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This paper

§ Provides a contribution to our understanding of foreign-borne interest rate risk
in U.S. banks.

§ Documents that foreign deposits, though only about 10% of total liabilities, play a
significant role in monetary policy transmission.

§ Shows that a 100 bps change in the FFR passes through almost twice as strongly
to foreign as to domestic deposits.

§ Highlights the institutional geography of these deposits—mainly in the U.K. and
connects it to reserve requirements and funding choices.

§ Opens new perspectives on how global funding structures shape domestic
monetary policy effects.
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Key facts

§ Foreign deposits of U.S. banks: „ $1 trillion outstanding.
§ Share of total interest expense: „ 10%.
§ Foreign deposits are uninsured.
§ Aggregate foreign deposit share: « 7.5% in 2023.

Question/remark:

§ Provide anecdotal evidence of analysts explicitly discussing a bank’s foreign-deposit
share.
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Pass-through and self-reported betas

§ U.S. banks self-report deposit betas.
§ Policy pass-through: a 100 bps change in FFR ñ

§ « 54 bps to foreign deposit rates (same-quarter),
§ « 23 bps to domestic deposit rates (same-quarter).

Question/remark:

§ You could apply your specifications to the self-reported data in Appendix.
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Cross-bank heterogeneity

§ Within-bank foreign deposit share: max 18%, mean 12%, median 12%, min 7%.
§ Sample size: 159 banks.

Concern:

§ Low dispersion may limit cross-sectional identification power.

Question/remark:

§ Can you develop a theoretical model exploring why/how banks optimally choose
„ 10% foreign-deposit share on the liability side?
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Sample design

§ Sub-sample uses bank-quarter observations with positive domestic and positive foreign
deposit balances.

Question/remark:

§ Are there U.S. banks with zero foreign deposits? If so, would it be feasible to consider
using them as a control group in robustness checks.
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Geography and institutional environment

§ Foreign deposits are concentrated in the U.K., where reserve requirements are absent.

Questions/remarks:

§ Which deposit types are most likely to be transferred to the U.K.? Transaction,
savings, time, corporate sweep?

§ Is the locus of choice bank-driven (steering multinationals to foreign branches) or
depositor-driven (multinational treasury policy)?
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Specification (2): dynamics and cointegration

§ Request: report cointegration tests among the three time series used in specification
(2).

§ Explore a system that models the three series jointly rather than pairwise.

Question/remark:

§ Is there a tractable three-series specification (e.g., VECM) that fits your setup and
supports the pass-through estimates?
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Specification (3): international policy controls

§ Foreign deposits respond to U.S. policy, but local conditions may matter.

Question/remark:

§ Add controls for foreign local monetary policy relevant to the booking location (e.g.,
U.K. policy rate when deposits are in the U.K.).
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Conclusion

§ This is a very nice paper to read, I had a great time.
§ Important subject and relevant for the monetary policy pass-through literature.
§ Do you think a theoretical model to explain the shares could help policy makers?
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