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During the last financial crisis, many large financial firms 
were severely undercapitalized.
• Bear Stearns required help from the Fed
• Lehman would have been better off getting new equity
• Goldman received an equity injection from Buffett
• Citi obtained a ring-fencing bailout deal
• Dexia and Depfa borrowed more than others from the 

discount window
• WAMU went under
• IndyMac went under after a run

These and other troubles at financial firms led to the US 
instituting a stress test in May 2009. 

Motivation



2009 US stress tests worked out well (Morgan, Peristiani and Savino, 
2014) but European stress tests in 2010 and 2011 were not 
successful (Bischof and Daske, 2013; Schuermann, 2016). 

The benefit of providing information about a bank’s ability to 
withstand stress is that it improves confidence and allows banks to 
raise much needed new equity.

But if the information in a crisis is about the firm’s losses, investors 
may instead lose confidence and avoid risk-sharing opportunities. Or 
it could lead to a bank run.

There is a large debate on whether the information provided by 
regulators through a stress test is helping in avoiding systemic risk.

Motivation



Stress tests are only one way to provide information about the 
health of a bank in a crisis. Unlike regular SEC filings, in the 
case of stress tests:
 Information is provided only once a year
 The set of items discussed is set by the regulator
 The outcome of the tests may say more about the intentions 

of the regulator than about the bank’s underlying health
 A bank that fails a stress test must raise new equity quickly.

Regular disclosure by the bank is a greater source of 
information to investors and uninsured depositors.  During the 
subprime crisis, most of the relevant information about bank 
health was revealed by the banks before May 2009.

Motivation



If banks disclose more information about their 
losses in a crisis, does it increase the likelihood of  
issuing equity?

Does increased bank disclosure lead to a decreased 
ability to raise new equity (reduced risk sharing)? 

Does greater disclosure lead to bank runs?

Research Questions



Liquidity Shocks and Bank Runs:
◦ Diamond and Dybiv (1980) assume there are no information 

problems.

Insolvency and Bank Runs:
◦ Chari and Jagannathan, (1988), Chen (1999), Huang and 

Ratnovski (2011), Nikitin and Smith (2008)
◦ Bouvard, Chaigneau, and De Motta (2015) 
◦ Parlatore (2015), Faria-e-Castro, Martinez and Philippon (2015) 

Disclosure and Bank Runs:
◦ Hirshleifer (1971), Goldstein and Sapra (2013), Goldstein and 

Leitner (2013), Shapiro and Skeie (2012),  Spargoli (2013)
◦ Dang, Gorton, Holmstrom and Ordonez (2014), Alvarez and 

Barlevy (2014)

The Effect of Disclosure on Bank Runs



 Actual bank runs:
◦ Calomiris and Mason (1997) in the Great Depression; Iyer, Puri

and Ryan (2016)
◦ Rose (2015) on the subprime crisis

 “Runs” in debt markets:
◦ Run = refusal to roll-over short term debt
◦ Gorton and Metrick (2012), Martin, Skeie and von Thadden

(2014), Covitz, Liang and Suarez (2013), Schroth, Suarez, and 
Taylor (2014)

 Probability of a bank run:
◦ See Berger and Turk-Ariss (2015) for literature review on CDs

Empirical Evidence on Bank Runs



Disclosure improves information quality needed to 
understand a firm’s stock and thus lowers equity 
volatility:

◦ Botosan, 1997; Klein and Bawa, 1976; Barry and Brown, 1985; 
Coles and Loewenstein, 1988; Handa and Linn, 1993; Coles et al., 
1995; and Clarkson et al., 1996.

Disclosure may reduce asymmetric info problem:
◦ Myers and Majluf, 1984

Disclosure in a crisis may avoid or worsen debt overhang
◦ Myers, 1977

The Effect of Disclosure on Equity Issuance



 Disclosure and bank capital:
◦ Baumann and Nier (2004) using AIMR ratings; 
◦ Bushman and Williams (2015) using R2 from loan loss provision 

regressions; 
◦ Zur (2015) who creates an index of 0 to 14 by counting 

references to Bank of England topics in 10Ks and proxy 
statements 

 Bank equity issuance in a crisis:
◦ Cornett and Tehranian (1994) and Cornett, Mehran, and 

Tehranian (1998), Dinger and Vallascas (2016)
◦ Boyson, Helwege and Jindra (2014)

