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Abstract

comprises eleven indicators grouped into four pillars: legal protection, collateral safety, cash 

a supplementary summary measure. The framework is illustrated through a pilot application 

country difference. Because the application is limited to two countries and a single assessor, 

future multi-country testing, inter-coder assessment, and validation against market outcomes.
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Introduction

the segregation of cover assets, the protection of investor claims, the quality of 

may conceal materially different levels of protection.

lacks, however, is a transparent and replicable framework for scoring institutional 

and sensitivity analysis – conditions that most comparative discussions of covered 
bonds do not satisfy in a way that permits straightforward replication or recoding 
by other researchers.

converge and where they differ across eleven institutional dimensions. A composite 
score is also reported as a supplementary summary measure, but the indicator-

The framework is illustrated through a pilot comparison of Germany and Poland. 
Germany’s Pfandbrief covered bond regime (governed by the Pfandbrief Act, 

because it combines a recognisable statutory covered-bond framework with a market 

and usability of the scoring architecture, without claiming a full validation of the 

predictive validity with respect to market outcomes are left for future research.

a form that other researchers can inspect and revise. Third, it shows, through the 
Germany–Poland pilot, how the framework can narrow broad comparative claims 

transparency, the framework is intended to be of practical relevance to supranational 
regulators, national supervisors, cross-border investors, and academic researchers. 
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If developed beyond the present pilot, periodic computation by a credible institution 

discusses interpretation and limitations. The last section concludes the study.

1. Literature review

A second strand

under which covered bond frameworks can support stable mortgage funding, with 
particular attention to the legal-regulatory requirements for market development.

A third strand focuses on EU regulatory architecture. The Covered Bond 

caution that uniform harmonisation may not accommodate differences in national 

A fourth strand
adoption does not ensure equivalent market depth. 

In Poland
market asset class, with particular attention to the implications for the Polish 
market.
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against treating equal weighting as neutral and recommends sensitivity analysis. It 
also notes that when composite scores are highly weight-sensitive, presenting results 
as a dashboard of individual indicators may be preferable to forcing aggregation.

The literature on measurement error in comparative legal coding further complicates 

legal accounts. Unlike the former, it is narrowly targeted at mortgage bond systems. 

behavioural anchors and discloses the complete calculation chain. Its closest 

and the full evidentiary trail alongside the results.

2. Conceptual architecture of MBIFI

Table 1. MBIFI indicator architecture by pillar. All indicators scored 0–4

Pillar Code

Mandatory overcollateralisation

P1

P2
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Pillar Code

Market infrastructure M1 Market transparency and disclosure

Market infrastructure M2 Repo and central bank collateral usability in practice

Market infrastructure

institutional completeness of a mortgage bond regime from an investor-protection 
perspective: legal enforceability of claims, safety and monitoring of collateral, 

bonds are disclosed, funded, and accessed in practice. The selection is therefore 

central to covered-bond protection and observable from public legal, supervisory, 
and market-structure sources. Other potentially relevant features could be added in 

transparency, and replicability.

Table 2. Behavioural anchors for the MBIFI 0–4 scoring scale

0

1

2

Table 1. (cont.)
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and the infrastructure that supports market use. Accordingly, the pillar is intended to 

the surrounding operational framework makes those permissions usable in practice. 

– such as legal openness, settlement infrastructure, and absence of discriminatory 
restrictions – rather than secondary-market depth or the level of international 
investor participation, which are market outcomes rather than institutional features.

3. Scoring methodology

results are reported in two formats. The primary format is the indicator-level 

and requires no weighting assumptions. The secondary format is an equal-weight 
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The composite is included because single summary measures can be useful for 
communication, but it is not the principal analytical product. As the OECD Handbook 

equally important – a pragmatic default in the absence of an empirical basis for 
differential weights, but not a neutral one. Discretion is relocated from weights to 

which is weighting-invariant.

The coding relies on evidence with differing levels of precision. The strongest 

legal sources where article-level domestic pinpointing is incomplete.

Komisja Nadzoru Finansowego (

evidentiary gap is itself a substantive feature of the two frameworks rather than 

design and market infrastructure. Nevertheless, part of the gap could narrow if 
more granular Polish legal evidence revealed protections not captured here. The 
companion replication workbook, available from the author upon request, includes 

legal coding: they are too aggregate, and they describe general governance quality 
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rather than covered-bond institutional design. Their role here is limited to that 

legal-protection or collateral-safety score and the corresponding WGI score would 

of statutory and supervisory evidence. The present pilot does not implement this 

multi-country applications should consider building it into the validation protocol.

