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Corporations deleverage and 
invest when charged negative 
interest rates on bank deposits 

Negative interest 
rates raise many 
questions 

A world of negative 
interest rates is un­
charted territory,  
raising a number  
of questions about  
the impact on the  
economy and the 
financial system.

Read more

Change  
banks and  
deleverage 

Many corporations 
pay banks for holding 
deposits. Corporations 
that are charged nega­
tive rates on their bank 
deposits change banks 
more often and opt to 
deleverage. 

Read more

Invest more  
and hire more 
employees 

When the deposit  
rate enters negative 
territory, corporations 
increase their invest­
ment in new capital 
equipment and create 
more new jobs. 
 

Read more
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Corporations respond to  
negative bank deposit rates.

They change banks and  
deleverage.

They also increase their  
investment in new capital  
equipment and create more  
new jobs. 

Danmarks Nationalbank’s interest rate Danmarks Nationalbank’s key interest 
rate has been negative since the 
summer of 2012, with the exception  
of a brief period in 2014.
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Low for long

Denmark was the first country to introduce negative 
monetary policy rates in 2012. Since then, Switzer­
land, Sweden, Japan and the euro area have followed 
suit. 

Very low and in some cases negative interest rates 
have characterised the past decade across the ad­
vanced economies. There are several reasons why 
interest rates have fallen to the current low levels. Low 
interest rates reflect the fact that inflation has been 
subdued in many countries, but structural changes 
in household and corporate savings and investment 
behaviour are also part of the explanation.

These developments have brought monetary policy 
and the economy into uncharted waters, which is 
why Danmarks Nationalbank will be issuing a series 
of publications on the topic.
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Negative interest rates  
raise many questions

Danmarks Nationalbank was the first central bank 
in the world to take its key monetary policy interest 
rate into negative territory. Subsequently, several 
other countries have followed suit. A world of neg­
ative interest rates is uncharted territory, raising a 
number of questions about the impact on the econo­
my and the financial system.

How do low and negative interest rates impact the 
behaviour of households and corporations? What is 
their effect on bank business models? Do negative 
interest rates lead to increased corporate risk-tak­
ing and a build-up of risks in the financial system? 
To what extent has the lowering of monetary policy 
interest rates into negative territory stimulated the 
economy? These questions are among the current 
focus areas of Danmarks Nationalbank’s work and 
of the Danish Systemic Risk Council. These questions 
have also been debated and analysed internationally 
for several years.1

Previous analyses by Danmarks Nationalbank have 
shown that the pass-through of Danmarks Nation­
albank’s interest rate changes to bank lending rates 
is still working after the shift to negative monetary 
policy interest rates, and that favourable financial 
conditions underpin the economy.2 

Bank lending rates have not turned negative, but 
many Danish corporations and households are 
charged negative rates on their bank deposits. 
This analysis presents the main findings of a new 
study, examining the impact on corporate behaviour 
of the transition to negative deposit rates.

1	 See, for example, Rogoff (2017), Brunnermeier and Koby (2018), 
Eggertsson et al. (2019), Andersson and Jonung (2020) and Krog­
strup, Kuchler and Spange (2020).

2	 See Adolfsen and Spange (2020) and Jensen and Pedersen (2019).

Path to low and negative  
monetary policy interest rates 

Many countries have seen a sharp drop in monetary 
policy interest rates in the wake of the financial crisis, 
reflecting, in part, a more protracted low interest 
rate environment – a trend that had already mani­
fested itself prior to the financial crisis. In addition, 
central banks have pursued accommodative mone­
tary policies to stimulate demand during a period of 
spare capacity in the economy and inflation below 
the inflation targets of central banks.3 Monetary 
policy interest rates have now moved into negative 
territory in several countries.

Danish monetary policy is not guided by an inflation 
target, but rather on keeping the Danish krone sta­
ble vis-à-vis the euro. Under the fixed exchange rate 
policy, Danmarks Nationalbank’s interest rates more 
or less mirror the interest rates set by the European 
Central Bank (ECB) for the euro area.4 So, in line with 
the post-crisis reduction in the ECB’s monetary poli­
cy interest rates, Danmarks Nationalbank’s monetary 
policy interest rates have also fallen considerably.

In fact, Danmarks Nationalbank had to lower its 
certificate of deposit rate into negative territory even 
before the ECB’s rate turned negative. This occurred 
during the European sovereign debt crisis of 2012, 
which generated strong demand for Danish kroner, 
perceived as a ‘safe haven’ during the crisis. To pre­
vent the Danish krone from appreciating too much, 
Danmarks Nationalbank lowered the certificate of 
deposit rate to -0.20 per cent on 5 July 2012. This 
was the first time in Danmarks Nationalbank’s 200-
year history that one of its interest rates moved into 
negative territory.5 A few years later, the interest rate 
on the ECB’s deposit facility also turned negative, 
and Danmarks Nationalbank’s certificate of deposit 
rate has been negative for most of the period since 
mid-2012.

3	 See, for example, Adolfsen and Pedersen (2019), Bielecki, Brzo­
za-Brzezina and Kolasa (2020) and Adolfsen, Bess and Pedersen 
(2020).

