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P. Popova'

COVID-19, corporate non-performing loans,
and corporate lending dynamics:
Evidence from Russian regions

The COVID-19 pandemic had a highly negative impact on the corporate sector across many
economies. This study examines the relationship between the spread of the COVID-19 virus,
the quality of corporate loan portfolios, and the volume of corporate loans in Russian re-
gions. Using cross-regional variation in the number of COVID-19 cases in Russia from April
2020 to February 2022, we document lower corporate loan portfolio quality among banks
operating in regions with higher COVID-19 rates, as well as an inverse relationship between
corporate non-performing loans and the volume of corporate loans issued by Russian banks.
We conclude that Russian banks adjusted their credit policy, observing a decrease in the
quality of corporate loan portfolios. We also quantitatively analyze specific business support
measures introduced in Russian regions during the COVID-19 crisis.
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1. Introduction

he COVID-19 pandemic had an unprecedented impact on the economic activity of many

countries. The implementation of lockdowns, coupled with a significant drop in aggregate

demand and other adverse effects of COVID-19, resulted in many sectors of the economy
experiencing a decline. This had an impact on the financial sector’s vulnerability.

During the pandemic, the state of the banking sector can be assessed through key indicators
such as non-performing loans (NPL) and loan portfolio dynamics (Norden et al., 2021). These in-
dicators feature prominently in the literature on the COVID-19 pandemic effects and consequences
(Benavides-Franco et al., 2023).

The analysis of economic and financial stability in the corporate sector provides a signifi-
cant and broad area for research. This is applicable from the perspectives of the banking sec-
tor and the effectiveness of support measures implemented by the government. The credit qual-
ity of corporate borrowers and changes in the volume of corporate loans granted by banks dur-
ing the COVID-19 pandemic can provide information about the behavior of companies and banks
in the crisis triggered by the pandemic. This could help to draw out important lessons useful
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