
Accepted Manuscript

The Drivers of Foreign Bank Lending in Central and Eastern Europe: The Roles
of Parent, Subsidiary and Host Market Traits

Judit Temesvary, Adam Banai

PII: S0261-5606(17)30169-9
DOI: http://dx.doi.org/10.1016/j.jimonfin.2017.08.005
Reference: JIMF 1831

To appear in: Journal of International Money and Finance

Please cite this article as: J. Temesvary, A. Banai, The Drivers of Foreign Bank Lending in Central and Eastern
Europe: The Roles of Parent, Subsidiary and Host Market Traits, Journal of International Money and Finance
(2017), doi: http://dx.doi.org/10.1016/j.jimonfin.2017.08.005

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to our customers
we are providing this early version of the manuscript. The manuscript will undergo copyediting, typesetting, and
review of the resulting proof before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.jimonfin.2017.08.005
http://dx.doi.org/http://dx.doi.org/10.1016/j.jimonfin.2017.08.005


  

1 
 

The Drivers of Foreign Bank Lending in Central and Eastern Europe:  

The Roles of Parent, Subsidiary and Host Market Traits
1
 

Judit Temesvary
a2

 

a 
Corresponding author. Federal Reserve Board 

1801 K Street, Washington, DC 20037, USA. Judit.temesvary@frb.gov 

Adam Banai
b3

 

b 
Magyar Nemzeti Bank (Central Bank of Hungary) 

Budapest, Szabadsag Ter 8-9, 1054, Hungary; banaia@mnb.hu 

 

August 2017 

Abstract: We analyze the relative roles of subsidiary and parent banking group traits in driving 

foreign banks’ lending patterns in the Central and Eastern European (CEE) region before and during 

the crisis. We use a bank-level dataset on Western European banking groups and their CEE 

subsidiaries over the 2002-2013 period. We find that lower capital-to-asset ratios and higher non-

performing loans (NPL) ratios at either the subsidiary or the parent bank level significantly lowered 

subsidiary lending growth before and during the crisis. The onset of the crisis not only lowered 

subsidiary lending growth in the CEE countries, but also has altered the relationship between balance 

sheet conditions and lending growth. However, we also find strong evidence that this crisis effect is 

significantly less pronounced for subsidiaries participating in the Vienna Initiative. Our results’ policy 

implications include purging banks of NPLs, enhanced regulatory coordination and the inclusion of 

parent bank traits in countercyclical capital buffer calculations. 
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