Empirical Evidence on Bank Equity Issuance



Identify the effects of greater disclosure during the 
recent financial crisis on:
1. The probability of equity issuance (cross-

section)
a. If equity issuance is higher with greater disclosure 

during the crisis, is it via lower uncertainty?
b. Two-stage estimation – equity volatility, analysts’ 

forecast dispersion, some tests related to ratings (first 
stage uses panel data; second stage is cross-section)

2. The probability of a bank run (panel data)
3. The overall health of the bank (panel data)

Analytical Framework



 News during the crisis that is most relevant to 
bank investors is about real estate losses

 Identify exposure to losses via real estate return 
index (state level) and deposits by state

• Information is public via FNMA

 Count disclosures related to real estate losses in 
SEC filings  (Bird and Karolyi, 2016)

 Indicator variable for banks that hold a 
conference call with analysts during the quarter

Analytical Framework



 191 Large ($1 b. or more), public banks in SNL
◦ matched to CRSP with RSSD/Permno link
◦ With reasonable liquidity (few zero trading days in 2006)

 and with I/B/E/S data in at least one quarter in 07-09
 Conference calls: Factiva, SNL, Lexis Nexis and Nasdaq
 Count disclosures each quarter using Capital IQ
◦ only count filings with key words related to real estate losses 

(“mortgage-backed securities”, "bad debt", "overdue debts", 
"earnings", "losses", "write downs", "charge offs”)

 Equity issuance from SDC (any during 07-09) 
 Bond ratings from FISD

Data



Summary statistics 

Bank health variables Mean Median

Assets ($ billions) 54.00 4.07 

Book to market ratio 1.33 1.05

Beta 1.29 1.37

Loan loss provisions/ total assets 1.13 0.92

Tier1 risk ratio 10.97 10.77

Return on equity -4.03 4.17

Liquid assets/ total assets 11.17 8.81

Leverage ratio 8.77 8.70

Total special capital needed 24.77 0.18

Heavy user of special capital programs 0.15 0



Summary statistics 

Real estate exposure and stock variables Mean Median

Number of states of operation 3.84 2.00

Standard deviation of real estate returns 0.70 0.68

Real estate returns -1.39 -1.14

Skewness of stock returns 0.38 0.33

Standard deviation of stock returns (%) 4.00 3.82

Monthly trading volume ($ millions) 80.51 3.36 

Number of non-trading days 0.42 0.31

Bid-ask spread/mid-price (%) 0.57 0.30



Summary statistics 

Disclosure and analysts forecasts Mean Median

Number of conference calls 0.60 1

Number of 8K disclosures 2.74 2.42

Number of prospectus disclosures 1.98 0.50

Number of proxy disclosures 0.48 0.42

Number of 10K/10Q disclosures 1.02 1.00

Total number of disclosures 6.22 4.50

Dispersion of forecasts 0.17 0.04

Number of analysts 4.83 3.00



Cross-section analysis of the impact of disclosure on the 
probability of equity issuance (Logit).

If disclosure helps reduce uncertainty, undercapitalized 
banks may find it easier to issue new equity, holding 
constant the risk of the bank.

Insolvent banks unlikely to issue equity unless they are 
TBTF firms.

Two approaches: logit, and two-stage logits where std
dev of stock returns and analysts’ forecast dispersion are 
predicted first.

Impact of disclosure on equity issuance



Equity Issuance – detailed disclosure counts 
8K disclosures -0.02 0.09 -0.02 0.09
Prospectus disclosures 0.06 0.04 0.06 0.04
Proxy disclosures 2.66*** 2.42** 2.67*** 2.42**
10K/ 10Q disclosures 0.62 1.10 0.46 0.95
Conference call was held ‐ ‐ 0.50 0.44
Assets -1.79*** -1.70 -1.72** -1.64**
Book to market ratio -1.18*** -1.02*** -1.25*** -1.08***
Beta 0.21 0.95 0.30 1.05
Loan loss provisions 0.12 0.23 0.12 0.23
Tier1 risk ratio -0.13 -0.15 -0.12 -0.14
Return on equity 0.03 0.01 0.03 0.01
Liquid assets 0.00 0.01 0.01 0.01
Number of states 0.10 0.08 0.11 0.09
Acquirer 1.55*** 1.39*** 1.56*** 1.40***
CEO turnover -0.64 -0.57 -0.64 -0.57
Real estate exposure -0.08 -0.22 -0.07 -0.22
Std. dev. real estate returns 0.85 0.35 1.07 0.51
Std. dev. stock returns 0.65* - 0.66* -
Skewness of stock returns -1.39* -1.28* -1.27 -1.28*
Dispersion of forecasts - 0.41 - 0.43
Number of analysts 0.24* 0.22* 0.23* 0.21*
Volume 0.93** 0.86** 0.83** 0.76**
Heavy LOLR user 0.17 0.30 0.20 0.33



