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ABSTRACT

In the aftermath of the financial crisis, banks paid record fines for their role in fraudulent

RMBS underwriting prior to the financial crisis. These civil actions at the corporate level

are predicated on economic theory predicting that firms and labor markets create proper

incentives through diminished internal and external job prospects. We find no evidence that

senior RMBS bankers at top banks suffered from lower job retention, fewer promotions,

or worse job opportunities at other firms compared to their counterparts in other areas

of structured finance that experienced no fraud. This result holds for every major RMBS

underwriter. Outside of the top underwriters there is some evidence that RMBS employees

did relatively worse, potentially due to poor firm performance. We then ask why firms

and labor markets did not discipline RMBS bankers. We examine whether banks: (a)

disciplined the most culpable employees who directly signed deal documents associated with

large amounts of fraud or listed in government settlements, (b) kept RMBS employees only

to avoid litigation, (c) disciplined RMBS employees after the fraud was publicly disclosed,

or (d) disciplined RMBS employees to a greater extent at banks with larger civil penalties.

We find evidence against these hypotheses as complete explanations, and evidence consistent

with implicit upper-management approval of RMBS activities. Overall, our findings imply

that the record-breaking civil penalties are unlikely to transform bank corporate culture or

significantly change perceived individual incentives.



Do corporations discipline their employees for corporate misbehavior? Are corporate fines

successful disciplining mechanisms or should criminal or civil prosecutions also be taken

against employees? In the aftermath of the financial crisis, banks paid a record-setting

$137+ billion to government agencies for their role in sponsoring and underwriting fraudulent

residential mortgage backed securities (RMBS).1 Yet, there have been no prosecutions of

high-level executives at any major banks, consistent with an implicit government policy

to pursue corporate but not individual culpability. This policy is in part justified by the

prediction that firms and labor markets will respond to corporate penalties by appropriately

disciplining individuals. Despite the heated discourse on the ramifications of this incentive

system, there is no academic research about whether the system is having its intended effect

and why it may be failing. The economic literature on crime primarily argues that financial

penalties are more cost effective than imprisonment (Becker (1968); Posner (1977)) and that

penalties on organizations are more effective than penalties on individuals (Elzinga and Breit

(1976); Posner (1977)).2 Fama (1980) argues that teams and individuals will be disciplined

both internally and through the external labor market. An implication of this literature is

that people who have engaged in questionable activities will be tainted in the labor market.

The DOJ operationally relied on this model of large corporate civil penalties from 1999 to

2015 in accordance with guidelines outlined by then-Deputy Attorney General Eric Holder in

1999 and by Deputy Attorney General Larry Thompson in 2003. In particular, the number

of individual criminal prosecutions for corporate infractions shrunk dramatically and the

most important corporate actions by the DOJ were undertaken through the use of deferred

and non-prosecution agreements with firms (Garrett (2015) and Eisinger (2014)).

1The $137 billion calculation is based on fines and penalties solely on government actions related to securities
with mortgages as reported in the Internet Appendix (Table IA.I). Non-government settlement amounts
are often private. Department of Justice (DOJ) settlements contain signed acknowledgments regarding
eleven banks with detailed statements of facts. Among other violations, the banks acknowledge that they
received detailed due diligence about loan deficiencies but commonly “waived” and securitized loans that vi-
olated underwriter guidelines by means of inflated appraisals, income misreporting, unreported second liens,
owner occupancy status misreporting, and other prospectus violations. These practices were widespread,
particularly from 2004 to 2006.

2Elzinga and Breit (1976) note that direct fines on management would be effective except for the difficulties
in enforcement and in finding hidden compensation.
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The legal literature is largely skeptical and argues that corporate penalties may not be

an effective deterrent given low rates of detection, the capping of penalties by firm value,

and the fact that costs are borne by shareholders rather than by individually responsible

actors (Coffee (1980); Polinsky and Shavell (1993)). Post financial crisis, this view has been

articulated most vocally by Judge Jed Rakoff (2014), who criticizes the DOJ civil settlements

against banks without individual prosecutions as having little deterrent value. The lack

of criminal penalties in the aftermath of the financial crisis contrasts with the more than

1,000 bankers jailed in the aftermath of the 1980s S&L crisis (Morgenson and Story (2011);

Cohan (2015)). On September 9, 2015, Deputy Attorney General Sally Yates detailed a

new policy that mandates a stronger standard of pursuit for individual culpability within

organizations. She argues that “such accountability is important for several reasons: it deters

future illegal activity, it incentivizes changes in corporate behavior, it ensures that the proper

parties are held responsible for their actions, and it promotes the public’s confidence in our

justice system” (Yates (2015)). Recent congressional inquiries related to the Wells Fargo

fake account scandal also reflect a renewed call for individual accountability.

Despite strong priors, there has been no large-scale examination of whether banks im-

posed internal or external labor market discipline on the employees involved in creating

highly toxic and heavily fined mortgage-backed securities. There has also been no research

examining why such discipline may or may not have occurred. Such an analysis is necessary

to evaluate the effectiveness of the large post-crisis settlement fines and to inform future

policy.

To assess these question, we identify a sample of 715 bankers involved in issuing RMBS

between 2004 and 2006, with a focus on the largest eighteen underwriters, which underwrote

most RMBS securities. Approximately half of the sample (386 bankers) consists of individ-

uals who signed SEC documents related to 3,331 deals. These RMBS signers are generally

senior and bear responsibility for loan information reported to investors that banks have

now acknowledged was knowingly misreported. As a result, the individuals were frequently
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named in lawsuits alleging fraud. We identify the remainder of the RMBS banker sample

based on information in public profiles on a large professional networking platform, which

gives us a wider range of positions, including more junior bankers.

We analyze RMBS bankers for evidence of internal discipline in terms of employee re-

tention and promotions as well as external job market discipline through hiring by other

firms from 2007 to 2016. On average RMBS bankers fared reasonably well. As of 2011,

26% of RMBS bankers remained employed at the same firm, 42% were employed at a top

underwriter more generally, and 47% had more senior job title than they had from 2004 to

2006.

To determine whether these career trajectories are consistent with discipline, we com-

pare RMBS bankers to a control sample of non-RMBS bankers involved in asset-backed

security (ABS) deals related to commercial mortgages, auto loans, student loans, and credit

card debt.3 Across a wide range of regression specifications, RMBS bankers and non-RMBS

bankers had similar employment and promotion outcomes, and standard errors of the esti-

mates are small enough to rule out any meaningful discipline. We also match RMBS bankers

with non-RMBS bankers and use a difference-in-differences framework to control for any his-

torical differences in employment outcomes between RMBS bankers and non-RMBS bankers

with similar results, again suggesting no internal or external job market discipline for RMBS

bankers. Finally, comparing RMBS bankers to investment bankers also yields no evidence

of discipline.

Our baseline estimates are similar for junior and senior RMBS bankers, and we consis-

tently find no evidence of discipline for senior RMBS bankers. However, we do find evidence

of internal discipline for junior non-signer RMBS bankers in our difference-in-differences

specification. Within top underwriters, employees of acquired banks have worse outcomes

than employees of surviving banks, but this is true for both RMBS bankers and non-RMBS

3Unlike RMBS deals, there appears to have been little fraud in non-RMBS deals during the run-up to the
financial crisis. For example, Stanton and Wallace (2010) find no evidence of fraud in commercial mortgage
backed securities (CMBS).
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bankers. We do find evidence that RMBS bankers at smaller firms fared worse than non-

RMBS bankers at smaller firms, which is consistent with RMBS banker discipline at smaller

firms. One interpretation of this evidence is that the large investment banks sheltered their

employees from the negative effects of the collapse of the RMBS market by treating them

similarly to employees in other areas of structured finance. Consistent with this finding,

many RMBS bankers who stayed at top underwriters moved from issuing RMBS to man-

aging mortgage portfolios and overseeing other structured finance activities. Smaller, less

diversified banks likely did not have this ability.

