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Disasters and (Bank) Activity

Human agency Possible causes of disasters Type of disasters

High Political developments Failing States Armed conflicts Unrest, civil war

Geo-political competition War

Medium Demographic developments Aging Infectious diseases Epidemic

Demographic imbalances Pandemic

Medium Nature loss, climate changes Sea level rise Natural disasters Floods, slides, hurricanes, …
Low to None Earthquakes, meteors, …

Financial Sanctions, Lockdowns, Response, …
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Conflicts
2000

Source: Uppsala Conflict Data Program
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Conflicts
2022

Source: Uppsala Conflict Data Program
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Sanctions

• Sports
• Diplomatic
• Travel
• Economic

• Trade:
- Import
- Export

• Financial

By / On Individual(s) Corporation(s) Country(s)

Individual(s)
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Number of Financial Sanctions on a Country
2000

Source: Global Sanctions Data Base 
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Number of Financial Sanctions on a Country
2010

Source: Global Sanctions Data Base 
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Number of Financial Sanctions on a Country
2020

Source: Global Sanctions Data Base 
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Number of Financial Sanctions on a Country
2022

Source: Global Sanctions Data Base 
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Financial Sanctions on Banks?

• Banks are opaque
• Able to hide, and difficult for regulators to know what to optimally do? 

• Banks are “nimble”
• Able to “arbitrage” the sanctions?

• Banks are politically connected
• Able to block, and/or influence the writing and enforcement of sanctions?



11 © Copyright Swiss Finance Institute Stiftung, Zurich 2019

Impact of Financial Sanctions

Bank activity
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Rohner and Beatrice Weder di Mauro (eds.), Global economic consequences of the war in Ukraine: Sanctions, supply chains and sustainability (CEPR, London), 28-35.
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Motivation
• Corporate external debt = 30% of Russia’s GDP in 2013
• Financial sanctions of the West on Russia:

• “Crime”: Crimea’s annexation and more (2014), Syria (2015), US elections (2016)
• “Punishment”: Full or partial ban on international operations

• Two stylized facts:
- only state-connected banks targeted
- staggered policy implementation (from 2014 to 2019)

• This paper:
• Not yet sanctioned banks: in-advance adaptation of international operations?
• Treatment diffusion: private banks with political connections are affected too?
• Real effects: how sanctions are transmitted through banks to borrowing firms?
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Staggered Implementation of Sanctions

Twelve announcements by US Office of Foreign Asset Control (OFAC)
hitting 44 state-connected banks

with sanctions on either their:
• debt (sectoral, Sectoral Sanctions Identifications, SSI)
• assets (entity, Specially Designated Nationals, SDN)

(i) 75% of total credit to the non-financial firms, (ii) 67% of total credit to households, (iii) 52% of banking system’s total assets
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What We Do?
I. In-advance adaptation to sanctions

• Match sanctioned and never-sanctioned banks on observables
• Event study
• Modified staggered difference-in-differences (MSDID)
• Aggregate the MSDID estimates for use in a structural vector autoregression (SVAR)

Antolin-Diaz & Rubio-Ramirez (AER 2018)

II. Two-stage treatment diffusion approach
Pre-stage: reveal political connections of private banks` owners/governors
1st stage: logit analysis: the risk of punishment for political connections
2nd stage: DID analysis on the extended treatment group

III. The real effects of sanctions on banks` corporate borrowers
• Match banks and borrowers using syndicated loan data
• DID estimates of the reduction in loan supply, and in firm performance

Khwaja & Mian (AER 2008); Degryse, De Jonghe, Jakovljević, Mulier & Schepens (JFI 2019)
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What We Find
I. The overall effect of sanctions » 0 in the 2010s, but both << 0 (intended) and >> 0 effects (unintended)

I.A. The first sanction announcement causes strong anticipation effects
I.B. Added effect of later sanction announcements is limited
I.C. Credit reallocation: Firm credit decreases by 4% of GDP, household credit increases by 4.1% of GDP

- The government support channel matters!

II. Treatment diffuses to politically-connected private banks
• The more intense the political connections, the more severe the anticipation effects
• Effects on extended treatment group are 25-60% lower, but still significant

• 3 

III. Real effects of financial sanctions:
• Not yet sanctioned banks reduce the loan supply by 20% after the first announcement
• Non-trivial transmission to the balance sheets of firms:

- sanctioned bank – sanctioned firm: Employment, Investment and Revenues decrease by more than 
40%

- unsanctioned bank – sanctioned firm: Employment, Investment increase by more than 50% while 
Revenues contract by almost 20%



20 © Copyright Swiss Finance Institute Stiftung, Zurich 2019

Intended Contributions
• The effects of economic sanctions on:

• The Russian economy
Dreger, Kholodilin Ulbricht & Fidrmuc (JCE 2016); Ahn & Ludema (EER 2020);  Crozet, Hinz, Stammann & Wanner (EER 2021), Nigmatulina (2022)

• Other countries/sectors and/or world-wide
Neuenkirch & Neumeier (JDE 2016); Haidar (EP 2017);  Efing, Goldbach & Nitsch, (2019); Felbermayr, Kirilakha, Syropoulos, Yalcin & Yotov, (EER 2020)

• The relevancy of political connections
Fisman (AER 2001); Sapienza (JFE 2004); Khwaja & Mian (QJE 2005); Faccio (AER 2006);  Bagchi & Svejnar (JCE 2015); Enikolopov & Mityakov (2021); Kempf, Luo, Schafer & 