3.3. Coding decisions

All coding was performed by a single assessor. Inter-coder reliability is unknown and 

Table 3. Coding rationale for contested indicators, referenced to behavioural anchors (Table 2)

Code DE PL Coding rationale

P1
stability

risk transfer to the cover pool relies on contractual rather 

Overcollaterali 2

M2
 

collateral 
usability in 
practice

2

materials. 
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4. Benchmark plausibility checks

Because the present application is limited to two countries, the pilot is not designed 
to test causal hypotheses. Instead, it uses two benchmark plausibility checks 
to assess whether the framework yields outputs that are broadly aligned with 

Check 1.
This would be consistent with the literature treating the Pfandbrief regime as 
a benchmark covered-bond framework.

Check 2. Any observed difference should be concentrated outside the core legal-

and infrastructure features have.

Failure on either check would not invalidate the framework, but it would indicate 

5. Results
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Table 4. Indicator-level scores: Germany and Poland

Code DE raw PL raw DE norm. PL norm.

1.00 1.00

1.00 1.00

1.00 1.00

Overcollateralisation 2 1.00

1.00 1.00

1.00 1.00

P1 2

P2 2 1.00

M1 2 1.00

M2 2 1.00

1.00 1.00

All three legal protection indicators show no difference. The operational and market-
infrastructure dimensions – servicing continuity, overcollateralisation, disclosure, 
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Table 5. Pillar-level comparison and composite MBIFI scores (equal-weight baseline)

Pillar Germany (%) Poland (%) Gap (pp)

100.00 100.00  0.00

100.00 16.67

Market infrastructure 100.00  66.67

Overall MBIFI  77.27

pillar. These invariances hold by construction because both countries score identically 

Table 6. Sensitivity of composite MBIFI scores to alternative weighting schemes

DE PL Gap vs. A

77.27

16.07

a gap between the two countries.
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6. Discussion

Pfandbrief system is institutionally more developed than Poland’s mortgage bond 
regime. A brief descriptive paragraph could establish that much. The value added 

and behavioural anchors, allowing a reader who disagrees with any individual score 

Within the present framework, a threshold of 3 or above on all indicators can be read 
as a practical marker of broadly developed institutional coverage. This is a heuristic 
interpretation rather than a validated cutoff and is used only to summarize the 

Poland’s gaps align with the minimum harmonisation agenda of the Covered 

produces real institutional convergence or merely formal legislative compliance.

6.3. Why present a composite at all?

A legitimate question is whether aggregation into a single number adds anything 

composite is useful as a compact summary for communication and as a potential 
input for future cross-country regression analysis (testing whether aggregate 

shows its magnitude is weighting-dependent, and it conveys less information than 
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primary analytical product and the composite as supplementary. Future work that 

aggregation. Until then, the indicator-level pattern is the more defensible output.

covered bond spreads, issuance resilience, investor demand, or recovery rates. It 

the composite’s magnitude is sensitive to weighting choices, which constitutes 

5.3 maps how alternative weighting schemes affect the composite, but it does not 

analysis – to reduce reliance on the equal-weight default and test whether differential 

the present two-country pilot. Fifth, the evidentiary hierarchy is disclosed but not 

datasets – such as the World Bank Governance Indicators (Kaufmann, Kraay and 
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6.6. Institutional home and user base

on an ongoing basis, at what frequency, and for what purposes is not directly 
addressed by the present pilot but is central to any future use of the framework. 

should adopt the framework, plausible candidate hosts include the European 

which maintains the most comprehensive comparative data infrastructure for the 

Given that the institutional features captured (statutory frameworks, supervisory 

whichever body assumed this role.

the framework to assess whether EU harmonisation under the Covered Bond Directive 
produces genuine institutional convergence or merely formal legislative transposition. 

risks that aggregate spread data may not fully price. National supervisors can use it to 
benchmark their own frameworks against peer systems and prioritise reform efforts. 

variable in studies of covered bond spreads, issuance depth, or resilience under stress 

Conclusion

comparative assessment of mortgage bond institutions. The framework organises 

a composite score included only as a supplementary summary measure.

The Germany–Poland pilot illustrates how the framework can turn a broad 

In the present application, the two countries do not differ on the legal-protection 

infrastructure dimensions.
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The paper’s contribution is methodological rather than fully validation-based. 

recoded by other researchers. Future work should apply the framework to a larger 

boundary between institutional design and market functioning, and test whether 

framework would additionally require multi-country testing, formal inter-coder 
reliability assessment, and an institutional process for periodic updates by 
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