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Abstract

We use an event study design to assess the impact of the three-year LTROs, the

largest ECB bank-refinancing operations to date, on banks’ equity values. We show

that banks in weaker Eurozone countries experience higher positive abnormal equity

returns following these operations. The ECB’s target of these measures was to ease

bank lending. We observe that positive abnormal returns correlate with large inter-

bank asset exposures but not interbank liabilities. Furthermore, we find support for

the claim that the ECB’s three-year LTROs increased bank equity value by handing

banks value creating opportunities through carry-trades, regulatory arbitrage, and

risk-shifting.
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