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Summary
▶ Question

• Does a higher minimum bank leverage ratio increase risk-taking?

▶ Approach
• Test for changes in lending terms for banks subject to the SLR requirement

▶ Key Results
• DTI increases for banks subject to SLR
• Effect is stronger for portfolio lending
• House price growth linked to SLR exposure

▶ Comments
• Alternative Regulatory Channel
• Geographic Factors
• Stylistic Choices
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Comment 1: Alternative Regulatory Channel

▶ Regulation and Rise of Non-Banks
• Increased competition forces riskier loans

▶ Loss-Absorbing Capacity
• Reduced delinquencies frees up capital

▶ Regulatory Uncertainty
• Preempting increasing GSIB scrutiny
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Comment 1: Alternative Regulatory Channel

▶ Regulation and Rise of Non-Banks
• Increased competition forces riskier loans

▶ Loss-Absorbing Capacity
• Reduced delinquencies frees up capital

▶ Regulatory Uncertainty
• Preempting increasing GSIB scrutiny

▶ Solutions
• Compare changes in non-bank lending
• Test for pre-trends in:

- Loan loss fund
- Delinquencies
- Foreclosures

• Robustness check using SBA lending
• Check volatility in mortgage terms
• Use slack on risk-based requirement
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Comment 2: Geographic Factors

▶ Is SLR bank presence correlated with:
• Higher house prices
• Stronger deposit growth
• Weaker credit demand
• Market competition
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Comment 2: Geographic Factors

▶ Is SLR bank presence correlated with:
• Higher house prices
• Stronger deposit growth
• Weaker credit demand
• Market competition

▶ Solutions
• Balance check
• Locality by time and lender FE
• Sample splits along concentration
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Comment 3: Stylistic Choices

▶ Use figures to present CIC estimates

▶ Estimate year-to-year for pre-trends
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Conclusion

▶ Important paper related to banking regulation

▶ Captures trade-off between risk-based regulation and leverage ratio

▶ Excellent application of a changes-in-changes framework

▶ More tests to prove that the SLR requirement is driving results
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