Accepted Manuscript

The real effects of banking supervision: Evidence from enforcement

actions

Piotr Danisewicz , Danny McGowan , Enrico Onali,

Klaus Schaeck

Pll:
DOI:
Reference:

To appear in:

Received date:

Revised date:

Accepted date:

S1042-9573(16)30050-X
10.1016/}.jfi.2016.10.003
YJFIN 740

Journal of Financial Intermediation

27 July 2016
21 October 2016
24 October 2016

= - @
— Journal of

— Fmancial

— Intermediaton

Austsbis ol ot v soneEdrect com

ScienceDirect

Please cite this article as: Piotr Danisewicz, Danny McGowan , Enrico Onali, Klaus Schaeck , The
real effects of banking supervision: Evidence from enforcement actions, Journal of Financial Interme-
diation (2016), doi: 10.1016/}.jfi.2016.10.003

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.jfi.2016.10.003
http://dx.doi.org/10.1016/j.jfi.2016.10.003

The real effects of banking supervision:

Evidence from enforcement actions

Piotr Danisewicz
University of Bristol
School of Economics, Finance and Management, Tyndall Avenue, Bristol, BS8 1TH; United Kingdom

Danny McGowan
University of Nottingham
Business School, Jubilee Campus, Nottingham NG8 1BB, United Kingdom

Enrico Onali
Aston University
Business School, Birmingham, B4 7ET,,United,Kingdom

Klaus Schaeck*

Lancaster University
Management School, Bailrigg, Lancaster LA1 4YX, United Kingdom

Abstract

We present a novel way to examine macro-financial linkages by focusing on the real effects of bank
supervisors’ enforcement actions. Exploiting plausibly exogenous variation in supervisory monitoring
intensity, we show that enforcement-actions in single-market banks trigger temporarily large adverse
effects for the macroeconomy by redueing personal income growth, the number of establishments, and
increasing unemployment. These effects are related to contractions in bank lending and liquidity
creation, and are more pronounced,when we consider enforcement actions on both single-market and
multi-market banks, and in‘counties‘'with fewer banks and greater external financial dependence.
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