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Appendix A: Data summary statistics

Table A.1 reports descriptive statistics for our bank and sovereign CDS spread and bank eq-
uity data, distinguishing the Pre-CA, Soft Info, and Post-CA periods. The pre-announcement
period ranges from September 29 to October 10, the Soft Info period ranges from October
13 to 24, and the Post-CA ranges from October 27 to November 04; see Section 2 of the
main text.

Table A.2 complements Figure 3 in the main text by reporting sovereign CDS spreads

for selected euro area and European Union countries.
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Table A.2: Sovereign CDS spreads
Sovereign CDS spreads in basis points for selected euro area and E.U. non-euro area countries, comparing

Pre-CA and Post-CA time averages.

Country Level Level  Change Change

Pre-CA Post-CA  (bps) (%)
Non-stressed
AT 24.3 27.5 3.2 13.4%
BE 44.8 55.0 10.3 22.9%
DE 18.6 20.1 1.6 8.6%
FI 26.1 28.1 1.9 7.3%
FR 44.4 54.2 9.8 22.1%
NL 21.4 23.8 2.4 11.2%
Average 29.9 34.8 4.9 16.3%
Stressed
ES 78.2 105.8 27.5 35.2%
GR 529.6 746.1 216.5 40.9%
1E 53.5 63.5 9.9 18.6%
IT 112.3 139.2 26.9 23.9%
PT 172.2 212.6 40.4 23.5%
Average 189.2 253.4 64.3 34.0%
Non-Euro area
DK 23.2 24.4 1.2 5.1%
PL 68.0 64.9 -3.0 -4.5%
SE 13.4 15.1 1.6 12.0%
UK 19.1 19.4 0.3 1.7%
Average 30.9 31.0 0.0 0.1%




Appendix B: Plots of CDS spreads

Figure B.1 presents weighted averages of CDS spreads (in levels) for banks and sovereigns
in the euro area. The figure distinguishes non-stressed countries, stressed countries without
Italy, and Italy. The sample ranges from September 29, 2014 to November 7, 2014. Figure
B.2 presents corresponding plots based on unweighted averages. Both are similar. Therefore,
our interpretation of group outcomes don’t appear to be sensitive to within-country-group

weighting issues.



Figure B.1: Weighted averages of bank CDS and sovereign CDS spreads
Weighted averages of CDS spreads for both banks and sovereigns in the euro area from September 29, 2014
to November 7, 2014. Weights are given by the respective levels of total government debt for sovereign CDS,
and bank-specific total liabilities for bank CDS, on December 31, 2013. In each panel the dashed vertical
line marks the start of the Soft Info period, while the solid vertical line marks the Monday close following
the Sunday announcement of the CA results. The top panel plots average CDS spread levels for non-stressed
countries’ banks’ CDS (solid line) and non-stressed countries’ sovereign CDS (dashed line). The middle
panel plots average CDS spread levels for stressed countries’ banks’ CDS (solid line), and stressed countries’

(without Italy)’ sovereign CDS (dashed line). The bottom panel reports Italian data.
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Figure B.2: Unweighted averages of bank and sovereign CDS spreads
Unweighted averages of CDS spreads for banks and sovereigns in the euro area from September 29, 2014
to November 7, 2014. Dashed vertical lines mark the start of the Soft Info period, while solid vertical lines
mark the Monday close following the disclosure of the CA results. The top panel plots average CDS spread
levels for non-stressed countries’ banks (solid line, left scale) and sovereigns (dashed line, right scale). The
middle and bottom panel refer to GIPS and IT data, respectively.
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Appendix C: Extended panel specification

Sovereign-bank risk dependence may not be the same across all stressed countries. For ex-
ample, banks in Italy were somewhat more affected by the release of information on October
26, 2014. Again, nine out of 25 banks with a capital shortfall were located there. To un-
derstand the cross-sectional differences within stressed countries, we split the sample into
non-stressed countries, stressed countries without Italy, and Italy.