We also examine differences across top banks in hiring practices. No major banks seem

to punish their existing employees or refrain from hiring RMBS employees from other top

banks. However, Bank of America, JP Morgan, and Citibank are particularly aggressive in

retaining and hiring RMBS employees from other top banks.

We next consider why RMBS employees at top underwriters were not disciplined. First,

we look at whether discipline varied with culpability. There is no evidence that senior

RMBS bankers and deal signers fared worse than other RMBS bankers. Moreover, we

find that individuals who signed RMBS deals that had high loss rates, high misreporting

rates, or were implicated in settlements had similar career outcomes compared to other

RMBS bankers. Second, banks may have wished to punish RMBS employees, but retained

responsible employees mainly so that these employees would not be easily used as witnesses in

litigation against the banks. However, we find considerable cross-bank hiring and substantial

promotions of RMBS bankers, which is inconsistent with this hypothesis as a complete

explanation. Third, banks may have only disciplined responsible employees after it became

public that RMBS fraud was widespread, but even by 2016 there is no evidence of internal or

external labor market discipline. Fourth, discipline may have varied with the size of RMBS

penalties, but we find that even banks that paid the largest percentage penalties for RMBS

fraud imposed no internal or external labor market discipline on their employees.

The primary remaining explanations for why RMBS bankers were not disciplined are
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that upper management does not view their actions as deviating from firm directives or

that upper management is concerned that large-scale RMBS banker discipline would im-

plicitly acknowledge widespread wrongdoing and lack of oversight. The acknowledgement

of such large mistakes might increase the probability of upper management dismissal.4 It

remains possible that larger fines would have led to more discipline, but our finding of no

discipline even for the banks with the largest percentage fines indicates that even the most

sizeable penalties the government was able to extract were insufficient to affect labor market

outcomes. A possible implication is that direct criminal prosecutions may be necessary to

implement changes to the corporate culture of the world’s largest banks.

In contrast to our results for RMBS bankers, Egan, Matvos, and Seru (2017a) find that

financial advisors are disciplined for misconduct and that large reputable investment banks

retain and hire few employees who have engaged in documented misconduct. Similarly, Gao,

Kleiner, and Pacelli (2017) find that loan officers are disciplined for poor performance of

syndicated corporate loans. One possible explanation for this difference is that the reputa-

tional cost of retaining RMBS employees is not as readily apparent because for the most part

abuses have not been specifically attributed to particular individuals, whereas individuals

with detailed charges are named in FINRA-reported misconduct. A related possibility is that

banks build their reputations by disciplining smaller dubious activities, but are unwilling to

do so when the activities are systematic and economically large.

Zingales (2015) highlights problems stemming from finance becoming focused on “rent-

seeking,” and Akerlof and Romer (1993) argue that bankers may at times engage in looting

of their own banks.5 This view has been popularized by Black (2005), who argues that

this type of looting is a control fraud that was rampant in the U.S. Savings and Loan crisis

where banks had incentives to make bad loans simply to appear to meet short-term profit

4The Wells Fargo fake account scandal serves as an interesting recent example of management discipline
following employee discipline. Individual employees were fired for opening fake accounts that were seemingly
consistent with company directives, and upper management was eventually disciplined after substantial
congressional and press scrutiny.

5Akerlof and Shiller (2015) more widely describe such behavior as a by-product of capitalism known as
“phishing”.
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motives. The lack of discipline we observe for RMBS fraud is consistent with rent-seeking

at the expense RMBS investors and potentially bank shareholders as well.

Our work also builds on a literature examining the effect of corporate penalties on

outcomes for corporations, executives, and board members. Karpoff and Lott (1993) and

Alexander and Cohen (1999) find that reputational effects of disciplining firms with corpo-

rate civil penalties are large. Karpoff, Lee, and Martin (2008) find that managers associated

with financial misrepresentation from 1978 to 2006 experience discipline through employ-

ment, shareholdings, and fines. Similarly, Fich and Shivdasani (2007) find that outside

directors associated with financial fraud are disciplined with fewer directorships. However,

Agrawal, Jaffe, and Karpoff (1999) find negligible evidence of management and director

changes following the revelation of fraud.

I. Data Selection and Variable Construction

A. Data Selection

Our primary sample, described in the first column of Table I consists of 715 individuals

involved in issuing residential MBS. The sample has an average age of 37. Twenty–one

percent of the sample had an MBA as of 2006 and 24% graduated from a top-25 university.6

Their positions range from analyst (13% of the sample) to director and above (61% of the

sample). Most of our analysis focuses on top-18 underwriters, which represent 78% (559/715)

of the RMBS bankers sample.7 For comparison purposes, we use a control sample of 613

non-RMBS bankers (described in the fourth column of Table I) who were involved in issuing

CMBS and non-mortgage ABS.

[Insert Table I Here]

6We identify top-25 universities based on U.S. News and World Report’s 2006 ranking of top undergraduate
programs.

7The 18 underwriters we focus on are those in Griffin and Maturana (2016) and are listed in Panel A of
Figure 5. For details on which underwriters the individuals worked for, see Table IA.II.
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We identify RMBS bankers in the primary sample from two sources: (a) 386 people

who signed registration statements and 8-K forms for 3,331 RMBS deals on behalf of deal

sponsors and (b) 329 additional employees of top underwriters who were involved in RMBS

based on biographical information in public profiles from a large professional networking

platform. The two sub-samples are described in the second and third columns of Table I.

Our non-RMBS banker control sample also consists of signers and non-signers, described in

the fifth and sixth columns of Table I. Additional details on the samples and how they were

constructed are available in Internet Appendix A.

Figure 1 provides a graphical representation of the most common terms used in the RMBS

bankers’ positions (Panel A) and job descriptions (Panel B) from 2004 to 2006. Common

position terms include “Associate,” “Director,” “President,” “SVP,” “Vice President,” “Of-

ficer,” and even “CEO,” reflecting the mix of RMBS banker positions and the high seniority

of many individuals in the sample. Within the job descriptions, terms such as “Manage-

ment,” “Mortgaged Backed Security,” “Security(ies),” “Loan,” indicate that their activities

focused on RMBS.

[Insert Figure 1 Here]

We can also see where people in our RMBS banker sample worked after the financial crisis.

Panel A of Figure 2 plots the industries in which the RMBS bankers are employed as of 2016.

Approximately 85% of them are still employed in the financial industry (financial services,

investment banking, banking, capital markets, investment management, real estate), and the

remaining 15% are in non-finance fields (IT, computer software, management consulting, and

others).

[Insert Figure 2 Here]

The major advantages of the signer sample are that it is based on information known

and publicly disclosed before the end of 2006 and that it consists of individuals directly
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responsible for specific RMBS deals. All signer names come from publicly available SEC

filings, and our sample represents 76% of the total universe of RMBS signers.8 Most signers

in our sample come from S3 shelf registration statements, which lay out the primary terms

and structure of the deals. The SEC requires shelf registrations to be signed by the principal

officers and a majority of the directors of the issuing entity. For ABS, the issuing entity

is typically a subsidiary of the bank that functions as the deal’s sponsor and/or depositor,

and the signers are typically senior structured finance executives. S3 signers were routinely

named by the FHFA in lawsuits alleging RMBS fraud.

