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Abstract 

We analyze the effects of bank non-performing loans (NPLs) on corporate credit supply and 
its interactions with centralized vs. country-level supervision and monetary policy. For 
identification, we exploit a new proprietary dataset comprising 15 Euro Area countries’ credit 
registers with around 300 million observations, the acquisition of supervisory tasks by the ECB, 
and information on monetary policy surprises. Banks with higher ex-ante NPL increase risk-
taking by supplying more credit to borrowers with worse credit history. Results are very similar 
despite the R2 increasing by more than 60 p.p. when including borrower*time, bank*time and 
borrower*lender fixed effects that control exhaustively for time-varying unobserved borrower 
and lender fundamentals, and time-invariant borrower-lender matching, which suggests strong 
exogeneity. Results are identical between stressed and non-stressed countries. However, ECB 
becoming supervisor only affects risk-taking in stressed-countries. Centralised supervision 
reduces the overall lending to riskier borrowers, but this credit tightening is reduced for banks 
with higher NPLs. Finally, monetary policy does not enhance these effects. To our knowledge, 
the literature has exclusively analysed only one credit register for all banking questions, and we 
show that the answer to important questions differs across countries, which is a key contribution 
of this paper beyond bank supervision and risk-taking. 
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