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1. Introduction 
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2. History and theory of the discount window 



2.1. Related historical literature  

2.2. Theoretical debates 





3. Institutional background on banking and the payment system 

3.1. Means of payment 
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3.2. Financial stability  
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4. A database of the counterparties of the Bank of France network.  
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5. Assessing the monitoring of counterparties and risk management of the central bank 

5.1. Empirical strategy  

Liquidityi,b = β1risk appetitei +  Guaranteesi ∗ α + β2Crisesb + β3(risk appetite ∗
crisis) + ( Guaranteesi ∗ Crises)θ + +ηcontrolsi,b + εi,b    ( 1) 

 



5.2. The liquidity provision of a broad discount window 





5.3. Screening risk appetite of counterparties 

His business started poorly, was sentenced to refund 120,000fr following 

stock-market transactions on behalf of a married woman. It seems that the lesson 

has quieted Herbulot, who also used to speculate personally; but that is a strong 

indication of the haphazardness of this banker. 
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5.4. Pledging guarantees  
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5.5. Relationship lending  



 

6. Results: Risk management mechanisms of a broad discount window 

6.1. Setting breadth to accommodate local shocks 





 

We decomposed the share of variation of 

liquidity provided between the change of provision to existing counterparties and the evolution 



of the counterparty base.  

6.2. Risk management of a broad discount window: collateralisation and the 
importance of soft information  



 (1) (2) (3) (4) (5) 
 1898 Cross-section Panel: branch of Moulins 

 Liquidity 
provision 

Liquidity w/ 
Crises 

Liquidity 
provision 

w/ Crisis Crises x 
rating 

Collateral 0.28*** 0.29*** 0.21** 0.21** 0.26* 
 0.00 0.00 (0.03) (0.03) (0.05) 
Nb. of credit risk 
guarantors 

62.10*** 
0.00 

64.54*** 
0.00 

28.20*** 
(0.00) 

28.47*** 
(0.00) 

27.21*** 
(0.00) 

Counterparty risk 
guarantee 

0.46*** 
0.00 

0.37* 
0.07 

76.97*** 
(0.00) 

77.86*** 
(0.00) 

78.54*** 
(0.00) 

Capital 0.06*** 
0.00 

0.06*** 
0.00 

0.14***  
(0.00) 

0.14*** 
(0.00) 

0.13*** 
(0.00) 

Assessment of risk 
appetite 

18.62** 
0.04 

36.37*** 
0.00 

28.32** 
(0.03) 

30.08** 
(0.02) 

13.85 
(0.34) 

Crises  40.28*** 
0.00 

 20.19* 
(0.07) 

3.96 
(0.76) 

risk appetite*crises  -65.74*** 
0.00 

  56.84** 
(0.05) 

Controls Yes Yes Yes Yes Yes 
Other interactions N.a. Yes N.a. N.a. Yes 

 FE45 Yes Yes Yes Yes Yes 

Adjusted R2 0.670 0.670 0.456 0.458 0.463 
Observations 1589 1589 671 671 671 



∗ ∗∗ ∗∗∗



6.3. Managing breadth: relationship lending and extensive margin  

𝑡 𝜖 [1890 − 1905]

 



 (1) (2) (3) (4) (5) 
 Cross-

section 
Panel of Moulins 

 Liquidity 
provision 

Liquidity 
provision 

Liquidity 
provision 

w/ crises w/ crises 

Collateral 0.27*** 0.21*** 0.21*** 0.27*** 0.27*** 
 0.00 0.01 0.00 0.00 0.00 
Nb of credit risk guarantors 54.57*** 28.10*** 27.97*** 27.26*** 27.19*** 
 0.00 0.00 0.00 0.00 0.00 
Counterparty risk guarantor 0.43*** 73.33* 73.49* 76.12* 74.57* 
 0.01 0.06 0.06 0.09 0.09 
Assessment of risk appetite -37.95* 27.71** 28.11** 13.44 14.26 
 0.06 0.01 0.01 0.26 0.24 
Capital 0.04** 0.14** 0.13** 0.13** 0.12** 
 0.01 0.01 0.01 0.02 0.02 
Dummy Existing  27.96** 15.83*  8.51  
 0.02 0.05  0.22  
Nb years of presence   2.70*  1.88 
   0.09  0.15 
Crises    -5.13 -29.23 
    0.85 0.26 
Crises * risk appetite    56.09** 61.62** 
    0.02 0.02 
Crises * Existing    19.74  
    0.37  
Crisis * Nb years of presence     9.04 
     0.14 
Other interactions  N.a. N.a. N.a. Yes Yes 
Controls Yes Yes Yes Yes Yes 
Occupation FE No47 Yes Yes Yes Yes 
Adjusted R2 0.639 0.457 0.458 0.463 0.471 
Observations 452 671 671 671 671 