The non-signer sample from the professional networking platform increases our sample

size and broadens our sample by including more junior bankers. As discussed in Internet

Appendix A, we identify this sample based on employer and job description keywords from

public professional networking profiles. To be included in our sample, a person needs to

work for a top underwriter between 2004 and 2006 with job description keywords related to

RMBS or non-RMBS structured finance.9 The networking platform sample also allows us to

construct two additional samples: (a) historical samples of RMBS and non-RMBS bankers

in earlier time periods and (b) investment bankers.10

As a final sample, we analyze individuals who attended the 2006 American Securitization

Forum (ASF), which is the sample analyzed by Cheng, Raina, and Xiong (2014).11 The ASF

attendance list classifies attendees as either issuers or investors. We focus on the issuer

attendees because, like our other samples, these individuals were involved in creating ABS.12

8To be included in the sample, we must find biographical information on the signer’s career after 2006
from public networking profiles or other biographical sources. We find biographical information for 76%
of RMBS signers and 66% of non-RMBS signers. The high rate at which we find biographical information
mitigates sample selection concerns. If missing signers have worse career outcomes, the higher selection
rate for RMBS signers will bias our results in favor or finding discipline. Additional information on sample
selection is included in Internet Appendix A.

9To focus on issuers, we restrict the sample by dropping positions with keywords related to wealth manage-
ment, investment management, sales and trading, research, legal, accounting, technology, compliance, or
operations. We also drop internship and administrative assistant positions.

10The investment banker control sample, which consists of 1,208 investment bankers, is described in Table
IA.III of the internet appendix.

11We thank Wei Xiong for sharing the ASF attendee list.
12The ASF conference was related to both mortgage and non-mortgage securitization. As such, the ASF

issuer sample includes both RMBS and non-RMBS bankers.
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The ASF issuer sample comes from a wider range of firms than our primary sample, which

allows us to broaden our analysis somewhat. We compare the ASF issuer attendees to

investor attendees at the same conference and to equity analysts. All three samples are

described in more detail in the Internet Appendix and summarized in Table IA.III.

We collect biographical information on individuals in our samples from several online

sources including company biographies, press accounts, SEC filings, and FINRA Brokercheck

regulatory information. The most complete biographical information usually comes from

public professional networking profiles. Non-signers are entirely based on public professional

networking profiles. The biographical information we collect includes past and future em-

ployment and education information. From this information, we are also able to estimate a

person’s age.

B. Employment Outcome Variables

We use biographical information on what happened to individuals in our sample after

2006 to calculate employment and promotion outcome variables.

B.1. Employment

We consider a person to be employed at the same firm if they are working for the same

firm they worked for during 2004 to 2006 or if they are working for the firm that acquired

their original firm (e.g., we consider a Countrywide employee to be employed by his or her

original firm if he or she is employed by Bank of America in the future). We also analyze

employment at any top-18 underwriter as a way to assess whether a person who leaves

his original firm finds employment with another top firm. As shown in Panel B of Figure

2, 42% of RMBS bankers were employed by a top RMBS underwriter in 2011, and 26%

were at a top underwriter in 2016. Many RMBS bankers who stayed at top underwriters

moved from issuing RMBS to managing mortgage portfolios and overseeing other structured

finance activities. Internet Appendix Figure IA.1 shows the most common terms used in the

9



positions and job descriptions of the RMBS bankers who were still at top underwriters as of

2011.

B.2. Promotion

To measure promotions, we first classify job titles based on their seniority, ranging from

analyst to CEO or CFO.13 A promotion is defined as obtaining a higher position with the

same company compared to the individual’s position level at the end of the 2004-2006 sample

period. Similarly, we define job upgrades as obtaining a higher position at any firm. Pro-

motion and job upgrade are absorbing states in that we consider a person to be promoted

or upgraded in a given year if they were promoted or upgraded in the current year or any

previous year. Because their seniority leaves little room for promotion, we exclude individ-

uals with initial positions of managing director or higher from all promotion and upgrade

analysis. As shown in Panel B of Figure 2, 47% of RMBS bankers obtained position upgrades

by 2011, and 63% were upgraded by 2016.

II. Did the labor market discipline RMBS bankers?

Workers can be disciplined internally and through external labor markets. We consider

both mechanisms by analyzing job retention at the banker’s original firm and employment

at a top underwriter more generally. We also examine how discipline varies by firm and

employee characteristics. Our richest analysis focuses on bankers at top underwriters, which

represent the majority (63%) of non-agency RMBS issuance. A major challenge in this

analysis is establishing the right counterfactual for assessing employment outcomes. We

start by looking at absolute employment levels and then compare RMBS bankers to bankers

involved in CMBS and non-mortgage ABS. In later sections, we consider alternative control

13We consider six position level classifications: (a) analyst (including senior analyst); (b) associate (including
senior associate, manager, and consultant); (c) vice president (including associate director); (d) director
(including senior vice president, executive vice president, and principal); (e) managing director (includ-
ing partner, and C-level executive other than CEO and CFO); and (f) CEO/CFO (including president,
chairman, and vice chairman at the firm or division level).
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groups, including investment bankers and earlier samples of RMBS and non-RMBS bankers.

A. What happened to RMBS bankers?

We start by assessing absolute levels of employment. The most extreme version of disci-

pline would be firing all RMBS bankers. Any discipline clearly fell well short of this. Figure 3

plots employment by year for RMBS bankers who worked for a top underwriter during 2004

to 2006. Five years later, 26% of these bankers were still working for the same firm. Even

those that left, frequently went to another top firm. As a result, 42% were still employed at

a top underwriter in 2011. Standard errors for all yearly mean outcomes are less than two

percentage points.

[Insert Figure 3 Here]

In Panel A of Table II, we compare job retention at top underwriters to retention of RMBS

bankers at smaller firms. RMBS bankers at smaller firms fared even better. 37% remained

employed by the same firm in 2011. Panel A of Table II also compares junior bankers

(analysts and associates) to more senior employees. We find that retention is significantly

higher for senior bankers (31% are employed at the same firm in 2011, compared to 20% for

junior bankers). Finally, Panel B of Table II compares junior bankers and senior bankers

who originally worked at top underwriters in terms of their likelihood of employment at any

top underwriter in 2011. We do not find significant differences between the two groups,

indicating that junior bankers who left their original employers readily moved to other top

underwriters.

[Insert Table II Here]

B. How did RMBS bankers fare relative to non-RMBS bankers?

To assess whether employment outcomes reflect discipline we need to estimate a coun-

terfactual for what the outcomes would be without discipline. This is inherently challenging
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because we only see one outcome, and the financial crisis was a unique historical event.

Fortunately, we have a control group of bankers involved in CMBS and non-mortgage ABS

such as credit card, auto, and student loan securities. Bankers in the control group work for

the same firms and have similar positions, backgrounds, and skill sets. Importantly, CMBS

and non-mortgage ABS performed much better than RMBS and seem to be largely free of

fraud and misreporting. For example, Stanton and Wallace (2010) find no evidence of fraud

or deteriorating loan quality in CMBS during the run-up to the financial crisis in contrast to

clear deterioration in RMBS quality. Moreover, even if there was some fraud in non-RMBS

structured finance, it has not been identified, publicized, and punished at the corporate level

like RMBS fraud has been. Thus, non-RMBS bankers should be free of discipline.

The main drawback to using non-RMBS bankers as a control group is that market forces

may have differentially impacted RMBS and non-RMBS bankers. Whereas non-agency

RMBS issuance froze in 2007 and has only slowly re-emerged, CMBS and non-mortgage

ABS issuance rebounded quickly after the financial crisis. If RMBS and non-RMBS bankers

can be redeployed in similar areas, these differential market forces will have little impact on

employment outcomes. On the other hand, if RMBS bankers have skills that are specific to

residential mortgages, market forces could lead to worse outcomes even without discipline.