Equity Issuance – total disclosure count 

All disclosures 0.14 0.16* 0.15 0.16*
Conference call was held ‐ ‐ 0.44 0.44
Assets -1.46** -1.48** -1.40** -1.42**
Book to market ratio -0.85** -0.72** -0.91** -0.79**
Beta 0.31 0.94 0.35 0.99
Loan loss provisions 0.05 0.19 0.05 0.19
Tier1 risk ratio -0.10 -0.12 -0.09 -0.11
Return on equity 0.02 0.01 0.02 0.01
Liquid assets 0.00 0.01 0.00 0.01
Number of states 0.05 0.04 0.06 0.05
Acquirer 1.27*** 1.18*** 1.28*** 1.19***
CEO turnover -0.24 -0.24 -0.23 -0.23
Real estate exposure -0.07 -0.17 -0.07 -0.17
Std. dev. real estate returns 0.80 0.41 0.94 0.55
Std. dev. stock returns 0.49 - 0.49 -
Skewness of stock returns -0.81 -0.77 -0.71 -0.67
Dispersion of forecasts - 0.23 - 0.25
Number of analysts 0.21* 0.21* 0.20* 0.20*
Volume 0.70** 0.67** 0.60* 0.58*
Heavy LOLR user 0.14 0.24 0.19 0.28



Equity Issuance - 1st stage equity volatility regression
All disclosures - - - 0.01** 0.01** 0.01*

8K disclosures 0.04** 0.04** 0.04** - - -

Prospectus disclosures 0.01 0.00 0.00 - - -

Proxy disclosures 0.06 0.06 0.06 - - -

10K/10Q disclosure 0.11 0.11 0.10 - - -

Conference call was held ‐ ‐ -0.06 ‐0.05

Assets -0.11*** -0.11*** -0.11*** -0.11*** -0.11*** -0.10***

Tier1 risk ratio -0.07*** -0.07*** -0.07*** -0.07*** -0.07*** -0.07***

Beta 1.24*** 1.23*** 1.24*** 1.25*** 1.24*** 1.24***

Short term funding growth 0.08* 0.07 0.07* 0.08* 0.07 0.07

Deposits/ Assets -0.11 -0.04 -0.09 -0.11 -0.04 -0.08

Return on equity -0.01*** -0.01*** -0.01*** -0.01*** -0.01*** -0.01***

Nonperforming Loans 0.45*** 0.44*** 0.44*** 0.45*** 0.44*** 0.44***

Real estate exposure - -0.06*** -0.06*** -0.06*** -0.06***

Std. dev. real estate returns - -0.01 -0.03 0.00 -0.02

Forecast exists -0.10 -0.12* -0.10 -0.09 -0.11 -0.09

Heavy LOLR user 1.00*** 1.02*** 1.01*** 0.99*** 1.01*** 1.01***



Equity Issuance - 1st stage analysts’ dispersion
All disclosures - - - 0.02*** 0.02*** 0.02***

8K disclosures -0.06*** -0.06* -0.06* - - -

Prospectus disclosures 0.03*** 0.03*** 0.03*** - - -

Proxy disclosures 0.03 0.05 0.04 - - -

10K/10Q disclosure 0.04 0.06 0.05 - - -

Conference call was held - - -0.81*** - - -0.82***

Assets 0.26*** 0.27*** 0.33*** 0.26*** 0.27*** 0.33***

Tier1 risk ratio -0.11*** -0.11*** -0.13*** -0.10*** -0.10*** -0.12***

Beta -0.50*** -0.54*** -0.47*** -0.53*** -0.56*** -0.49***

Short term funding growth 0.15 0.14 0.14 0.15 0.14 0.13

Deposits/ Assets 0.99 1.12 0.87 1.01 1.15 0.89

Return on equity 0.00 0.00 0.00 0.00 0.00 0.00

Nonperforming Loans 0.27*** 0.26*** 0.25*** 0.28*** 0.27*** 0.26***

Number of analysts -0.26*** -0.26*** -0.24*** -0.27*** -0.27*** -0.25***

Real estate exposure - 0.06 0.06 - 0.05 0.05

Std. dev. real estate returns - 1.06** 1.01** - 1.01** 0.96**

Heavy LOLR user 0.21 0.10 -0.03 0.23 0.11 -0.02



Logit shows increased disclosure leads to increased 
probability of equity issuance

