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Main Takeaways

• Euro-area corporate bond market is highly integrated: issuer location has little
impact on spreads

• Monetary policy shocks transmit evenly across countries via bond markets
• Bank loan pricing remains segmented by country even for the same firms
• External finance premium varies by funding source: bond vs. bank
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How the Results Build

1. Policy events: bond spreads move with ECB/Fed surprises; crucially, no stronger
effects in lower-rated countries/states

2. Unconditional bond spreads: country/state or country-time effects explain little; firm
factors explain a lot

3. Mirror test with loans: for the same group of (large) firms, bank loan spreads show
strong country-time effects

• Integration is a feature of the bond market itself, not selection of firms
4. Why? Corporate bonds are held by geographically diversified investors; lower home

bias and weaker bank–sovereign feedbacks
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Contribution

• First side-by-side view of market vs. bank EFP across US & EA
• Takes on a big, policy-relevant belief (EA fragmentation) and overturns it for bonds
• Clever contrast: market finance vs. bank finance for the same firms to isolate

mechanisms
• Policy focus: broaden access (depth/liquidity) so more firms substitute toward

market finance when banks fragment
• Clear messaging, careful empirics, and an explanation for the pattern

4/10



Comment 1: Secondary vs. Primary Market Pricing

• Paper’s focus: measures integration using secondary market bond spreads
• Firms ultimately care about primary issuance costs, the coupon/yield locked in when

bonds are sold
• Concern:

• Secondary market convergence may not imply equal primary access
• Firms in lower-rated countries may face higher underwriting fees, smaller investor

books, illiquidity premia
• Other frictions: legal fees, ratings requirements, and minimum size thresholds create

segmentation
• Suggestion: With 21,137 US bonds (1,986 firms) and 3,957 EA bonds (375 firms),

authors could:
• Re-run the tests using issuance costs only
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Comment 2: Integration vs. Market Efficiency

• Euro bond spreads show no significant country effect
• Alternative interpretation:

• This may reflect market efficiency rather than truly equal financing opportunities
• Large cross-border investors (asset managers, insurers, pension funds) can arbitrage

away spread differentials quickly, especially within a unified currency and clearing
system

• Even if secondary spreads converge, issuance costs, liquidity, or market access may still
differ by country

• Suggestion: Complement spread analysis with other bond market measures:
• Bid–ask spreads (liquidity); Issuance size or frequency (market depth); Investor base

composition
• This would refine the concept of “integration” beyond just pricing efficiency
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Comment 3: Controls in Loan Analysis

• In the bank loan regressions (AnaCredit sample), the specification of controls is not
fully detailed

• Concern:
• Loan pricing is highly influenced by relationship history, collateralization, loan purpose,

and product type, etc., might be country-time dependent
• Without explicitly controlling for these features, the estimated country-time effects in

loan spreads may be overstated
• Suggestion:

• Clarify which loan-level controls are included, add robustness checks with relationship
and product variables to ensure country effects reflect market segmentation, not
omitted loan characteristics

• Also look into the US loan market, see if the segmentation exists across states
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Minor Comments

• Consider interactions of policy surprises with issuer credit quality (e.g., rating
buckets) to show homogeneity holds within weak/strong credit, not just across
geography

• Home bias placebo: bonds with higher domestic-bank holding shares should look
more “bank-like” (more country dependence)

• Seniority difference: bonds are unsecured and junior, loans are often secured and
senior, adding controls of the collateral information. If loans are still segmented
despite being safer instruments, that is even stronger evidence of market
segmentation
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An Explanation: Why Firms Still Borrow from Banks
• Comparing the spreads of loans and bonds (adjusted for seniority) issued by the

same firm, I found a 100 bps premium on bank loans
• Main driver: banks’ ability to renegotiate in distress

• When a legal change suddenly restricts distressed renegotiation, loan premium drops
sharply for more affected firmsEffect on Loan premium (structural)
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Conclusion

• Excellent paper: impressive in scope, dataset, and empirics
• Advances understanding of market vs. bank finance in monetary unions
• Raises important political implications
• My comments:

• Examine primary market issuance costs
• Distinguish integration vs. pricing efficiency
• Tighten loan-level controls

• I learned a lot reading this paper, and I highly recommend it!
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