To the extent that this matters, it will bias our results towards finding evidence of discipline.

The top underwriters represent 63% of RMBS issuance and have both RMBS and non-

RMBS securitization businesses. Thus, we can control for firm fixed effects in our employ-

ment regressions. By contrast, smaller firms frequently focus on only one type of securiti-

zation. Hence, we focus on RMBS and non-RMBS bankers at top-18 underwriters for this

analysis and throughout the rest of the paper unless otherwise noted.

To test whether RMBS signers were disciplined, we compare employment outcomes for

RMBS signers and non-RMBS signers in a regression framework with age and education con-

trol variables, and bank and position fixed effects. We consider two employment outcomes:

(a) continued employment at the same firm (internal discipline) and (b) employment at any
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top underwriter (external discipline). Both outcomes are analyzed as of 2011, which is five

years after the sample formation. The regressions estimate linear probability models with

OLS. Standard errors are clustered by underwriter.14

Table III reports results for our baseline regression specifications. In Column (1) the

dependent variable is employment at the same firm in 2011. The RMBS coefficient estimates

discipline for RMBS bankers relative to non-RMBS bankers. If there is discipline, the RMBS

coefficient should be negative. Instead, it is a slightly positive 2.6 ppt, indicating that there

was no discipline for RMBS bankers. The 95% confidence interval is -1.4 ppt to 6.6 ppt, which

rules out any meaningful discipline relative to the 27% mean employment rate. Column (2)

includes an interaction between RMBS and seniority, defined as having an original position

of director or higher. The RMBS and interaction coefficients are both close to zero and

statistically insignificant, indicating that junior and senior employees both avoided discipline.

Columns (3) and (4) report results with employment at any top underwriter as the dependent

variable. Once again, the RMBS coefficient estimates are slightly positive and there is no

significant difference between junior and senior employees. Across both outcomes, RMBS

bankers fared at least as well as non-RMBS bankers. This is strong evidence that RMBS

bankers were not disciplined, especially given that RMBS market headwinds would bias

these regressions towards overestimating discipline. In the internet appendix (Table IA.V)

we repeat this analysis using investment bankers as the control group instead of non-RMBS

bankers with similar results.15

[Insert Table III Here]

As a complement to the regression analysis in Table III, we also consider two matched

sample analyses. We match RMBS bankers to non-RMBS bankers and investment bankers

based on underwriter and initial position level. In addition, matched individuals are required

14In the internet appendix (Table IA.IV) we report standard errors and confidence intervals with different
types of variance calculations, including different cluster definitions and bootstrap, jackknife, and Cameron,
Gelbach, and Miller (2008) block bootstrap procedures with equivalent results.

15Compared to investment bankers, junior RMBS bankers have better employment outcomes and senior
RMBS bankers have similar outcomes.
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to have an age difference of five years or fewer.16 Panel A of Table IV shows that RMBS

bankers and non-RMBS bankers have a similar probability of remaining employed at their

original firm and at a top underwriter in 2011. RMBS banker employment outcomes are also

similar to investment banker outcomes in Panel B. Differences are all statistically insignificant

and similar to the regression estimates.

[Insert Table IV Here]

While non-RMBS bankers are similar to RMBS bankers on observable characteristics, it

remains possible that they have career path differences that are unrelated to discipline. To

assess this possibility, we compare RMBS bankers to non-RMBS bankers in a difference-in-

differences framework. For this analysis, we need samples of RMBS and non-RMBS bankers

from an earlier time period. Thus, we restrict the analysis to the professional networking

platform non-signer sample. We start by comparing 2004 to 2006 RMBS bankers to non-

RMBS bankers during the same time period. Then, to assess the possibility that RMBS

banker turnover may be structurally different from non-RMBS banker turnover, we compare

both samples to RMBS and non-RMBS bankers during 1998 to 2000.17 Figure 4 plots rates of

continued employment at the same firm for RMBS bankers and non-RMBS bankers in 2004

to 2006 and 1998 to 2000. Both types of bankers fared similarly from 2007 to 2011 and 2001

to 2005, indicating similar patterns after both sample periods. This similarity suggest that

RMBS bankers were not differentially disciplined after the financial crisis. More formally,

we estimate:

16There are 486 RMBS bankers from the top-18 underwriters for whom we also have initial job positions. Of
those, we match 329 with a non-RMBS banker. We match 352 RMBS bankers with an investment banker
based on the same criteria. Internet Appendix, Table IA.VI provides a description of the matched samples.
As expected, the RMBS bankers have similar characteristics compared to the non-RMBS bankers. RMBS
bankers resemble the investment bankers in age, but the matched investment bankers are more likely to
hold an MBA and more likely to have a degree from a top-25 university. Table IA.VII shows that the
matching results are not affected by these differences.

17For this analysis we restrict our attention to the non-signer RMBS and non-RMBS samples because we
have equivalent historical samples from public profiles on the professional networking platform based on
keywords in 1998-2000 positions.

14



Yi = α0 + α1RMBS × Posti + α2RMBSi + α3Posti +X ′
iΓ + εi, (1)

Y is an indicator for employment status five years after the sample period (2011 for

the samples of 2004-2006 bank employees, and 2005 for the 1998-2000 samples of bank

employees). RMBS is an indicator for being a RMBS banker (as opposed to a CMBS or

non-mortgage ABS banker) and Post is an indicator for being in the 2004 to 2006 sample

(as opposed to the 1998 to 2000 sample). RMBS×Post is the interaction between RMBS

and Post, which captures the differential change from 1998-2000 to 2004-2006 employment

outcomes for RMBS bankers compared to CMBS and non-mortgage ABS bankers. Finally,

X represents a set of controls including the individual’s age, an indicator for whether he or

she has an MBA degree, an indicator for whether he or she attended a top-25 university,

and bank and job position fixed effects.

[Insert Figure 4 Here]

Panel A of Table V reports the results. Column (1) regresses continued employment in

2011 at the same firm on the RMBS indicator within the sample of all 2004 to 2006 RMBS and

non-RMBS bankers. The coefficient on RMBS is 4.1 ppt, which is statistically insignificant

and small relative to the mean rate of continued employment of 25%. In Column (2), we

assess employment rates compared to historical employment rates by regressing continued

employment five years after the sample period on Post within the sample of RMBS bankers

from both periods. Consistent with the financial crisis hurting RMBS bankers relative to

historical outcomes, the coefficient on Post is -20.6 ppt. To assess whether this difference is

due to discipline or more general shocks to the structured finance labor market, we estimate

the difference-in-differences specification in Column (3). The coefficient on RMBS×Post is

a statistically insignificant -4.9 ppt, which suggests that RMBS bankers were not disciplined

by their firms compared to non-RMBS bankers.

[Insert Table V Here]
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Columns (4) through (6) of Table V repeat the previous analysis with an indicator for

employment at a top-18 underwriter instead of just at the banker’s original firm with similar

results. In Panel B of Table V, we repeat the previous regressions separately for junior

bankers. The coefficient on RMBS × Post is large and significantly negative (-25.5 ppt),

consistent with internal discipline for junior bankers. For employment at a top underwriter

more generally, the coefficient on RMBS × Post is less than half as large and statistically

insignificant, indicating that the external labor market reverses some of this discipline.18

C. Did discipline vary across banks?

Internal discipline is a bank-level decision so it is possible that some banks disciplined

RMBS bankers even though we do not see discipline for RMBS bankers in general. Similarly,

external labor markets could differentially discipline former employees of some banks more

than others. To assess variance in discipline across banks, we plot 2011 rates of employment

at employees’ original firms and 2011 rates of employment at top underwriters more generally

by firm in Panel A of Figure 5. The figure distinguishes between employees who continued

working at their original employer and employees who transitioned to a different top under-

writer. Retention rates (in blue) range from 58% for HSBC to 7% for Nomura. In general

banks that failed and were acquired (highlighted in red) show lower rates of employment at

the same firm and lower rates of employment at top underwriters more generally.19

[Insert Figure 5 Here]

The lower employment rates for RMBS employees of acquired firms could be due to

discipline or lower outcomes for all employees at these firms. To differentiate these two pos-

sibilities, Panel B of Figure 5 plots RMBS employment rates versus non-RMBS employment

18In Table IA.VIII, we re-estimate the regressions in the sample of senior bankers and find no evidence of
internal or external discipline.