Accounting literature argues disclosure helps reduce 
uncertainty and therefore the cost of capital

Uncertainty measured by equity volatility increases 
(largely due to price drops)

Mixed effects of disclosure on analysts dispersion, split 
ratings and rating change (some raise, some lower, 
overall higher for analysts’ dispersion, lower for split 
ratings, no effect for rating changes)

Mechanism for disclosure effects



Equity Issuance - Two stage regressions

Detailed Disclosure All Disclosures

Book-to-market -0.81*** -0.70** -0.69** -0.80*** -0.69** -0.68**
Loan Loss Provision -0.24 -0.21 -0.20 -0.22 -0.18 -0.17

Liquid Assets 0.00 -0.01 -0.01 0.00 -0.01 -0.01

Number of states -0.02 -0.01 -0.02 -0.02 -0.01 -0.02

Acquirer 1.08*** 0.92** 0.93*** 1.08*** 0.93*** 0.93***

CEO turnover -0.06 -0.10 -0.10 -0.06 -0.10 -0.10

Real estate exposure -0.19 - - -0.19 - -

Std. dev. real  estate returns 1.07 - - 1.06 - -

Std. dev. stock returns 
(predicted)

0.91*** 0.77** 0.74** 0.87*** 0.74** 0.71**

Skewness -0.23 -0.19 -0.20 -0.24 -0.20 -0.21

Number of analysts 0.18* 0.18* 0.18* 0.18* 0.18* 0.18**

Trading volume 0.12 0.14 0.15 0.12 0.14 0.15



Equity Issuance - Two stage regressions
Detailed Disclosures All Disclosures

Book-to-market -0.63** -0.60** -0.61** -0.65** -0.61** -0.61**

Loan Loss Provision 0.22 0.33 -0.25 0.21 0.33 0.33

Liquid Assets -0.01 -0.01 -0.01 -0.01 -0.01 -0.01

Number of states -0.01 -0.02 -0.01 -0.01 -0.02 -0.02

Acquirer 1.07*** 0.98*** 1.07*** 1.06*** 0.97*** 0.97***

CEO turnover -0.17 -0.16 -0.17 -0.17 -0.16 -0.16

Real estate exposure -0.24 - -0.23 -0.25 - -

Std. dev. real  estate returns 0.51 - 0.49 0.49 - -

Dispersion of forecasts 
(predicted)

0.24 0.24 0.13 0.29 0.28 0.28

Skewness -0.48 -0.37 -0.52 -0.47 -0.36 -0.36

Number of analysts 0.17 0.19 0.15 0.18 0.20* 0.20*

Trading volume 0.22 0.21 0.22 0.22 0.21 0.21



Rather than helping banks avoid failure by engendering 
greater equity issuance, greater disclosure may reduce 
confidence among bank depositors.

Effects, if any, should appear among the uninsured 
depositors.

Time series analysis where each quarter’s outflow of 
uninsured deposits leads to the creation of an indicator 
variable (bank run= 1% or more outflow).

Bank runs



Bank runs – detailed disclosure counts
8K disclosures 0.10** 0.08 0.10* 0.08
Prospectus disclosure -0.01 -0.02 -0.01 -0.02
Proxy disclosure 0.24*** 0.22** 0.24*** 0.22**
10K/ 10Q disclosure 0.00 0.12 0.03 0.12
Conference call was held ‐ ‐ 0.18 0.22
Assets -0.67*** -0.69*** -0.69*** -0.70**
Book to market ratio 0.17*** 0.14** 0.15*** 0.13**
Beta -0.55*** -0.62*** -0.54*** -0.61***
Loan loss provisions 0.11* 0.15* 0.11 0.15*
Tier1 risk ratio -0.08** -0.07 -0.09* -0.06
Return on equity 0.00 -0.01* 0.00 -0.01*
Liquid assets -0.01 -0.01 0.00 -0.01
Number of states -0.01 -0.02 0.00 -0.02
Acquirer -0.31 -0.08 -0.30 -0.07
Real estate exposure -0.14** -0.15** -0.14** -0.15**
Std. dev. real estate returns -1.69*** -1.63*** -1.61*** -1.60***
Std. dev. stock returns 0.07 - 0.07 -
Skewness of stock returns -0.15 -0.13 -0.15 -0.13
Forecast exists -0.43* - -0.48* -
Dispersion forecasts - 0.04 - 0.05
Number of analysts - -0.03 - -0.03
Monthly volume 0.37*** 0.48*** 0.35** 0.45***
Heavy LOLR user -0.29 0.26 -0.25 0.30



