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of techniques applicable to the chosen field of research, showing an
ability to engage in sustained independent research.
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propriate research techniques.



Please provide substantive and detailed feedback!

Comments, explaining strengths and weaknesses (at least 300 words):

This thesis presents a well-planned research design, as well as work with literature and methods. There are, however,
some remarks that need to be addressed and affects the mark. The GMM approach was an excellent choice for elevat-
ing this research; however, this approach necessitates a wide range of control variables and "assumed non-weak in-
struments." The author uses an observational macroeconomic panel dataset. The quality of indicators (variables) is
one issue that has received considerable author’s attention. On the other hand, control variables didn’t get similar
attention. Control variables are used to eliminate the influence of a "third variable problem" as well as historical con-
text and CEE country specifics (fixed, cultural geographical, and other country or set of countries specific effects).

Major remarks: Because hypotheses are vague, they cannot be proven or rejected. They should be redone... We don't
know what is more positive, what is a higher economic level (better institutional), and what effects we're discussing.
You must define the thresholds (above/below a certain level) or test a dependence (the higher the economic level, the
greater the positive effect of...).

Why is trend not included in the models? Also, the IPS test null is with the option Im-Pesaran-Shin, which means "all
panels contain a unit root," rather than "each individual time series is non-stationary," as you reported. You describe
IPS tests as "Fisher tests," which are based on ADF or Phillips-Perron unit-root tests and test the null hypothesis that
"each individual time series is non-stationary." If you reported the Fisher or Im-Pesaran-Shin options in the xtunitroot
command, we don't know. In fact, tests for all models used (Treshold1 and Treshold2 panels) are missing, as are time
split models 8 (T=2000-2010) and 9 (2011-2021). Why do you use zero lags for your variables when you use one lag in
the analysis for z-score and IVs? Why are you adding trend to the IPS test if it is not included in the final model
(xtabond2 command)?

Remarks: Because we are dealing with data from 2000 to 2021, the context of the banking system between 1998 and
2010 is critical. It is worthwhile to investigate the context in depth. We can see foreign capital inflow and entry at the
start of this period. This is also a period of institutional rule strengthening and very strict financial sector regulation
(stricter than Basel) as a result of loan scams and frauds in CEE region of "little banks made to bankrupt" during the
transformation period 1993-2000. And, at the end of 2009, bank regulatory shortcomings and progress towards Basel
M.

We can see serious issues on the part of parent (foreign) companies that own CEE banks - all were dealing with the
2008-2009 crisis and had to be saved from bankruptcy; these banks demonstrated very poor management and a lack
of know-how. There had to be government bailouts involving billions of dollars: Raiffeisen, Deutsche Bank, Société
Générale, Barclays, ERSTE Group, and others. The next period is 2014-2021, which is marked by the strengthening of
"local CEE banks" and the rise of fin-tech companies and internet banks without the need for branches, as traditional
parent companies struggled with bail-ins, a bad reputation, and lowering operational costs (closing branches, moving
to cheaper administration buildings, and so on).

This periodization is required not only for the discussion section, but also for the creation of control variables and the
literature review. It is difficult to reconcile findings from the 2004 and 2015 studies. The regulation and crisis context
play an important role in this sector. It also matters whether we are talking about a EURO economy like Slovakia or a
national currency like Czechia or Poland.

There is also the issue of "National banks" that are >50% owned by local foreign companies. This example demon-
strates that some banks are "foreign owned" but "in fact national," i.e., they are not owned by a traditional parent
bank company like ERSTE from abroad, but rather by companies or investors from the offshore non-financial sector.
How to deal with them? Are they local or foreign?

Basel regulation revealed that bank-provided indicators are problematic and misleading. Only indicators working with
Tier 1 assets, standard operating costs, and liquidity transactions appear to be reasonable measures.

The reader does not know which countries are considered CEE in the introduction, literature review, and analysis be-
cause the term is used for a wide range of countries. It is more common to write about the "CEE region" and, if neces-
sary, specify which countries are included.

Your study's structure is not standard. You're talking about results in the results section (5) rather than the discussion
section. It is not standard to cite research or results of others in the result section because you are reporting your own
results only.




Specific questions you would like addressing at the oral defence (at least 2 questions):

1) How were thresholds for hypotheses created? Your hypotheses are related to your main RQ and resem-
ble rather vague research sub-questions; in other words, as sentences, they cannot be tested by an econo-
metric approach and standard logic. Rephrase your hypotheses and make them more specific so they can
be tested by your models.

2) Are your unit root tests appropriate for the analysis?

3) Are your robustness tests enough? Is there no heteroscedasticity?

4) Why is the trend not included in the models? If there is no trend, then why is it used in unit root tests?

5) There can be concerns about heterogeneity even though you have split your samples. Are the results
similar with the vce (robust) or similar vce option in your xtabond2 command?

6) Are all IVs without a unit root at the lag (1) level?




