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OVERALL ASSESSMENT (provided in English, Czech, or Slovak):

The thesis assesses the impact of Basel III regulation on the potential interbank contagion effect 
among individual banking sectors. The study is based on sample of 20 countries within the sample 
period 2005-2009. The aim of this study is to determine whether the implementation of new banking 
regulation Basel III will help to limit the probability and the scope of contagion among individual 
banking sectors compared to the Basel II framework. 

The empirical analysis is based on the consolidated balance-sheet data aggregated on the country 
level. The empirical results suggest banking sectors should be more resistant to the potential 
contagion under the Basel III framework compared to Basel II. According to the simulation results,
Basel III framework limits both, the probability that contagion occurs and the impact of contagion once 
it occurs. Moreover, the effect of increased capital on the contagion scope is non-linear and relatively 
small increase in banking sector’s capitalization prevents number national banking sectors’ defaults. 
The author also shows the individual results for countries whose default will likely have a significant
contagion effect (US, UK, Germany, Figure 8) on other countries as well as development of the scope 
of the contagion over time (Figure 9). Since some of the crucial parameters for the simulation are 
determined exogenously (e.g. LGD), the results of the simulations are ordinarily complemented by the 
sensitivity analysis (Chapter V.6). The sensitivity analysis, that shows how the results change with a 
change in underlying exogenously determined parameter, brings valuable information to the 
discussion of simulation results.

The study is well structured and the overall impression from the thesis is very good. Specifically, there 
is valuable literature review including a neat summary table in the appendix (Table 12), full description 
of the simulation method including discussion of different kinds of potential shocks to one banking 
sector and the way of a contagion of such negative shocks onto other banking sectors. The study 
contains also highly informative schemes used throughout the thesis and neat and comprehensive 
presentation of simulation results. Moreover, the thesis has clear research topic which can effectively 
contribute to the current discussion on the impact of the Basel III regulation. The author also critically 
discusses the potential shortcomings of the analysis and indentifies the factors that can contribute to 
the over- and underestimation of simulation results (Table 9). Furthermore, as the author mentions in 
the text, this thesis should be the first study aiming to assess the effect of the Basel III framework on 
contagion using the balance-sheet based network simulation model which represents clear
contribution of this thesis.

Although the thesis is already of high quality, I would suggest some comments that can be assumed 
by the author in further development of his research:

 It is argued that “it does not make much economic sense to lend money to and borrow money 
from the same bank” (page 19). However, this actually can happen due to different maturities of 
mutual loans.

 As it is discussed in the Chapter V.1 (page 35), it is questionable whether to use the data on 
consolidated or locational basis. Since the argument regarding the stand-alone subsidiaries 
mentioned also by Chan-Lau (2010) is relevant, it would be interesting to show whether the main 
conclusions of this thesis still hold when data on locational basis are employed.

 When discussing the pre-crisis and crisis period (page 47), it can be useful for the author to check 
the development of the stress indicator in the interbank market commonly measured by LIBOR-
Overnight Index Swap spread of respective maturity. Such an indicator can provide overall picture 
of the situation in the interbank markets over time on a daily basis. 
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 Chapter V.4 (page 46-48): It is recommended to discuss in more detail why the scope of the 
contagion effect was decreasing over time under both Basel II and Basel III. How did total 
interbank claims evolve over time, i.e. (when) did banks start to hoard liquidity? Or was the 
amount of interbank lending in absolute terms relatively stable over time and the decreasing trend 
in the scope of contagion is solely due changes in the structure of interbank claims/liabilities (e.g. 
who lends and who borrows)? The discussion can be also supplemented by a chart of 
development of total interbank claims during the sample period if it brings additional information.

 It could be also mentioned in the thesis (e.g. in Table 9) that the positive effect of Basel III on the 
interbank contagion will be even higher if the new Basel III liquidity regulation (which is not 
captured in the thesis, see Table 4) is introduced since its aim is to decrease reliance of banks on 
the short term interbank financing.

The suggested question for the defense:
 Discuss in more detail why the scope of the contagion effect was decreasing over time under both 

Basel II and Basel III during the sample period 2005-2009. Is the weaker impact of contagion
connected with the decline of total interbank lending since the beginning of 2007 (Figure 9, page 
48)?

In the case of succesfull defence, I recommend to grade the thesis with Grade 1 („výborně“) and 
suggest the thesis for the Dean´s Award (navrhuji ocenit práci pochvalou děkana).

SUMMARY OF POINTS AWARDED (for details, see below):

CATEGORY POINTS

Literature                     (max. 20 points) 20

Methods                      (max. 30 points) 27

Contribution                 (max. 30 points) 28

Manuscript Form         (max. 20 points) 20

TOTAL POINTS         (max. 100 points) 95

GRADE                          (1 – 2 – 3 – 4) 1
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EXPLANATION OF CATEGORIES AND SCALE:

LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of recent literature. 
The author quotes relevant literature in a proper way.

Strong Average Weak
20 10 0

METHODS: The tools used are relevant to the research question being investigated, and adequate to the author’s 
level of studies. The thesis topic is comprehensively analyzed.

Strong Average Weak
30 15 0

CONTRIBUTION:  The author presents original ideas on the topic demonstrating critical thinking and ability to 
draw conclusions based on the knowledge of relevant theory and empirics. There is a distinct value added of the 
thesis.

Strong Average Weak
30 15 0

MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and style, including 
academic format for graphs and tables. The text effectively refers to graphs and tables and disposes with a 
complete bibliography.

Strong Average Weak
20 10 0

Overall grading:

TOTAL POINTS GRADE

81 – 100 1 = excellent = výborně

61 – 80 2 = good = velmi dobře

41 – 60 3 = satisfactory = dobře

0 – 40 4 = fail = nedoporučuji k obhajobě




