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Key research questions

o New data for bankruptcy rates in France 1820-1913
@ Focus on short-term fluctuations in the bankruptcy rate

o What are the main sources behind the smoother
developments in bankruptcy rates after 18707

@ What role can be ascribed to central bank policy?
o = Contribution to better understand the relationship

between bankruptcies, the business cycle and the role of
monetary policy, particularly in periods of financial distress
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The strategy of the paper

o Detailed discussion about the sources of the bankruptcy
rate data over almost a century

@ The paper offer new information from a fiscal source (the
Patente) for the population of firms that may go bankrupt

o Substantial efforts were undertaken to ensure consistency
across the broad time period spanning a century

o De-trending bankruptcy rates and other macroeconomic
series for the 19th century France

@ Indicators of financial and monetary crises

. and their link to the bankruptcy rate and monetary and
financial variables

o Data are presented in tables and charts
o .. with little formal econometric analysis
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Main findings

@ The variance of the short-term component of the
bankruptcy rate is declining after 1870 (showing
significantly smoother behavior)

@ In contrast, before 1860 any financial turmoil drove the
business failures to hits.

o This finding is linked to improvements in the central
bank’s capacity to provide liquidity during crises.
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» The role of central bank policy
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» Commend the author for the compilation of this data-set
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Questions and Comments

o My Q's & C’'s concerns robustness and fall into two
categories
» Do we have all relevant data?
» The role of central bank policy
o First some specific comments
» Commend the author for the compilation of this data-set
for bankruptcy rates in 19th century France
» Uneven balance between narrative and formal analysis?

*NB% NORGES BANK Bankruptcy rates Eitrheim



Bankruptcy rates in France 1820-1913
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Figure I: Bankruptcy rate m France (1820-1913)
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Variance of detrended bankruptcy rates
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Do we have all relevant data?
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Do we have all relevant data?
Cf. Conan Doyle (1891, Scandal in Bohemia)

o Bankruptcy rate: corporate structure matters for risk
taking (small personal companies vs partnerships vs
limited liability corporations), composition effects?

@ Money and credit: 19th century France, period with ..
greatest financial developments... & monetization,
network of branches of BdF, deposit banks etc ?

o Crisis indicator: broad/narrow?, global/local? big/small?
selection criterion?

@ Role of other macro variables: financial distress may
interact with macro disturbances and exacerbate
downturns (Bordo and Haubrich, 2010, JME)

@ Mechanical use of de-trended data? theoretical
justification? difference vs HP?, A = 6.57
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The role of central bank policy

@ Nice ambition to verify the role of monetary policy!

*NB%® NORGES BANK Bankruptcy rates Eitrheim



The role of central bank policy

@ Nice ambition to verify the role of monetary policy!
@ Comes in handy in periods of crisis

*NB%® NORGES BANK Bankruptcy rates Eitrheim



The role of central bank policy

@ Nice ambition to verify the role of monetary policy!
@ Comes in handy in periods of crisis

» Example: Solve the blame game between Bad policy,
bad banking and bad luck (Hermod Skéanland (Governor
in Norges Bank 1985-1993) after previous banking crisis
in Norway 1988-1992)

*NB% NORGES BANK Bankruptcy rates Eitrheim



The role of central bank policy

@ Nice ambition to verify the role of monetary policy!
@ Comes in handy in periods of crisis

» Example: Solve the blame game between Bad policy,
bad banking and bad luck (Hermod Skéanland (Governor
in Norges Bank 1985-1993) after previous banking crisis
in Norway 1988-1992)

» .. also relevant for bad regulation?

*NB% NORGES BANK Bankruptcy rates Eitrheim



The role of central bank policy

@ Nice ambition to verify the role of monetary policy!

@ Comes in handy in periods of crisis
Example: Solve the blame game between Bad policy,
bad banking and bad luck (Hermod Skéanland (Governor
in Norges Bank 1985-1993) after previous banking crisis
in Norway 1988-1992)
.. also relevant for bad regulation?

o Concern for reserves important before 18707 (yes, in

particular during crises)

*NB% NORGES BANK Bankruptcy rates Eitrheim



The role of central bank policy

@ Nice ambition to verify the role of monetary policy!

@ Comes in handy in periods of crisis
Example: Solve the blame game between Bad policy,
bad banking and bad luck (Hermod Skéanland (Governor
in Norges Bank 1985-1993) after previous banking crisis
in Norway 1988-1992)
.. also relevant for bad regulation?

o Concern for reserves important before 18707 (yes, in

particular during crises)

@ Price stability vs. concerns for the real economy?
(followed "rules of the game™)

*NB% NORGES BANK Bankruptcy rates Eitrheim



The role of central bank policy

@ Nice ambition to verify the role of monetary policy!

@ Comes in handy in periods of crisis
Example: Solve the blame game between Bad policy,
bad banking and bad luck (Hermod Skéanland (Governor
in Norges Bank 1985-1993) after previous banking crisis
in Norway 1988-1992)
.. also relevant for bad regulation?

o Concern for reserves important before 18707 (yes, in

particular during crises)

@ Price stability vs. concerns for the real economy?
(followed "rules of the game™)

@ Policy implications of filtering problems for bankruptcy
rates? (I don't think so)
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The role of central bank policy (cont’d)

o Three observations after 1870
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o Three observations after 1870
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» Increases in reserves allowed considerable monetary
expansion

o Massive shock, transition to gold standard period, also a
severe depression (with moderate deflation)

*NB% NORGES BANK Bankruptcy rates Eitrheim



The role of central bank policy (cont’d)

o Three observations after 1870

» Small variability in bankruptcy rates, GDP & IP

» Shift to lower interest rates (more expansionary policy)

» Increases in reserves allowed considerable monetary
expansion

o Massive shock, transition to gold standard period, also a
severe depression (with moderate deflation)

@ .. but also the great moderation of 19th century France ?
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Metallic reserves in 19th century France
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Table XXI: The metallic reserves in the safes of the Banque de France
Source: INSEE, Annuaire statistique de la France 1946, partie retrospective (p. 143-4)
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Monetary policy in 19th century France
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Figure XII: (a) left panel: Monthly observation of the unplicit interest rate 3 months; (b) right
panel: The implicit 3 month market rate in Paris (annualized by taking the maximum value of each
year), the refinancing ratio of the central bank, 1820-1913
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Discount ratio in 19th century France
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Figure X. Ratio of the refinancing activity of the Banque de France to its metallic holdings
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Banknote ratio in 19th century France
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Figure XI. The liqudity ratio of the French central bank
Source: Author’s computation using INSEE 1946 statistical yearbook p. 143*-144*
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Wrapping up
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Thank you for your attention!
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