19The acquired underwriters are Merrill Lynch, Lehman Brothers, Countrywide, GMAC, Bear Stearns, and
Washington Mutual. We consider someone to be employed at their original firm if they remain employed
by the firm that acquired their original employer.
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rates in 2011. Firms located below the blue 45 degree line had lower retention rates for

RMBS bankers than for non-RMBS bankers, consistent with discipline. Most of the banks

are close to the 45 degree line and there is no evidence of differential discipline at acquired

banks; they have low retention for both RMBS and non-RMBS bankers.20

To formally test whether discipline varies across banks, we replicate our baseline regres-

sions with interactions between our RMBS indicator and bank characteristics. Table VI

reports the results. In Column (1), we repeat our regressions in the full sample with an

interaction between RMBS and an indicator for small underwriters (i.e., those outside of

the top 18). In this regression, we drop the bank fixed effects because we do not have good

variation in RMBS outside of the top underwriters. The coefficient on RMBS is close to

zero, indicating that there is no discipline at top banks, consistent with what we have shown

already. More interestingly, the coefficient on RMBS × Small is a highly significant -15.2

ppt. This suggests that RMBS bankers were disciplined at smaller underwriters but not at

the top banks. Because this regression does not have firm fixed effects, it is also possible

that smaller RMBS firms such as mortgage companies had higher turnover than non-RMBS

firms such as credit card and auto finance firms due to structural differences or financial

performance as opposed to intentional discipline. Unfortunately, we do not have a good

empirical setting to disentangle these explanations for smaller underwriters. In the Internet

Appendix (Table IA.IX) we further investigate smaller firms by analyzing employment out-

comes for attendees of the 2006 American Securitization Forum (ASF), most of whom were

employed by smaller firms. In contrast to the small underwriter results in Table VI, ASF

issuer attendees had similar employment outcomes compared to ASF investor attendees and

outperformed equity analysts.21

[Insert Table VI Here]

20Goldman Sachs is the only bank with a noticeably lower RMBS retention relative to non-RMBS retention,
and even this difference is not statistically significant.

21The structure of the ASF data does not allow us to distinguish between RMBS and non-RMBS issuers or
to control for firm fixed effects.
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We next turn to comparing acquired banks to surviving banks with a RMBS×Acquired

interaction term in Column (2). Here and in the remainder of Table VI, we return to the

top underwriter sample and include bank fixed effects. The coefficients on RMBS and

RMBS × Acquired are both close to zero and statistically insignificant, indicating that

RMBS bankers were not disciplined at acquired or surviving banks. In Column (3), we

repeat the same exercise with an interaction between RMBS and an indicator for investment

bank.22 The coefficient on RMBS is slightly positive (4.3 ppt) and significant for commercial

banks, but the insignificant coefficient on RMBS × I − Bank indicates that there is no

meaningful difference between discipline at commercial banks and investment banks. In

Columns (4) and (5) we repeat the RMBS ×Acquired and RMBS × I −Bank regressions

with 2011 employment at a top underwriter as the outcome variable. RMBS × Acquired

has a coefficient of -11.2 ppt (significant at the 10% level), indicating more discipline at

acquired banks, but discipline at both types of banks is still close to zero. The coefficient on

RMBS × I −Bank is again insignificant.23

III. Why were RMBS bankers not disciplined?

Our evidence indicates that top banks did not discipline senior RMBS bankers. We now

use employee and bank characteristics to investigate possible explanations for this finding.

First, examining RMBS bankers as a whole may be too broad if discipline was limited to

a smaller set of those most directly culpable for RMBS fraud. Second, banks may have

retained responsible employees mainly so that they would not be easily used as witnesses in

litigation against the banks. Third, banks may have only disciplined responsible employees

after it became public that RMBS fraud was widespread. Fourth, labor market discipline may

have varied with civil penalties. Banks that paid the largest penalties may have disciplined

RMBS employees while other banks did not. We find evidence that these hypotheses all fail

22We consider Bear Stearns, Lehman Brothers, Merrill Lynch, Goldman Sachs, Morgan Stanley, Deutsche
Bank, UBS, and Credit Suisse to be investment banks.

23We do not analyze top underwriter employment for small banks because these RMBS bankers were not at
top underwriters to begin with.
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as complete explanations and conclude by discussing remaining possibilities for why banks

did not punish employees for RMBS fraud.

A. Were the most culpable disciplined?

Some might suggest that RMBS bankers did nothing to merit discipline, but this is in-

consistent with extensive academic documentation of wide-scale mortgage fraud and bank

settlements with the DOJ, which were accompanied by detailed statements of facts docu-

menting violations of stated underwriting standards in more than 4,500 MBS securities. The

statements acknowledge that the banks engaged in a numerous types of RMBS violations,

including: (a) sampling only small sets of loans for due diligence and then failing to act even

though the samples indicated large-scale problems; (b) commonly waiving loans that failed

to meet underwriting guidelines; (c) ignoring information from valuation models indicating

that appraisals were inflated (and thus prospectus representations on loan-to-value ratios

were widely violated); (d) insufficiently disclosing and misreporting income; (e) failing to

report second liens; and (f) misrepresenting owner occupancy status. Due diligence and

reporting violations commonly conflicted with statements made in the deal prospectuses,

which were signed by RMBS bankers in our sample. The statements acknowledge that the

violations were widespread across RMBS deals and loan pools. Most settlements provide de-

tailed evidence and also indicate that the fraudulent activities were common and pervasive,

particularly in the two to three years leading to the financial crisis. Finally, the statements

indicate that many individuals within each bank knew about the violations, as confirmed

by internal discussions that indicated that such activity could ultimately be costly to the

banks.

The bank settlement statements of facts are consistent with the academic evidence that

demonstrates mortgage-related fraud across the entire country (Piskorski, Seru, and Witkin

(2015); Griffin and Maturana (2016); Mian and Sufi (2016)) with detailed evidence for specific

banks and regions (Jiang, Nelson, and Vytlacil (2014); Garmaise (2013); Ben-David (2011)).
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The types of fraud documented include inflated appraisals, unreported second liens, owner

occupancy status misreporting, income misreporting, and asset overstatement. Just consid-

ering appraisal inflation, unreported second-liens, and owner occupancy status misreporting,

Griffin and Maturana (2016) find that over 48% of loans in non-agency RMBS exhibit some

degree of misreporting.

The widespread nature of the fraud, along with the evidence in the DOJ settlements,

suggests that a large set of people knew that RMBS investors were being misled. Nonetheless,

culpability almost certainly varies across RMBS bankers, and it is plausible that our full

sample analysis misses discipline of the most responsible individuals by grouping them with

less culpable RMBS bankers. To assess whether discipline was related to culpability, we

analyze subsamples of RMBS bankers with higher responsibility and test how discipline

varies with deal characteristics.

