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INTRODUCTION

What the paper does: measuring ¢ — bank-level co-movement between deposit withdrawals
and credit-line drawdowns — key object in finance (Kashyap-Rajan-Stein, 2002).

Why ¢ matters: when ¢ is low, a bank shares one liquidity buffer across both sides of the
balance sheet. When ¢ is high — the same clients sit on both sides — a single liquidity event
hits both at once, the “double run” of Ippolito et al. (2016).

Setting: administrative data on 163 Norwegian banks, 1996—2017 — bank-sector-month flows,
supervisory balance sheets, stock prices, bank-firm-year registers.

Main results: ¢ is heterogeneous (within-bank SD > between-bank), partly predetermined by
bank age and local concentration. Higher-p banks earn more in normal times but suffer larger
declines in profits, valuation, and lending during market corrections.

The trade-off: cross-selling buys informational rents and normal-time profit — and pays for
them with amplified liquidity risk in stress.



BIG PICTURE: THE “DARK MATTER” PROBLEM

Norway, 1996-2017 Where it bites
the laboratory SVB 23, Italy 08
/ common shocks measured p is the 5| double runs: deposits and
v cross-selling overlap gravitational trace credit lines drain together
X runs very rare e amplified by precau-
(no documented deposit losses) tionary withdrawals

» The tension. The motivation is crisis — SVB, double runs, 2023. But the empirical setting is a
region where runs are essentially absent.

» Dark matter. We almost never see a double run in Norway — so the measured ¢ is the
gravitational footprint of a danger that is rarely realized in-sample, not the danger itself.

» In the formal sense of Chen-Dou-Kogan (JF, 2024): a parameter whose value is pinned
down by what we cannot directly observe leans on “dark matter” — raising external-validity and
out-of-sample concerns.



BIG PICTURE: THE “DARK MATTER” PROBLEM

» What is identified? A lower bound on the stress-relevant ¢ — the non-run component. Still
important.

» Why it matters for policy. The Liquidity Coverage Ratio (LCR) — liquid assets against 30-day
stressed outflows —is a tail / run instrument.

» Recommendation — bound the dark matter:

B Use the one stress episode you do observe — the 2008—09 European interbank stress (your
Figure 1) — to gauge how much p steepens when funding markets seize.

B Relate with Ippolito et al.s (2016) Italian double-run estimates as an out-of-sample ceiling on e.

B Frame the headline ¢ as a floor; the regulator’s object lies between your floor and the ltalian ceiling.



COMMENT I: LIQUIDITY RISK — OR CORRELATED CREDIT RISK?

Figure 6: Cross-selling and its relationship with p BandlB Cberdiitin Bebwemnsanfeross:salbi
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» The same banks, two stories. High-p banks are old, local, concentrated — but those are also
the banks whose loan books are concentrated in a few sectors and borrowers.

» Confounding factor. Larger declines during market corrections may reflect concentrated
credit losses, not the double-run liquidity channel. The overlap in Figure 6 is consistent with
both stories.



COMMENT I: LIQUIDITY RISK — OR CORRELATED CREDIT RISK?

Liquidity channel
double run: both sides drain

High ¢ bank Worse stress
old, local, concentrated performance

Credit channel
concentrated loan losses

» Recommendation — horse-race the two channels. Add ex-post loan losses / NPLs and
loan-book HHI to the performance regressions.

» If the px correction interaction survives controlling for the credit channel v the liquidity story
works.

» This is the difference between “high-¢ banks do worse” and “liquidity comovement makes
banks do worse.”



COMMENT II: IDENTIFICATION — CHOICE VS. PREDETERMINED p

Figure 4: Distribution of bank-level p
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» Slight tension. The paper stresses that banks choose p: within-bank SD = 0.244 >
between-bank SD = 0.037. Most of the action is the choice margin.

» But identification is off the other margin. Causal effects are estimated from predetermined
variation (age, HHI; instrumented SD =~ 0.015) — a fraction of the total. The within-bank choice
margin that the paper emphasizes is precisely what the IV discards.



COMMENT II: IDENTIFICATION — CHOICE VS. PREDETERMINED p

» Exclusion restriction. Bank age and local concentration plausibly shape stress-time
performance through many channels — portfolio risk, deposit stickiness, capitalization,
franchise value — not only through p. The IV attributes all of it to p.

» Measurement error. Each ¢ is a noisy estimate. Random noise would just attenuate the
effect (consistent with the IV giving larger estimates). But the noise is plausibly worse in
turbulent times — correlated with the market correction it is interacted with — and that bias need
not attenuate; its sign is unclear.

» Recommendation.

B Be explicit about the LATE: the IV identifies the effect of the predetermined component, not the
choice component — arguably the more policy-relevant of the two.

B Probe the exclusion restriction with placebo outcomes that age/HHI should not move through ¢.

B Report the first stage and an over-identification test; show robustness to the rolling-window length.



COMMENT III: NAILING THE CROSS-SELLING STORY

The model’s central decomposition (Proposition 1):

common cross
b = Pb + P

N—— N~ .
aggregate shocks load on both clienteles  bundled clients on both sides

» The interpretation hinges on the split. “Perils of cross-selling” requires that the cross
component — not the common factor — drives the stress losses.

» As it stands, the results are also consistent with high-p banks simply having correlated
clienteles (common factor) — a diversification story, not a cross-selling story.

» The bank-firm overlap evidence (Figure 6) is suggestive, but it speaks to the /evel of p, not to
which component carries the performance penalty.



COMMENT III: NAILING THE CROSS-SELLING STORY

» Recommendation — the natural next step. The identity already splits gy, = pg° ™" + pg"*%,
with g% = 37 o) wi/Var(Wy,) computable from the bundled-client data. Put both components
in the performance regression.

» The test. The cross-selling story survives if the stress losses load on ¢€"°5% alone. Ideally
pf0MMON contributes nothing — otherwise the result is driven by common shocks, not
cross-selling.

» Prediction: only ¢SS should carry the stress penalty; o®MM°" should not.
Confirming this would nail the cross-selling interpretation and cleanly separate you from a
pure common-shock reading.



CONCLUSION

Important and original paper — (first?) systematic measurement of cross-selling.

Main comment:

» External validity: Norway is a docile laboratory — the measured ¢ is a lower bound (“dark
matter”). Bound it with the 2008—09 episode and the ltalian ceiling. The true ¢ is probably in
the middle.



