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This paper studies the behavior across business cycles of representative bank loan-deposit spreads and their components for Canada, Italy, Germany, the Netherlands, Switzerland, the United Kingdom, and the United States. A main finding is that the loan rate (adjusted for movements in overall market interest rates) in most countries is markedly countercyclical, consistent with «financial accelerator» theories of the business cycle. Another main finding is that in all countries the spread between savings-deposit rates and overall market interest rates is markedly countercyclical. This is consistent with banks exploiting market power over «core deposits» systematically across business cycles, possibly to buffer cyclical shocks either to banks borrowers or to the cost of other (more competitive) bank deposits. Further, the evidence is consistent with banks in the continental-European countries adjusting the cost of domestic deposit liabilities over the business cycle much more than is the case in the English-speaking countries.

