
Blattner, Tobias; Swarbrick, Jonathan

Preprint

Monetary policy and cross-border interbank market
fragmentation: lessons from the crisis

Suggested Citation: Blattner, Tobias; Swarbrick, Jonathan (2017) : Monetary policy and cross-border
interbank market fragmentation: lessons from the crisis, ZBW - Deutsche Zentralbibliothek für
Wirtschaftswissenschaften, Leibniz-Informationszentrum Wirtschaft, Kiel, Hamburg

This Version is available at:
https://hdl.handle.net/10419/165991

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/165991
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


Online Appendices for “Monetary policy and cross-border

interbank market fragmentation: lessons from the crisis”

Tobias S. Blattner

European Central Bank

Jonathan M. Swarbrick

Bank of Canada

August 2, 2017

Appendix A Interbank Credit Contract Solution

This appendix details the solution to the contract problem faced by savings banks,

in which savings banks choose volumes and lending rates for extended domestic and

international interbank credit. Dropping bank indexes for convenience, lending banks

balance sheet
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This leads to demand schedules
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)−θIB
IBt (A.3)
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(
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and interest rate
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] 1
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We also find
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Let

Gt+1 ≡ G(ω̄t+1, σω,t+1) ≡
∫ ω̄t

0
ωdF (ω, σt) (A.8)

Ft+1 ≡ F (ω̄t+1, σω,t+1) ≡
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0
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2
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The ex post return on interbank lending for the savings banks can then by given by

R̃IB,Ht = (1− Ft)RIB,Ht−1 + (1− µ)GtR
CR
t

CRt−1

IBH
t−1 + IBF

t−1

(A.10)

We assume there is a cost in lending internationally that depends on the net foreign

asset position of the destination country. The ex post return on international lending

(for foreign banks) is given by
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Objective
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we find
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%t

(
− (CRt −Nt) ΞIB,Ht

)
+ λIB,Ht

(
Et
[
(1− Ft+1) (CRt −Nt)

Λt,t+1

PCt+1

])
= 0 (A.19)

%t

(
− (CRt −Nt) ΞIB,Ft

)
+ λIB,Ft

(
Et
[(

1− Γ∗IB,t

)
(1− Ft+1) (CRt −Nt)

Λ∗t,t+1

PCt+1
∗

])
= 0 (A.20)

Then
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= Et
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These conditions imply that the expected return on credit, Et
[
RCRt+1

]
, depends on the

rates and the leverage ratio IBt
CRt

. Given that perfect capital markets imply Et
[
RCRt+1

]
will be the same for all banks, ωt only depends on the leverage, and so the conditions

imply the same rates and leverage ratio for all banks of any Nt.
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