 

∗ ∗∗ ∗∗∗



 
All time Pre-crisis In crisis Post-crisis 

Banks 52% 55% 54% 36% 

Graziers 54% 35% 54% 65% 

Landlords 31% 20% 35% 35% 

Others 42% 33% 50% 38% 



 (1) (2) (3) (5) 
 Arrival  Arrival Arrival Arrival 
 All sample Pre-crisis In crisis Post-crisis 
Collateral -0.00 -0.01 0.00 -0.00 
 0.31 0.16 0.74 0.82 
Number of credit risk guarantors -0.24** 

0.01 
-0.24** 

0.02 
-0.08 
0.61 

-1.44** 
0.02 

Counterparty risk guarantor -0.78*** 
0.00 

-0.64* 
0.06 

-0.51 
0.11 

-1.77*** 
0.00 

Capital 0.00 0.00 -0.00 0.00 
 0.86 0.63 0.32 0.32 
Assessment of risk appetite 0.57*** 

0.00 
0.56* 
0.06 

-0.66 
0.12 

0.43 
0.21 

Crises 0.70***    
 0.00    
Risk appetite*crises -0.88**    
 0.02    
Non-banks 0.78** 0.32 15.89*** 0.77 
 0.02 0.53 0.00 0.39 
Risk appetite*non-banks  -0.07 

0.90 
14.99*** 

0.00 
0.23 
0.77 

Pseudo-R2 0.054 0.045 0.087 0.103 
Observations 883 264 321 298 



∗ ∗∗ ∗∗∗

6.4. Averting losses at the discount window 

7. Conclusion  
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9. Appendices 

9.1. Statistics on banks 

Population and size of the banks operating in 1898 
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9.2. Creating a database of counterparties from the Bank of France’s archives 
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9.3. Coding local negative shocks (crisis) 





9.4. Additional tables of results  
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 (1) (2) 
 1898 Cross-section 

 Liquidity provision Liquidity w/ Crises 
Collateral 0.30*** 0.29*** 
 0.00 0.00 
Nb of credit risk guarantors 64.97*** 

0.00 
67.78*** 

0.00 
counterparty risk guarantee 0.52*** 

0.00 
0.46*** 

0.01 
Capital 0.04*** 

0.00 
0.04*** 

0.00 
Assessment of risk appetite 17.63 

0.14 
36.10** 

0.02 
risk appetite*crises  -61.13*** 

0.01 
Controls Yes Yes 
Other interactions N.a. Yes 

 FE Yes Yes 

Branch FE Yes Yes 
Adjusted R2 0.626 0.631 
Observations 1589 1589 



 (1) (2) (3) (4) 
 Liquidity 

provision 
Liquidity 
provision 

w/ crises w/ crises 

Collateral 0.22*** 0.22*** 0.26*** 0.27*** 
 0.01 0.01 0.00 0.00 
Number of credit risk guarantors 29.13*** 28.70*** 28.15*** 27.71*** 
 0.00 0.00 0.00 0.00 
Counterparty risk guarantor 76.01* 74.75* 78.61* 76.39* 
 0.05 0.05 0.08 0.09 
Assessment of risk appetite 35.54*** 36.75*** 18.63 20.17* 

 0.00 0.00 0.12 0.09 
Capital 0.13** 0.12** 0.12** 0.11** 
 0.02 0.02 0.02 0.03 
Dummy Existing  14.60  7.60  
 0.13  0.46  
Number of years of presence  6.01**  4.16* 
  0.05  0.09 
Crises * Risk appetite   65.04*** 59.88** 
   0.01 0.01 
Crises * Existing   17.52  
   0.48  
Crisis * Number years of 
presence 

   6.13 

    0.30 
Other interactions  N.a. N.a. Yes Yes 
Year FE Yes Yes Yes Yes 
Occupation FE Yes Yes Yes Yes 
Adjusted R2 0.457 0.463 0.461 0.469 
Observations 671 671 671 671 

∗ ∗∗ ∗∗∗