Two cross-sectional dummies distinguish banks in Italy from banks located in other
stressed countries. Table C.1 contains for one additional country-group difference, but is
otherwise analogous to Table 2 in the main text. Again, we first consider country-group
differences within each 10-day period in isolation (Pre-CA, Soft Info, and Post-CA; columns
1-6). We then report time differences in the country-group differences (columns 7-8).

Italian sovereign-bank dependence is insignificant before (column 2 and 4, rows 6+7)
and after the announcement of the CA results (column 6, rows 6+7). In the Post-CA
period, the sovereign-bank dependence estimates for the GIPS group and Italy are both
significantly different from the estimate for non-stressed countries (column 6, rows 7 and 8).
The differential effect is more negative for Italian data (-0.35; column 8, row 1) than for the

other four stressed countries (-0.20; column 8, row 2).



Table C.1: Changes in within-country risk dependence, extended
This table reports results from cross-sectional difference regressions and difference-in-differences regressions. Tests of cross-
sectional differences for the Pre-CA, Soft Info, and Post-CA are separately shown in columns 1-2, 34, and 5-6, respectively.
Columns 7 and 8 report difference-in-differences estimates of the following model:

ACdS;(i),t =ap+a;-S;-Pt- Acdsli”t +az-8;- Acdsli’yt + a3 - Py - Acds,li”t +a4-8; Pt +as- Acds,li”t + 0 + vt + et

where Acds‘;(i)yt is the daily log-change in CDS spread for sovereign j(i) in which bank 7 is located, Acds?yt is the daily
log-change in CDS spread for bank ¢ at time ¢, Py distinguishes the Pre-CA, Soft Info, and Post-CA periods, and §; is a
dummy variable that takes the value of one for stressed countries and zero for non-stressed countries. Bank fixed effects ¢;
eliminate the influence of unobserved bank- (or CDS contract-) specific characteristics (such as differences in market liquidity)
on sovereign-bank risk dependence. Time fixed effects 7 control for unobserved changes that are common to all sovereign CDS
such as overall CDS market liquidity. Each column indicates whether the regression contains time (Time FE) and bank (Bank
FE) fixed effects. Standard errors are bootstrapped.

(1) (2) (3) (4) (5) (6) (7) (8)
Pre-CA  Pre-CA  Soft Info  Soft Info Post-CA Post-CA Diff-Diff Diff-Diff

(4)-(2) (6)-(2)

. s
Dep. Var.: Acdsjm +

ST Py - Acds?, 0.107  -0.345%**
(0.181) (0.113)
0.577F%*  -0.195%

SGIPS . Py - Acas?
(0.125) (0.117)

ot

P; - Acds?, -0.193 0.278%*
’ (0.119)  (0.113)
sIT . py 0.006 -0.002
' (0.009) (0.004)
sGIPS . py -0.005 -0.003
(0.006) (0.004)
Acds?, -0.092  -0.102 -0.159 -0.183%  0.300%**  (0.292%%* 0.024 0.018
’ (0.068)  (0.066)  (0.106) (0.109) (0.094) (0.099) (0.030) (0.030)
SIT . Acds? , 0.165**  0.175%* 0.097 0.117  -0.348%%*  -0.340%**
(0.072)  (0.073)  (0.157) (0.157) (0.096) (0.099)
SGIPS . Acds?, 0.161*  0.159%  0.559%**%  Q.571%%*  .0.219%*  -0.204**
(0.088)  (0.090)  (0.130) (0.124) (0.106) (0.104)
siT -0.000 0.006 -0.002
(0.003) (0.008) (0.003)
sGIPs 0.007** 0.003 0.005
(0.003) (0.004) (0.003)
Observations 480 480 480 480 480 480 960 960
R-squared 0.2577  0.2733 0.4433 0.4548 0.5359 0.5510 0.4230 0.4472
Bank FE NO YES NO YES NO YES YES YES
daily Time FE YES YES YES YES YES YES YES YES
Bootstrapped SE YES YES YES YES YES YES YES YES

Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1



