
 

Accepted Manuscript

Negative interest rates as systemic risk event

Łukasz Kamil Kurowski , Karol Rogowicz

PII: S1544-6123(16)30312-9
DOI: 10.1016/j.frl.2017.04.001
Reference: FRL 702

To appear in: Finance Research Letters

Received date: 15 November 2016
Accepted date: 11 April 2017

Please cite this article as: Łukasz Kamil Kurowski , Karol Rogowicz , Negative interest rates as sys-
temic risk event, Finance Research Letters (2017), doi: 10.1016/j.frl.2017.04.001

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.frl.2017.04.001
http://dx.doi.org/10.1016/j.frl.2017.04.001


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

1 

 

 

Negative interest rates as systemic risk event
1
 

 

Łukasz Kamil Kurowski 

Affiliation 1. Institute of Finance, Warsaw School of Economics Affiliation 2. National Bank of Poland Full address: 

Warsaw School of Economics, al. Niepodległości 162, 02-554 Warsaw, Poland E-mail address: 

lukasz.kurowski@doktorant.sgh.waw.pl 

Karol Rogowicz 

Affiliation 1. Institute of Finance, Warsaw School of Economics Affiliation 2. National Bank of Poland Full address: 

Warsaw School of Economics, al. Niepodległości 162, 02-554 Warsaw, Poland E-mail address: 

karol.rogowicz@doktorant.sgh.waw.pl 

Abstract 

The goal of the paper is to assess whether the negative interest rate policy (NIRP) conducted by 

central banks contributes to higher market stress. To measure the risk level, we follow the 

methodology proposed by Hollo et al. (2012) and consider major segments of the market. 

However, as potential NIRP consequences are directly built up in the banks, we extend the 

original approach by implementing the balance sheet data from that sector. Our results suggest 

that the level of risk has gradually increased since the introduction of NIRP and primarily 

concerns the bond market and the banking sector.  
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1.   Introduction 

 To achieve their mandatory targets, six central banks—the European Central Bank (ECB), 

Danmarks Nationalbank (DNB), Sveriges Riksbank (Riksbank), the Swiss National Bank (SNB), 

Magyar Nemzeti Bank (MNB) and the Bank of Japan (BoJ)—have moved their policy rates below 

zero. While in the literature the belief that nominal interest rates cannot be negative (zero lower 

bound) has prevailed (Robinson and Stone, 2005). 
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