We have already seen one piece of evidence that discipline is unrelated to responsibility in

that discipline is similarly non-existent for both junior and senior RMBS bankers. Perhaps

our VP and above definition for senior bankers is too broad. In Column (1) of Table VII,

we limit our regression analysis to just bankers with a position of managing director or

higher. These are the senior-most bankers heading up MBS and ABS groups at major banks

with ultimate responsibility for the securities their firms issue and underwrite. Even in this

highly senior subsample, RMBS has a negligible coefficient of -2.2 ppt, albeit with a larger

standard error (5.0 ppt) than before due to the smaller sample size.

[Insert Table VII Here]

We next restrict the sample to bankers who signed SEC filings related to RMBS and

non-RMBS deals and then further restrict the sample to just signers of S3 prospectus state-

ments. The S3 signers have the highest level of documentable responsibility because the

SEC requires prospectuses to be signed by the principal officers and directors of the security

issuer, typically a subsidiary of the bank focused on sponsoring the deals. Moreover, S3

signers were frequently named in lawsuits alleging mortgage fraud. Within the signer and S3
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signer subsamples we once again find negligible coefficients on RMBS (reported in Columns

(2) and (3) of Table VII), indicating that there is no evidence of discipline even for the most

visibly responsible subset of RMBS bankers. In Columns (4) to (6) we repeat our subsam-

ple regressions with 2011 employment at any top underwriter as the outcome variable with

similar results. Once again, there is no evidence of discipline.

Finally, we assess whether RMBS banker discipline was correlated with deal performance.

Given that fraudulent and poorly performing RMBS deals cost banks significantly in terms

of fines and reputation, one would expect banks to discipline employees linked to the worst

deals. First, we calculate deal loss rates as of 2012.24 High Loss Rate is an indicator that

takes a value of one if the average loss rate for deals the person signed is above the median,

which is 13%. Second, we calculate misreporting at the deal level using data from Griffin and

Maturana (2016) for deals with at least 20% of loans matched to property records.25 High

Misreporting is an indicator that takes a value of one if the RMBS deals a person signed have

an average misreporting rate above the median, which is 46%. Third, we consider whether the

deals a person signed were implicated in legal settlements. We construct a list of 3,257 RMBS

securities issued between 2004 and 2006 that were part of DOJ settlements involving eleven

banks [Bank of America (including Merrill Lynch and Countrywide), JP Morgan (including

Bear Stearns and Washington Mutual), Citigroup, Goldman Sachs, Morgan Stanley, Credit

Suisse, and Deutsche Bank], which represents 76% of the RMBS deals in our sample. For

each RMBS signer, we calculate the percent of their RMBS deals that were implicated in

settlements. We define high settlement RMBS signers as those with settlement rates above

50%, which corresponds to the 28th percentile of RMBS signers.26

Table VIII reports results for regressions of employment outcomes on the indicators for

high loss, misreporting, and settlement rates within the sample of RMBS signers who worked

24We use data from Lewtan’s ABSNet, which provides loan-level performance data as of September 2012.
25Griffin and Maturana (2016) identify second-lien misreporting, owner-occupancy misreporting, and ap-

praisal inflation by comparing loan-level data reported by deal sponsors to property-level data on liens,
ownership, and property characteristics in county deeds records.

26The median settlement rate is 99.8%.

21



at top underwriters. Discipline based on deal quality and performance implies that coeffi-

cients on High Loss Rate, High Misreporting, and High Settlement should be significantly

negative. Instead, we find no significant relationship between settlement, misreporting, and

loss rates and employment at the original firm (Columns (1) to (3)). Similarly, there is no

significant relationship between deal performance and continued employment at a top un-

derwriter more generally (Columns (4) to (6)). In the Internet Appendix (Table IA.X) we

report results from regressions of employment outcomes on continuous performance measures

and again find no evidence of differential discipline for RMBS bankers associated with lower

quality deals.

[Insert Table VIII Here]

B. Reducing Legal liability?

Dyck, Morse, and Zingales (2010) document how insiders expose fraud. Perhaps banks

retained RMBS employees so they would not be easily used as witnesses in litigation against

the banks. This could explain our employment retention results, but it is inconsistent with

banks hiring RMBS bankers from other banks in the external labor market. Moreover, RMBS

bankers were frequently promoted, which is also inconsistent with retaining employees merely

to keep them from testifying.

Many RMBS bankers left their original firms for jobs at other top underwriters. Which

underwriters hired them? Is there any evidence that certain banks sought out or systemati-

cally avoided these bankers? Figure 6 displays the hiring relationships between banks for the

2004-2006 RMBS bankers who remained employed at top underwriters in 2011. The green

bubbles represent underwriters that survived as standalone entities, and the red bubbles

represent underwriters that were acquired. The size of the bubbles represents the number of

RMBS bankers in our 2004 to 2006 sample who worked at each underwriter, ranging from

48 employees at Citibank to 12 at HSBC. The arrows represent employees who moved from

one underwriter to another by 2011, and the thickness of the arrow represents the number
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of employees making the move. The largest move consists of eight employees who went from

Merrill Lynch to Bank of America due to Bank of America’s acquisition of Merrill Lynch.

The next largest move is five employees who went from Lehman Brothers to Barclays, which

acquired Lehman Brothers U.S. investment banking operations.

Several patterns emerge from Figure 6. First, even for acquired banks, many sample

employees are still working at top underwriters. Second, there is considerable cross-hiring

across most banks. Third, Bank of America, JP Morgan, and Citibank were particularly

active in acquiring and externally hiring RMBS bankers from other top banks. This cross-

pollination across the banking industry could have a large effect on corporate culture.

[Insert Figure 6 Here]

To better understand retention, acquisition, and external hiring by bank, Figure 7 plots

the number of RMBS bankers employed by each top underwriter in 2011. Employees are

categorized as retained if they worked for the same bank in 2004-2006. Similarly, they are

categorized as acquired if they previously worked for a bank that the underwriter acquired

after 2006. The remaining employees are external hires from other top banks. All of the

surviving banks both retained and hired RMBS bankers, suggesting that none of them at-

tempted to avoid these individuals. Bank of America, JP Morgan, and Citibank stand out

as employing the most 2004-2006 RMBS bankers. This is in line with their acquisitions

and large employment share during 2004-2006 (see Table IA.II for sample employment by

bank during 2004-2006) and suggests that they treated RMBS bankers much like any other

financial services professionals when considering them for employment.

[Insert Figure 7 Here]

Promoting RMBS bankers to more senior positions is also inconsistent with merely min-

imizing legal liabilities. Panel A of Figure 8 plots promotion and job upgrade rates by year

for all RMBS bankers (i.e., signers and non-signers) except those who were already managing
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directors or higher in 2004-2006. By 2016, 61% of the sample had upgraded their position

levels compared to their 2004-2006 sample positions. Moreover, 24% were upgraded at top

underwriters, and 11% were promoted at their original employer. In Panel B of Figure 8, we

focus on individuals who were analysts or associates in 2004 to 2006 and track their progress

toward becoming vice president or higher. By 2016, 22% of these analysts and 37% of these

associates had obtained a position of VP or higher somewhere.

[Insert Figure 8 Here]

To assess whether RMBS bankers were disciplined with lower promotion and job upgrade

rates compared to non-RMBS bankers, we employ the same regression framework introduced

in the previous section. As before, we compare RMBS bankers to non-RMBS bankers. Ta-

ble IX reports the results. Compared to non-RMBS bankers, RMBS bankers have similar

promotion and job upgrade trajectories at their original firms (Column (1)) and top under-

writers more generally (Column (3)). RMBS bankers fare moderately worse on job upgrades

at any company as shown by the coefficient of -7.9 ppt (significant at the 10% level) relative

to a mean upgrade rate of 50.2% in Column (5). Tests for differences by seniority level in

Columns (2), (4), and (6) indicate that promotion and upgrade discipline was similar for

junior and senior RMBS bankers.