Bank runs – total disclosure count
All disclosures 0.02* 0.01 0.02* 0.01
Conference call was held - - 0.20 0.21
Assets -0.63*** -0.66*** -0.64*** -0.66**
Book to market ratio 0.18*** 0.14** 0.16*** 0.13*
Beta -0.52*** -0.61*** -0.51*** -0.60**
Loan loss provisions 0.13* 0.17** 0.12* 0.17*
Tier1 risk ratio -0.08* -0.07 -0.08* -0.08*
Return on equity -0.004* -0.01** -0.004* 0.005*
Liquid assets -0.01 -0.01 -0.01 -0.01
Number of states -0.02 -0.03 -0.01 -0.03
Acquirer -0.29 -0.05 -0.28 -0.05
Real estate exposure -0.14** -0.15** -0.13** -0.15**
Std. dev. real estate returns -1.61*** -1.58** -1.54*** -1.56**
Std. dev. stock returns 0.07 - 0.07 -
Skewness of stock returns -0.16 -0.14 -0.16* -0.13
Forecast exists -0.43** - -0.49* -
Dispersion forecasts - 0.04 - 0.05
Number of analysts - -0.03 - -0.03
Monthly volume 0.37*** 0.48*** 0.34** 0.45***
Heavy LOLR user -0.36 0.18 -0.32 0.23



Equity issuance may be greater among firms that 
disclose more.

Bank runs appear to occur more often among firms that 
disclose more.

Equity issuance helps a bank avoid insolvency but bank 
runs could cause insolvency. What is the net effect?

Look at z-score, EDF and (a little about) bond ratings.

Net effect on bank health



Net effect on bank health – Z score, detailed counts
8K disclosures -1.19** -1.08* -1.20** -1.08*
Prospectus disclosures 0.08 0.11 0.08 0.11
Proxy disclosures -1.68** -1.36 -1.68** -1.37
10K/10Q disclosures -1.19 -3.35 -1.20 -3.34
Conference call was held ‐ ‐ -0.29 0.42
Assets 4.50** 6.46*** 4.48** 6.48***
Book to market -1.29*** -3.37*** -1.27*** -3.38***
Beta 8.61*** 0.81 8.57*** 0.84
Loan loss provisions -3.07*** -4.31*** -3.06*** -4.31***
Tier1 risk ratio 0.33 0.90 0.34 0.91
Liquid assets -0.37*** -0.38*** -0.37*** -0.38***
Number of states -0.14 -0.21 -0.14 -0.20
Acquirer -1.05 2.19 -1.06 2.18
Real estate exposure 1.75*** 1.77*** 1.76*** 1.77***
Std. dev. real estate returns -11.86*** -14.00*** -11.89*** -13.88***
Std. dev. stock returns -3.97*** - -3.98*** -
Skewness stock returns 3.60*** 2.15 3.60*** 2.17
Forecast exists 1.20 - 1.25 -
Dispersion of forecasts - -0.70** - -0.69**
Number of analysts - -0.33 - -0.34
Monthly volume -3.16*** -3.53*** -3.10*** -3.59**
Heavy LOLR user -7.26** -9.77*** -7.27** -9.71***



