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Abstract

We investigate how the lending activities abroad of a multinational bank’s local and hub
affiliates have been affected by funding difficulties during the financial crisis. We find that
affiliates’ local deposits and performance have been stabilizing loan supply. By contrast, re-
lying on short-term wholesale funding has increasingly proven to be a disadvantage in the
crisis, which has seen inter-bank and capital markets freeze. By introducing a liable approx-
imate measure for intra-bank flows, we detect competition for intra-bank funding between
the affiliates abroad as well as an increasing focus on the parent bank’s home market ac-
tivities. In addition, the more an affiliate abroad relies on intra-bank funding in the crisis,
the greater its dependence on its parent bank having a stable deposit and long-term whole-
sale funding position. We consider changes in long-term lending to the private sectors of 40
countries by the affiliates of the 68 largest German banks. To obtain a more precise picture,
we clean our lending data from valuation effects.
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