Tsoutsoura, (2022) 

• Anticipation of treatment by not yet treated agents
Gissler, Oldfather & Ruffino, (JME 2016); D’Acunto, Weber & Xie, (2019); Sun & Abraham (JoE 2020); Goodman-Bacon (JoE 2021); Baker, Larcker & Wang (JFE 2022)
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Mechanics of Financial Sanctions
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44 Sanctioned Banks
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Data
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Empirical Strategy: Case Studies
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Empirical strategy: (MS)DID on Matched Samples
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Empirical strategy: Matching
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Results: Matching Sanctioned and Never-sanctioned banks
Two-sided Welch test on mean differences in the pre-
sanction period (2012–2013)
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Part I.A

Anticipation of Treatment
by Not Yet Sanctioned Banks
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In-advance Adaptation: Foreign Borrowings
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Eurobonds Data: Not yet Sanctioned Banks
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Exploring Heterogeneity: Foreign Borrowings
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In-advance Adaptation: Foreign Asset Holdings
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Exploring Heterogeneity: Foreign Assets
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In-advance adaptation
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Part I.B

Added Value
of Further Sanction Announcements
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In-advance Adaptation
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Part I.C

Credit Re-allocation
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Secondary Effects: DID Estimates 
(1) Domestic Private Depositors
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Secondary Effects: DID Estimates 
(3) Credit to Non-financial Firms
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Secondary Effects: DID Estimates 
(4) Credit to Households
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Estimated Effects on the 
Domestic Operations
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Part II

Treatment Diffusion
to Private Banks
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At Least 35 State-connected Banks Not Treated
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Treatment Diffusion: How To Capture?
Person-level Data: Political Connections
• Bank profiles at https://www.banki.ru and the banks’ annual reports:
• Structure of the board of directors/owners
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Person-level Data: Political Connections

• Google search on whether a person is connected with the government:

1. the person is a federal or municipal minister
2. or a senator, city mayor, regional governor from the ruling political party “Edinaya

Rossiya” (literally, “United Russia”)
3. or a governor of other already recognized state-controlled entity (e.g., Sberbank,

Gazprom, VTB, Rosneft)
4. Or belongs to oligarch families with ties to the Kremlin (e.g., Kovalchiuk,

Rotenberg, etc.)
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Treatment Diffusion: How To Capture?
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Economic Significance of Political Connections
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DID with Treatment Diffusion
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Treatment Diffusion
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Part III

Transmission of Sanctions from Banks to Firms:
Evidence from Syndicated Loan Data
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Two Questions

1. Reduction of loan supply to corporate borrowers?

2. If so, how it affects the borrowers’ performance?
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From Banks to Firms?

• Not yet sanctioned banks reduce the loan supply by 20% after the first announcement
• Non-trivial transmission to the balance sheets of firms:

• sanctioned bank – sanctioned firm: Employment, Investment and Revenues
decrease by more than 40%

• unsanctioned bank – sanctioned firm: Employment, Investment increase by more
than 50% while Revenues contract by almost 20%
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Tentative conclusions
Ia. Staggered implementation of a reform: In-advance adaptation matters

• Unintended effect: Not yet debt-sanctioned banks were raising (!) their foreign debts
• Intended effect: Not yet asset-sanctioned banks were (over-)selling their foreign assets
• Geographical location of banks & oil extraction affect in-advance adaptation

Ib. Staggered implementation of a reform: Limited value added of further policy
Announcements

Ic. Credit re-shuffling: from firms (−4% GDP) to individuals (+4.1% GDP)

II. Treatment diffusion: private banks with unrecognized political connections also
adapted their operations as though they were anticipating debt / asset sanctions

III. Negative real effects at the firm level: “when sanctioned meets sanctioned”



62 © Copyright Swiss Finance Institute Stiftung, Zurich 2019

Two Extras
-- Based on Two Other Papers --
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• Was the Russian banking sector hardened purposefully to weather sanctions?
• Maybe? In 2013, the Central Bank of Russia (Nabiullina) started revoking licenses from fraudulent

banks. By 2020, two thirds of all operating banks had been shuttered.
- Leads to an increase in corporate borrower performance (shown with CBR credit register data).

Goncharenko, Roman, Mikhail Mamonov, Steven Ongena, Svetlana Popova, and Natalia Turdyeva, 2022, Quo Vadis? 
Evidence on new firm-bank matching and firm performance following “sin” bank closures, February, CEPR DP 17015

• Energy and Kremlin-connected oligarch firms were unaffected by two decades of
sanctions, and Russian firms were seemingly were prepared for the Crimea event and
the Ukraine war.

Huynh, Toan L.D., Khanh Hoang, and Steven Ongena, 2023, The impact of foreign sanctions on firm performance in Russia, 
February, CEPR DP 17415
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Epilogue
-- Admittedly a Bit Regressive --
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Banks Are Like Barbapapas …
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Impose Sanctions
And They Show Their Agility in Avoidance, Anticipation, and in Flight



67 © Copyright Swiss Finance Institute Stiftung, Zurich 2019

Hence  the Risk is Always There That Imposing Sanctions on Banks 
Becomes a Circus
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Appendix
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Predictability of the Sanctions:
Foreign Assets 
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Predictability of the Sanctions:
Foreign Liabilities 
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Predictability of the Sanctions:
Political Connectedness