[Insert Table IX Here]

C. Delayed discipline?

Perhaps banks only took action to discipline RMBS bankers after the extent of RMBS

fraud became publicly known. Although there were accusations of mortgage fraud before

2011, there was very little public information to assess the magnitude of the fraud and the

extent to which banks were aware of and participated in it. If discipline did not occur until

after 2011, we would not detect it with our 2011 employment outcomes.
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By 2016, many major banks acknowledged wrongdoing and paid over $137 billion in set-

tlements with the federal and state governments. To assess whether discipline was delayed

until closer to 2016, we repeat our regressions for 2016 outcomes in Panel A of Table X.

Across all employment, promotion and job upgrade outcomes, there is no evidence of RMBS

banker discipline. For employment at the original firm and employment at top underwriters

more generally (Columns (1) and (2)), RMBS bankers actually fared better than non-RMBS

bankers (by 5.4 ppt at the original firm and 7.8 ppt at any top underwriter, both of which

are statistically significant). In Panel B, we restrict our attention just to underwriters that

settled with the U.S. Department of Justice by mid-2016, namely Bank of America (includ-

ing Merrill Lynch and Countrywide), JP Morgan (including Bear Stearns and Washington

Mutual), Citibank, Goldman Sachs, and Morgan Stanley.27 Once again, there is no evi-

dence of significant discipline, and RMBS bankers fared better than non-RMBS bankers on

employment at a top underwriter.

[Insert Table X Here]

D. Insufficient penalties?

While the $137 billion in settlements paid by the banks broke all previous bank records,

penalties varied across banks. Perhaps penalties at some banks were too small to incentivize

banks to discipline employees. To assess whether discipline was related to penalties, we

examine the relationship between settlement values and discipline at the bank level. Because

settlements were global agreements, we group surviving banks with the firms they acquired

for this analysis. We scale settlements by 2000 to 2008 non-agency mortgage backed security

issuance volume, as reported by Inside Mortgage Finance (2009). For example, the largest

settlement was Bank of America’s $16.65 billion, which represents a settlement cost of 1.8%

relative to the $930 billion of non-agency RMBS issued by Bank of America, Merrill Lynch,

27Credit Suisse and Deutsche Bank, which settled with the DOJ at the very end of 2016, are excluded from
this analysis because their settlements could have been too late to impact 2016 employment outcomes.
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and Countrywide between 2000 and 2008. Figure 9 plots 2016 top-underwriter employment

rates and scaled settlement costs by bank. Employment rates vary from 19% for Morgan

Stanley to 44% for Citibank, and settlement costs vary from 1.8% for Bank of America to

9.3% for Deutsche Bank. Contrary to penalties driving discipline, there is no meaningful

relationship between settlement costs and employment rates. If anything the relationship is

slightly positive, which is the opposite of what we would predict.

[Insert Figure 9 Here]

E. Graduate school

Perhaps an exodus to graduate school diminished discipline. Anyone who taught in a

business or economics graduate program around the time of the financial crisis knows stories

of students who went back to school in the aftermath of the financial crisis. As RMBS

markets disappeared, did RMBS bankers react by going back to school for MBAs or other

degrees and training?

Figure 10 plots the fraction of junior RMBS bankers that went back to school by year

and type of educational program. We consider an individual as having gone back to school

if they started a new educational experience after 2006 and before or during the year being

considered. By 2016, approximately 16% of the sample pursued an MBA, and another 10%

pursued some other form of education.

[Insert Figure 10 Here]

In Table IA.XI of the internet appendix we report regression results testing whether

junior RMBS banker back-to-school rates were high compared to non-RMBS bankers using

the difference-in-differences framework discussed earlier. There was a moderate uptick in

returning to school relative to the 1998-2000 sample, but this trend was similar for RMBS

and non-RMBS bankers.
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F. Discussion of Explanations

Our findings show no support for the hypotheses that banks: (a) Punished employees

who were most culpable or directly responsible, (b) kept RMBS employees only to avoid

them being used in litigation against the banks, (c) punished RMBS employees after the

fraud was publicly disclosed, or (d) punished employees only where corporate penalties were

relatively larger.

This leads to the conclusion that upper bank management decided not to punish em-

ployees for RMBS fraud. They may have decided that discipline is not in the bank’s best

interest, potentially because RMBS activities were consistent with bank directives, or they

may have concluded that discipline was not in their personal best interest, perhaps because

acknowledging widespread RMBS deficiencies could put their own careers in jeopardy. We

briefly discuss variants of these explanations, as well as why discipline in this context may

have differed from other situations.

First, upper management may have concluded that RMBS fraud should not be disciplined

because it was in the best interest of shareholders, at least ex ante. Bank profits were at

record highs from 2005 to 2007 and it is possible that firms expected the profits from dubious

RMBS activity to be greater than their expected penalty (Becker (1968)).28 In Figure 9 we

showed that the actual penalties were fairly low in comparison to the size of the RMBS

market so it is possible that the expected profits may have been high enough for the bank

to ignore the possible penalties and the reputational loss.29

The poor performance of banks during the financial crisis strongly suggests that RMBS

activities were costly for shareholders ex post, but ex ante banks may not have fully antici-

pated the negative spillovers caused by the combined effects of structured finance activities

28The expected penalty consists of the probability of being caught (which as shown by Partnoy (2009) might
decrease with asset complexity), the expected fine, and the expected loss of future revenue due to the loss
of reputation.

29Griffin et al. (2014) show theoretically that the disciplining effects of reputation may not hold with complex
securities because a firm might find it more profitable to burn its reputation through the creation of complex
securities if the profits from doing so are large enough and removed in time from the future lost revenue.
Managers paid partially based on revenue to the division would amplify the mechanism.
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or the speed with which the market would collapse.30 More generally, the empirical litera-

ture generally finds that fraud is costly to shareholders (Dyck, Morse, and Zingales (2014)),

firm culture (Guiso, Sapienza, and Zingales (2015)), and the economic and financial system

(Guiso, Sapienza, and Zingales (2006); Gurun, Stoffman, and Yonker (2015)). It is also

possible that discipline is costly to administer either because banks do not want to lose

skilled employees or because banks fear wrongful termination lawsuits. Even if banks want

employees to fear discipline ex ante, they may not be able to commit to discipline ex post,

particularly for widespread conduct that would require firing large groups of people.

Second, agency conflicts may have caused managers to forgo disciplining RMBS bankers.

For example, misaligned incentives and a focus on short-term compensation might have led

management to engage in questionable activities to receive bonuses at the expense of losses

that would be paid by long-term shareholders. However, Fahlenbrach and Stulz (2011) find

no support for this short-term compensation view in that banks whose CEOs had large stock

holdings fared no better in the crisis. A different agency channel is that upper management

might prefer not to punish RMBS employees due to personal relationships or out of fear that

disciplining RMBS employees might lead to their own ousting.31 This behavior might be

reinforced by collective group thinking or the rationalization of actions within the bank.

Finally, it is important to consider why banks did not discipline RMBS employees whereas

managers and directors associated with corporate misrepresentation are frequently disci-

plined (Karpoff, Lee, and Martin (2008) and Fich and Shivdasani (2007)) and many of the

same banks routinely dismiss employees with FINRA violations (Egan, Matvos, and Seru

(2017a)).32 An important difference is that the RMBS behavior was widespread.33 This

30This would be consistent with the evidence in Fahlenbrach and Stulz (2011) that most bank executives
did not sell shares prior to the crisis.

