri si sistemul financiar global tind sa evolueze in acceasi directe pentru perioade
de pana la 60 de zile inainte de desemnarea lor oficiala ca G-SIB sau O-SlI, sentimentul
predominant al stirilor despre aceste institutii (pe care il masuram cu ajutorul unei analize textuale)
a fost negativ. Este important de remarcat faptul ca importanta si expunerea sistemica a institutiilor
G-SIB si cele O-S1I sunt percepute in mod diferit de catre Consiliul pentru Stabilitate Financiara
si Autoritatea Bancara Europeana.

Tn a treia parte a sectiunii A analizez relatia dintre independenta bancii centrale si masurile
de risc sistemic ale bancilor. Rezultatele sustin argumentele in favoarea independentei bancii
centrale, relevand cd independenta bancii centrale are un impact robust, negativ si semnificativ
asupra contributiei si expunerii bancilor la riscul sistemic. In plus, impactul independentei bancii
centrale este similar pentru riscul individual al bancilor. In al doilea rand, studiez modul in care
independenta bancii centrale influenteaza impactul anumitor indicatori institutionali,
macroeconomici si de sistem bancar asupra acestor masuri sistemice. Rezultatele arata ca ar putea
exista compromisuri intre independenta bancii centrale si mandatul de stabilitate financiara al
bancii centrale si cd independenta bancii centrale poate exacerba efectul unei crize asupra
contributiei bancilor la riscul sistemic, de unde si necesitatea unei interactiuni coordonate intre
bancile centrale si guverne. De asemenea, constat ca o crestere a independentei bancii centrale
poate ameliora efectele mediilor caracterizate de un nivel scazut de libertate financiard sau de o
putere de piata ridicata care, prin ele insele, sporesc contributia bancilor la riscul sistemic.

In cele din urma, in ultima parte a sectiunii A, analizez implicatiile pozitiilor externe nete
ale tarilor asupra riscului sistemic. Utilizdnd un esantion format din 470 de banci situate in 49 de
economii avansate, tari emergente si economii in curs de dezvoltare in perioada 2000-2020,
identific dovezi empirice solide ca bancile isi pot reduce expunerea la riscul sistemic atunci cand
tarile in care sunt domiciliate isi imbunatatesc pozitiile nete de investitii internationale (NIIP) si
isi mentin statutul de creditor fata de restul lumii. Cu toate acestea, doar componenta de capitaluri
proprii a NIIP este responsabild pentru acest rezultat, in timp ce fluxurile de datorii nu sunt
semnificative. In mod similar, constat ca efectul de atenuare a unui bilant extern asupra riscului
sistemic provine mai degraba din céstigurile de evaluare decat din achizitia netd suplimentara de
active sau pasive reprezentatd de contul curent. Constatarile sunt deosebit de relevante pentru
factorii de decizie politica care urmdaresc sa imbunatateasca rezistenta bancilor la socuri adverse si

sa mentind stabilitatea financiara.



Sectiunea B contine contributia mea privind aspectele de mediu, sociale si de guvernanta
(ESG) si relatia acestora cu riscurile si costurile de finantare ale bancilor.

Tn prima parte a sectiunii B evaluez modul in care schimbarile in scorurile ESG influenteaz
contributia bancilor la riscul sistemic. Utilizind un model dinamic pentru date de tip panel,
documentez un impact benefic al scorului combinat ESG si al pilonului de guvernanta asupra
contributiei bancilor la riscul sistemic, analizand un panel de 367 de banci cotate la bursa din 47
de tari 1n perioada 2007-2020. Teoria partilor interesate si teoria care leaga performanta sociala de
randamentele asteptate in care investitiile sporite in responsabilitatea sociald a intreprinderilor
atenueaza riscurile specifice bancilor explica rezultatele studiului. Cu toate acestea, doar o
guvernantd corporativd mai bund reprezinta un instrument de reducere a interconexiunii bancare
si de mentinere a stabilitatii financiare. Rezultatele sunt robuste la masuri alternative ale riscului
sistemic, atat in ceea ce priveste contributia, cat si expunerea, precum si la estimarea unui model
static. Constatdrile subliniaza importanta integrarii informatiilor ESG ale bancilor in mecanismele
de supraveghere ale autoritatilor de reglementare ca informatii calitative.

In a doua parte a sectiunii B analizez daca si in ce masura factorii ESG influenteaza
costurile de finantare ale bancilor. Utilizand un esantion compus din 493 de banci situate in 39 de
economii avansate si emergente 1n perioada 2003-2020, constat cd bancile beneficiazd de
incorporarea practicilor ESG in deciziile financiare, bucurandu-se de costuri mai mici de atragere
a pasivelor purtdtoare de dobanda (costul total al fondurilor), precum si de costuri reduse de
atragere a depozitelor. Toate dimensiunile ESG sunt responsabile pentru acest rezultat in cazul
costului total al fondurilor, in timp ce, in cazul costului depozitelor, pilonul de mediu pare sd aiba
un impact nesemnificativ, ceea ce sugereazd ca deponentii nu apreciaza angajamentele de mediu
ale bancilor, ci mai degraba performanta sociala si calitatea guvernantei corporative a acestora. In
plus, dovezile empirice indica faptul ca numai bancile mari si cele situate in tarile dezvoltate obtin
beneficiile unei performante ESG sporite in ceea ce priveste reducerea costurilor de finantare.

A doua parte a tezei prezintd perspectivele mele asupra activitatilor de cercetare si de
predare. Obiectivele mele pe termen scurt si mediu, bazate pe experienta mea anterioara, sunt de
a aplica pentru proiecte de cercetare nationale si internationale, atit in calitate de director, cét si ca
membru al unor echipe de cercetare. Obiectivul meu pe termen lung este de a introduce noi cursuri

in cadrul programelor pe care le predau si de a conduce o echipa, formata inclusiv din viitorii mei



doctoranzi, pentru a produce cercetari de inalta calitate, care vor fi publicate in reviste cu impact
ridicat si care pot produce, de asemenea, studii pentru parteneri publici si privati.

In cele din urma, cea de-a treia parte a tezei include lista de referinte.