4	 See, for example, Abildgren (2018).

5	 See Jørgensen and Risbjerg (2012).
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Many corporations pay banks  
for holding deposits

Chart 1
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Source:	 Danmarks Nationalbank.

When charged negative deposit rates, 
corporations are more inclined  
to form new banking relationships

Chart 2
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Many corporations are now paying 
banks for holding deposits

Danmarks Nationalbank’s lowering of the certificate 
of deposit rate into negative territory was immedi­
ately transmitted to money market interest rates, 
which was crucial to the management of the krone 
rate. Gradually, the negative rate was also passed 
through to other interest rates in the economy.

The first corporate customers were charged negative 
interest rates on bank deposits already early in 2015, 
and at the start of 2020 the share of corporate de­
posits earning negative interest rates had increased 
to about 80 per cent, see Chart 1.

In a new study, Abildgren and Kuchler (2020) com­
pare the behaviour of corporations that have been 
charged negative interest rates on bank deposits 
with the behaviour of similar corporations that have 
not (yet) been charged negative interest rates on 
their bank deposits.6

The study is based on comprehensive microdata 
from Statistics Denmark, the Danish Customs and 
Tax Administration (Skat), Bisnode and Danmarks 
Nationalbank and covers some 45,000 Danish corpo­
rations during the 2014-2018 period.

There is a clear tendency for corporations to change 
behaviour when faced with negative interest rates on 
their bank deposits. Negative rates prompt them to 
deleverage and turn to other financial assets. They 
also become more inclined to change banks, see 
Chart 2. 

The study also shows that negative deposit rates 
prompt corporations to increase their investment in 
fixed capital (machinery, buildings, commercial ve­
hicles, etc.) and employment compared with corpo­
rations that are not charged negative interest rates, 
see Chart 3. Two years after being charged negative 
interest rates on its bank deposits, the average 
corporation has increased its number of employees 

6	 The comparison takes changes in interest rates into account, mean­
ing that the result does not reflect the response to the interest rate 
change associated with interest rates falling below zero. In other 
words, the study maps the pure change in corporate behaviour from 
being charged negative rates.



A N A LYS I S  —  DA N M A R K S  N AT I O N A L BA N K
CO R P O R AT I O N S  D E L E V E R AG E  A N D  I N V E S T  W H E N  C H A RG E D  N E G AT I V E  I N T E R E S T  R AT E S  O N  BA N K  D E P O S I T S

5

Negative deposit rates lead to higher 
corporate employment and investment

Chart 3
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Source:	 Abildgren and Kuchler (2020).

Younger corporations increase  
employment, while older corporations 
increase investment

Chart 4
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by about 3 percentage points more than a similar 
corporation that has not been faced with negative 
deposit rates. And the corporation’s investment ratio 
is about 0.5 percentage points higher. In a recent 
study, Altavilla et al. (2020) also found that euro area 
corporations with high cash holdings increase their 
investment when faced with negative deposit rates. 

When faced with negative deposit rates, younger 
corporations, in particular, tend to increase employ­
ment, while older corporations tend to increase in­
vestment, see Chart 4. The high percentage increase 
in employment for younger corporations should be 
seen in the context that they are often small and in a 
growth phase. Rather than depositing current earn­
ings into their bank accounts at negative interest 
rates, they seem to be inclined to increase employ­
ment slightly more than they would otherwise have 
done. Older corporations tend to be better consol­
idated than younger ones, and, therefore, able to 
increase their investment more rapidly when they 
see the need to do so.

What drives change in  
corporate behaviour?

The question is which mechanism drives the change 
in corporate behaviour when corporations are 
faced with negative interest rates on their bank 
deposits.

A possible explanation could be that corporations 
become more aware of their economic situation 
and financial position when having to pay banks 
for holding their deposits. This could, for instance, 
make them consider whether they have excess 
liquidity and would benefit from deleveraging. Or 
consider alternative investment options such as 
investing in new production equipment or taking 
on more employees. Corporations with large bank 
deposits are normally approached by their banks 
when the banks introduce negative deposit rates, 
and this may induce them to consider their alterna­
tives.

Negative deposit rates may also increase the risk 
appetite of corporations, making them gravitate 
towards investment in production and jobs with a 
potentially higher (and positive) return than bank 
deposits – but also subject to greater risk.
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Service operators become less  
pessimistic when charged negative 
deposit rates

Chart 5
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Source:	 Abildgren and Kuchler (2020).

Moreover, negative deposit rates could fundamental­
ly impact corporations’ perception of the future. For 
instance, because negative deposit rates send a very 
direct signal to the corporations affected regarding 
the general accommodative monetary conditions 
that stimulate the economy and induce the corpora­
tion’s customers to increase demand. Or a signal that 
could be seen as heralding a protracted period of 
low interest rates, resulting in low corporate financ­
ing costs. Abildgren and Kuchler (2020) find that 
service operators faced with negative interest rates 
have a less pessimistic perception of the future than 
other service operators. The probability of a service 
operator expecting sales and employment to decline 
falls by about 10 percentage points during the first 
six months after the service operator has been faced 
with a negative deposit rate, see Chart 5. 
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