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Abstract

The liquidity stress test (LiST) 2019 by the European Central Bank (ECB) examines 
the liquidity situation of banks, which is novel at the European level. Therefore, a 
well-founded empirical analysis is necessary to derive implications for the capital market. 
This paper investigates the impact on stock returns and credit default swap (CDS) spread 
changes of the participating banks using an event study methodology. This approach al-
lows for conclusions about the entire capital market. A major problem with the sample, 
event clustering, is addressed with appropriate test statistics. The paper provides evi-
dence of the absence of a capital market reaction, which could be the goal of supervisors, 
namely, being able to assess the banking sector and providing general information with-
out triggering panic. 
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I.  Introduction

Since the financial crisis in 2008, banking stress tests have gained importance 
globally. Supervisors have discovered and increasingly used this instrument to 
reduce bank opacity to gain detailed knowledge of actual financial conditions. 
The release of stress test results is often expected by the press and the public 
with a great deal of tension, which was also the case for the liquidity stress test 
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