Net effect on bank health – Z score, total count

All disclosures -0.07 -0.05 -0.07 -0.05
Conference call was held ‐ ‐ -0.57 0.39
Assets 3.97** 6.07*** 3.96** 6.09***
Book to market -1.30*** -3.38*** -1.27** -3.40***
Beta 8.53*** 0.58 8.48*** 0.62
Loan loss provisions -3.15*** -4.44*** -3.15*** -4.44***
Tier1 risk ratio 0.35 0.94* 0.36 0.95*
Liquid assets -0.32*** -0.34*** -0.33*** -0.34***
Number of states -0.03 -0.09 -0.04 -0.08
Acquirer -1.15 1.94 -1.17 1.94
Real estate exposure 1.71*** 1.76*** 1.72*** 1.76***
Std. dev. real estate returns -12.23*** -14.38*** -12.32*** -14.24***
Std. dev. stock returns -4.07*** - -4.09*** -
Skewness stock returns 3.63*** 2.07 3.62*** 2.08
Forecast exists 1.02 - 1.11 -
Dispersion of forecasts - -0.67** - -0.66**
Number of analysts - -0.41 - -0.41
Monthly volume -3.17*** -3.48** -3.08*** -3.54**
Heavy LOLR user -7.09*** -9.17*** -7.13** -9.11***



Net effect on bank health – EDF, detailed counts
8K disclosures 0.004 0.003 0.004 -0.003
Prospectus disclosure -0.001* -0.001 -0.001* -0.001
Proxy disclosure 0.007 0.01 0.007 0.01
10K/10Q disclosure -0.002 -0.03 0.00 -0.03
Conference call was held 0.01 0.01
Assets -0.04*** -0.04*** -0.04*** -0.04***
Book to market ratio 0.06*** 0.07*** 0.06*** 0.07***
Beta 0.02* 0.02 0.02* 0.02
Loan loss provisions 0.03*** 0.02*** 0.03*** 0.02***
Tier1 risk ratio -0.01*** -0.01*** -0.01*** -0.01***
Liquid assets 0.00 -0.00 0.00 -0.00
Number of states 0.00 0.00 0.00 0.00
Acquirer -0.03** -0.03 -0.03** -0.03
Real estate exposure -0.01*** -0.01** -0.01*** -0.01**
Std. dev. real estate returns 0.06** 0.09*** 0.06*** 0.09***
Skewness of stock returns -0.01*** -0.01 -0.01*** -0.01
Forecast exists -0.02 - -0.02* -
Dispersion forecasts - 0.00 - 0.01*
Number of analysts - 0.00 - 0.00
Monthly volume 0.02*** 0.03*** 0.02** 0.03***
Heavy LOLR user 0.07** 0.06** 0.07* 0.06**



Net effect on bank health – EDF, total count
All disclosures -0.001 -0.001 -0.001 -0.001
Conference call was held ‐ ‐ 0.01 0.01
Assets -0.04*** -0.04*** -0.04*** -0.04***
Book to market ratio 0.06*** 0.07*** 0.06*** 0.07***
Beta 0.02* 0.02 0.02** 0.02
Loan loss provisions 0.03*** 0.02*** 0.03*** 0.02***
Tier1 risk ratio -0.01*** -0.01*** -0.01*** -0.01***
Liquid assets 0.00 -0.00 0.00 0.00
Number of states 0.00 0.00 0.00 0.00
Acquirer -0.03** -0.03* -0.03** -0.03*
Real estate exposure -0.01*** -0.01** -0.01** -0.01**
Std. dev. real estate returns 0.06*** 0.09*** 0.06*** 0.09***
Skewness of stock returns -0.01*** -0.01 -0.01*** -0.01
Forecast exists -0.02 - -0.02* -
Dispersion forecasts - 0.00 - 0.00
Number of analysts - 0.00 - 0.00
Monthly volume 0.02*** 0.03*** 0.02** 0.03***
Heavy LOLR user 0.07** 0.06** 0.07** 0.06**



 Define bank runs with 2% or greater outflow
 Consider emergency lending facilities (TAF, DW)
 Alternative measures of stock liquidity
 Throw out 10-ks and 10-qs and amended 10-ks and 

amended 10-qs.
 Use ex ante explanatory variables in equity issuance.

Robustness Tests



 Greater disclosure by banks in a crisis appears to help 
increase the probability of raising new equity capital
◦ No evidence that it hurts, so risk-sharing concerns due to 

Hirshleifer effect are small.
 The channel through which equity issuance increases as a 

result of disclosure is not clear.
◦ 8-ks lead to increased std. dev. equity returns (via price drop).
◦ Disclosure may reduce uncertainty about debt overhang. 
◦ Some types of disclosure reduce the dispersion of analysts’ 

estimates.
 Increased disclosure reduces uninsured deposits
◦ But the size of the outflows is generally small

 Overall effect on bank health is unclear: either 
insignificant or negative.

Conclusion


