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Credit registries

Mandatory and coordinated sharing of borrower
information among lenders

Goal:
I Reduce information asymmetries in credit markets
I Mitigate adverse selection and moral hazard
I Improve (reduce) access to credit for creditworthy

(overindebted) borrowers
I Improve loan quality

Introduced in a growing number of advanced and
developing countries
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Information sharing: Does it work?

A strong theoretical case can be made...
Pagano and Jappelli (1993), Padilla and Pagano, (2000), Gehrig and
Stenbacka (2007), Hoff and Stiglitz (1997), Bennardo, Pagano and
Piccolo (2015)

... and cross-country evidence is broadly supportive of a
positive impact of information sharing on the quantity and
quality of credit
Houston et al. (2010), Jappelli and Pagano (1993; 2002)

Yet, recent anecdotal, cross-country, and micro evidence
casts some doubt on earlier claims
Martinez-Peria and Singh (2014), Giannetti, Liberti and Sturgess
(2015), United Arab Emirates
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Our contribution

1 Exploit contract-level information from before and after the
introduction of a credit registry in Bosnia and Herzegovina

Same lender under different information-sharing regimes
Loan-officer FE and borrower FE
Analyze role local credit-market competition

2 Estimate the impact of mandatory information sharing on
(1) rejection rates; (2) lending conditions; (3) loan quality

3 Unique data on both granted and rejected loans
Rejection reasons: private (soft, hard) versus public
(negative, positive) information
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Bosnian central credit registry

Private bureau since 2000: voluntary, incomplete, and
ineffective (“We were completely blind”)

Unreliable informal information sharing

July 2009: Full introduction central credit registry (CRK)1

Public, comprehensive and mandatory:
Existing loans with other institutions
Past loans and repayment performance
Collateral and guarantees

1Centralni Registrar Kredita
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Loan portfolio

Over 200k loans approved (June 2002 - December 2012)
Size, maturity, interest rate, collateral, purpose
Repayment history, write-offs and recovered principal

Over 130k unique borrowers
Income, education, gender, employment status, family size

Loan officers: 458
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Identification

We follow the life of a loan from application to repayment

Compare lending decisions and repayment performance
before and after the credit-registry introduction

Identify impact in diff-in-diff setting by exploiting:
I Branch variation in credit-market competition (1-local HHI

or perception-based measure)
I Difference between first-time and repeat borrowers
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Estimation: Extensive and intensive lending margins

Yibt = α1 · CreditRegistryt + α2 · Competitionb + β · Ibt + γ · Xibt + εibt (1)

Ibt = CreditRegistryt · Competitionb

X = client and branch characteristics

Cluster standard errors at loan-officer level

Evaluation window July 2008 - July 2009

Treatment window August 2009 - August 2010

Robustness tests on window width and competition measure

Placebo tests on time of introduction and local characteristics
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Estimation: Extensive and intensive lending margins

Yibt = Ab + Bt + β · Ibt + γ · Xibt + εibt (2)

Yibt = Ab +Bt + β · Ibt + γ ·Xibt + δ0timet + δ1timet ∗Competitionb + εibt (3)

Extensive margin: Time and branch fixed effects

Intensive margin: Time and loan officer fixed effects

Group-specific trends
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Extensive margin: Loan applications
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Loan applications: Rejection probability

More loan rejections (5 to 9 ppt) due to information sharing
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Rejection reasons

Public information (credit registry)

Positive: Outstanding debt

Negative: Prior defaults with other lenders

Private information

Hard: Credit history at with lender (EKI), weak financials,
insufficient collateral

Soft: Doubts about character, bad recommendation,
unclear loan purpose
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Loan applications: Rejection reason

Rejections increasingly based on hard and public information
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Intensive margin: Loan terms
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Credit contraction: loans smaller (19-25 pct) and shorter
Matteo Millone Sharing Borrower Information in a Competitive Credit Market



Introduction
Setting
Results

Conclusion

Loan applications
Loan terms
Loan quality
Lender profitability

Credit contraction: loans more expensive and collateralized
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Loan terms: First time vs. repeat borrowers

Good borrowers enjoy better loan terms under information sharing
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Loan quality
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Kaplan-Meier survival function

Large effect of information sharing on early defaults
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Survival function: Role of local competition

Information sharing more effective in high-competition areas
Results hold in semi-parametric setting
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Confirmed by a proportional hazard model

Lower default rates in high-competition areas and for first-time borrowers
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Proportional hazard model: Placebo test
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Lender profitability
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Aggregate lender profitability

Positive effect also on loan-level measure of profitability
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Conclusion

1 After the introduction of the credit registry, we observe
tighter lending at the extensive margin based on the newly
available public information (both positive and negative)

2 Lending is tighter at the intensive margin as well. Yet, due
to lower switching costs repeat borrowers gain from
information sharing

3 Tighter lending standards lead to better repayment
performance and higher loan profitability

4 These effects are particularly strong in high competition
areas and for new borrowers
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Final thoughts

Dynamics
I Short-term: Reduction in over borrowing (Bennardo,

Pagano and Piccolo, 2015) and adverse selection (Pagano
Jappelli, 1993).

I Longer-term: Better loan quality improves access to credit?
(Jappelli and Pagano, 2002)

Impact varies across borrowers
I Loan terms improved mainly for repeat borrowers (Gehrig

and Stenbacka, 2007)
I Reduced lock-in effect (Petersen and Rajan, 1995)
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Impact global financial crisis?

1 ’Smoking gun’: Observe loan officers starting to use the
registry at the time it is introduced

2 Placebo tests: Results quickly dissipate when moving
registry treatment closer to crisis period

3 We document a strong positive effect on loan quality
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Placebo tests

Matteo Millone Sharing Borrower Information in a Competitive Credit Market



Introduction
Setting
Results

Conclusion

Findings
Discussion

Summary statistics
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