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MOTIVATION

▶ Existing literature (mainly): deposit spread ↑ when interest rates ↑

▶ This paper: yes, but heterogeneity
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MY VIEW

▶ Great paper on a timely topic!

▶ Empirics:

I Highly leveraged banks have a higher pass-through from risk-free rate to deposit rates

II Big banks have a higher pass-through from risk-free rate to to deposit rates

▶ Theory: Gertler-Karadi-Kiyotaki

+ Net worth shocks & break scale invariance −→ bank size & leverage distribution

+ Customer capital −→ intertemporal pricing decisions interact with leverage
(Gilchrist, Schoenle, Sim and Zakrajšek, 2017)

▶ Next: two quibbles + some suggestions
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HOW DO THE EMPIRICAL RESULTS TIE TOGETHER?

▶ Are the empirical results telling a coherent story?

I During a financial crisis, financially constrained banks decrease deposit rates by more

II After exogenous monetary tightening, fin. constrained banks increase deposit rates more

▶ We usually think of both of these as negative shocks

▶ Is this really a story of customer capital acting like a substitute for financial capital?

▶ More generally, why do we need three different empirical exercises?

⋄ Only robustness, or can we learn something more?
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LEVERAGE VS SIZE

▶ Empirics always focus on two dimensions of heterogeneity: leverage & size
⋄ Are both of these just proxies for financial frictions? −→ not according to the authors

▶ How does each empirical result inform the model?

⋄ Leverage −→ constrained banks less forward looking in setting rates. Size?

⋄ Can your model match the heterogeneous response by size?
⋄ Data: big banks cut rates by more during crises. Model: big banks cut rates by less?

▶ Should you control for size and leverage jointly in your LPs?
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SOME SUGGESTIONS

▶ Very cool framework, many interesting exercises:

I Recalibrate to shut down heterogeneous pass-through (ε → ∞?)

⋄ Different from myopia exercise, what do we learn from each?

II Contractionary MP reallocates deposits from constrained to unconstrained banks

⋄ What does this mean for allocative efficiency? (Baqaee, Farhi and Sangani, 2024)

⋄ Dynamic effects on concentration and market power?

III State-dependent transmission of shocks (Ottonello and Winberry, 2020)

⋄ Does it matter whether highly levered banks have a large deposit base?
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CONCLUSION

▶ Great paper! Timely and very policy relevant.

▶ Very nice framework, lots of interesting exercises to explore!

▶ Looking forward to the next version!
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