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COVID-19 and Depositor Strategies: Evidence from Russian Regions

The economists emphasize that nowadays there is no country that is not affected by COVID-19. However, even though humanity has faced different pandemics in history, it is widely stated that the COVID-19 pandemic and its influence are unprecedented.
It should be noted that the number of studies about economies and financial markets from the pandemic perspective such as the economic consequences of COVID-19, the effects on consumption etc., is significantly greater than the number of studies in banking sector during the COVID-19. In addition, while there are studies about investors, the financial strategies of households are often about bank depositors rather than investors, so it is an interesting point to consider. This fact as well as the specificity of Russian context motivate the author to conduct research about the relationship between the COVID-19 and behavior of Russian depositors.
Furthermore, the Russian deposit market experienced three massive withdrawals in 2020. 
The goal of this research is to investigate the relationship of the COVID-19 pandemic on the bank retail deposits in Russian regions.
Thus, based on the goal of this work, the research question can be formulated as follows: does the variation in the number of cases of COVID-19 in the Russian regions explain the variation in the outflow of deposits?
The basic model of the study shows the relationship between the number of new COVID-19 infections in the regions of Russia and the growth rate of deposits in the banks. This model assumes that under the COVID-19 pandemic people are changing their savings and investment patterns, which is reflected in inflows and outflows of bank deposits.
The baseline regression model looks like:
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where: b indexes the Russian banks, r — the Russian regions, t — month.
 — the growth rate of retail bank deposits in the bank b registered in the region r during a month t;
 — the number of new confirmed COVID-19 cases in thousands people in the region r on month t;
 — control variables for the bank b registered in the region r during a month t-1;
 — control variables for the region r during a month t-1;
 — bank fixed effects;
 — time fixed effects;
 — error term.

 is the dependent variable of interest that reflects the growth rate of deposits in the bank b registered in region r during a month t, in shares. It is remarkable that in this research six types of deposits according to its maturity will be considered:
1. The growth rate of total retail deposits; 
2. The growth rate of retail deposits for a period of up to 90 days;
3. The growth rate of retail deposits for a period of 91 to 180 days;
4. The growth rate of retail deposits for a period of 181 days to 1 year;
5. The growth rate of retail deposits for a period of 1 to 3 years;
6. The growth rate of retail deposits for a period of more than 3 year.
In addition to this specification, some modified regressions were estimated: the models with the growth rate of COVID-19 cases in Russian regions and the models with the additional variable such as the growth rate of total COVID-19 cases in Russia. Moreover, all models included the bank characteristics such as ,  , and  that allow to measure the market discipline during the COVID-19 pandemic as well as the characteristics of Russian regions such as , , ,  and  to capture the difference between regions.
The paper uses the fixed effects models to estimate the depositors’ behavior under the COVID-19 pandemic in Russian regions from April to December 2020. The methodology employed in the current study is similar to the one that was used by Levine et al. (2020). 
The results obtained through the research of the hypothesis about negative relationship between the new COVID-19 cases in Russian regions and the growth rates of different types of deposits is not rejected for some types of deposits such as total amount of retail deposits, retail deposits up to 90 days, retail deposits for a period from 3 to 6 months (91-180 days) as well as retail deposits from 6 months to 1 year. 
The findings of the basic regression are generally in line with the literature where the precautionary savings motive coincides with the demand for liquidity. In other words, Coronacrisis caused suspension of production and supply chain disruptions as well as border closures that led to lower incomes of individuals who needed cash as a result. Consequently, the facts of the CBR about the negative impact of the pandemic on the significant size of deposit outflows in Russia were statistically confirmed in this research. On the other hand, this result might be obtained due to the reduction of income during the COVID-19 pandemic when people not only able to deposit money but also forced to withdraw existing deposits.
In addition to the specifications with region characteristics, models with time-region fixed effects are estimated since these models control for all difference in regions’ characteristic. So, in the new basic model the growth rate of retail deposits up to 90 days is positively connected with the number of new confirmed COVID-19 cases in Russian regions while the growth rates of retail deposits for a period from 91 to 180 days as well as for a period of more than 3 years demonstrate the negative relationship with the main variable of interest. It means that people shift their savings from long-run deposits to shot-run that in future may allow them to run out very quickly.
It is interesting to note that in the final model the growth rate of retail deposits up to 90 days is negatively connected with the number of new confirmed COVID-19 cases in Russian regions while the isolation index as well as interaction term demonstrate the positive signs. The positive coefficient before the interaction term might be explained in the following way: the withdrawal of deposits is smaller when the people stay at home despite the fact that the COVID-19 has negative relationship. The opposite result (in terms of signs before the independent variables and explanations) is obtained for the model of the growth rate of the growth rate of retail deposits for a period of more than 3 years. 
The interesting fact that the results of all models show the insignificance of the banks characteristics that prove the absence of market discipline mechanism in Russian banks during the COVID-19 pandemic. It means that people withdraw their deposits regardless of banks’ financial stability.
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