31While the DOJ settlements acknowledge wrongdoing, most CEOs downplay the extent of the fraud in
public statements. For example, Jamie Dimon said, “Yes, I’d put it in the unfair category I think the
government should think twice before they punish businesses every single time something goes wrong.”
(CFR Transcript (2012)).

32One common finding with Egan, Matvos, and Seru (2017a) is that they also find that substantial cross-
bank hiring mitigates the effects of internal bank discipline. Egan, Matvos, and Seru (2017b) show that
discipline for misconduct among financial advisers is more severe for female advisers.

33Fraud is often cyclical in that it increases during boom cycles and is discovered during busts (Povel, Singh,
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likely implies that upper management was either aware of questionable activities or improp-

erly monitored them. Upper management might be reluctant to administer discipline that

would reflect poorly on themselves even though they are quick to discipline smaller actions

not tied to themselves that could negatively affect bank reputation. The size of the RMBS

market and large profits from the fraudulent activities also may have influenced the lack of

discipline. Banks might follow Becker’s model and permit fraud with positive expected net

profits but forbid fraud where the expected fines and loss of future business through bad

reputation exceed the profit. Additionally, the official reporting of FINRA disclosures and

their explicit identification of specific employees amplifies the reputational cost of retaining

employees that engage in fraud. This contrasts with the opaqueness of the RMBS market and

suggests that additional transparency might incentivize firms to engage in more discipline.

IV. Conclusion

Abuses in mortgage securitization were central to the financial crisis and resulted in

sizeable legal settlements from large banks. Did banks respond by disciplining employees

involved in creating mortgage backed securities? Our evidence strongly suggests that the

answer is no, particularly for senior bankers at top underwriters.

Employment outcomes for RMBS bankers are similar to outcomes for employees associ-

ated with non-RMBS deals, and senior bankers and signers of poorly-performing RMBS deals

did as well as or better than other RMBS bankers. There is some evidence of internal disci-

pline for junior RMBS bankers and employees of small underwriters, but we find no evidence

that senior bankers at top underwriters were disciplined. We examine potential explanations

for the lack of discipline and find that the evidence is consistent with the hypotheses that

RMBS bankers were not disciplined because: (a) they followed upper-management direc-

tives and/or (b) widespread discipline is costly, particularly for upper managers who would

thereby implicitly acknowledge their own poor oversight.

and Winton (2007); Wang, Winton, and Yu (2010); Benmelech, Kandel, and Veronesi (2010)).
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One of the most concerning implications of these finding is that these employment out-

comes send a message to current and future finance professionals that there is little, if any,

price to pay for participating in fraudulent and abusive practices. Even in the worst financial

crisis in decades, the employees at the center of the crisis, including those directly tied to

fraudulent deals for which their banks paid large fines, fared reasonably well. If there is no

penalty for participation, employees have little incentive to identify, avoid, or correct abuses.

This lack of repercussions reinforces cultural norms that allow and may even encourage

employees to ignore warning signs of fraud and abuse.
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Panel A: Job position keywords

Panel B: Description keywords

Figure 1. Biographical keyword frequency. This figure shows the most frequent words included in
the bankers’ biographies. A larger font size represents a higher frequency. Panel A considers words in the
reported job titles while Panel B considers words in the job descriptions.
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Panel A: 2004-2006 RMBS bankers’ current industry
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Panel B: Employment and promotions of 2004-2006 RMBS bankers
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Figure 2. Employment outcomes of RMBS bankers. Panel A shows the distribution of the 2004-2006
RMBS bankers’ industry of employment as of 2016. The bars in blue denote finance-related industries while
the gray bars denote non-finance-related industries. Panel B shows the fraction of 2004-2006 RMBS bankers
employed at a top-18 RMBS underwriter in 2011 and 2016, as well as the fraction of 2004-2006 RMBS
bankers who obtained more senior jobs by those same years. Because their seniority leaves little room for
promotion, people with initial positions of managing director or higher are not considered in the upgrade
estimations.
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Figure 3. RMBS banker employment by year. This figure shows the fraction of RMBS bankers
employed by their original employer and by top-18 underwriters overall by year. An individual is considered
to be employed by the same underwriter if he or she is employed by the firm that acquired his or her original
employer.
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Figure 4. Difference-in-differences representation. This figure compares the employment status of
RMBS bankers with that of CMBS and non-mortgage ABS bankers over time. Signers are not included in the
sample. Specifically, the lines on the left represent the fraction of 1998-2000 RMBS bankers and 1998-2000
CMBS and non-mortgage ABS bankers that remained employed at their firm during 2001 to 2005. The lines
on the right represent the fraction of 2004-2006 RMBS bankers and 2004-2006 CMBS and non-mortgage
ABS bankers that remained employed at their firm during 2007 to 2011.
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Panel A: RMBS bankers’ employment by original firm
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Panel B: Fraction employed at original firm: RMBS bankers versus Non-RMBS bankers
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Figure 5. RMBS banker employment by original employer. Panel A shows the fraction of 2004-2006
RMBS bankers employed by a top-18 RMBS underwriter in 2011, by original RMBS underwriter. The blue
area represents individuals who remained at their original firm and the gray area represents individuals that
were hired by a different top-18 RMBS underwriter. The underwriters highlighted in red are those which
were acquired during the financial crisis. Panel B shows a scatter plot of the fraction of RMBS bankers
employed by their original employer in 2011 (y-axis) and the fraction of Non-RMBS bankers employed by
their original employer in 2011 (x-axis). The blue line represents the 45-degree line.

39



Barclays

BOA

BS

Citi

CS

CW

Deutsche

GMAC

GS

HSBC

JPM

Lehman

ML MS

Nomura

RBS

UBS

WaMu

Figure 6. RMBS banker movement between top underwriters (2006 to 2011). This figure shows
the network structure of employee movements across top underwriters. The size of the bubbles represents the
number of RMBS bankers in our 2004 to 2006 sample who worked at each underwriter. The green bubbles
represent underwriters thet survived as standalone entities, and the red bubbles represent underwriters that
were acquired. The arrows represent employees who moved from one underwriter to another by 2011, and
the thickness of the arrow represents the number of employees making the move.
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Figure 7. RMBS banker 2011 employment by bank. This figure shows the number of RMBS bankers
in the sample employed by each top underwriter in 2011. The blue area represents those employees who
worked at the underwriter and were retained by it. The green area represents those employees that became
employed at the underwriter through an acquisition. The gray are represents external hires.
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Panel A: Fraction of 2004-2006 RMBS bankers promoted or upgraded
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Panel B: Fraction of 2004-2006 RMBS junior bankers that became VP or higher
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Figure 8. Promotions and job upgrades of RMBS bankers by year. Panel shows the fraction of
2004-2006 RMBS bankers promoted by year, by type of firm. Bankers with positions of managing director
or higher are excluded from the sample. Panel B shows the fraction of junior 2004-2006 RMBS bankers that
achieved the job position of Vice President or equivalent, by year. The blue solid circles represent those
bankers who were associate or equivalent (e.g., manager, consultant, trader) and the green crosses represent
those bankers who were analyst or senior analyst.
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Figure 9. Employment at top underwriters and settlement size. This figure shows the fraction of
bankers employed at a top underwriter in 2016 by original underwriter, by settlement size. Employees are
considered to work for their original employer if they are employed by a bank that acquired their original
employer. The blue line fits a linear regression. Settlement amounts come from DOJ press releases and total
private-label RMBS issuance comes from Inside Mortgage Finance.
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Figure 10. RMBS bankers returning to school. This figure shows the fraction of junior 2004-2006
RMBS bankers (i.e., analysts and associates) that returned to school, by year. The blue circles represent the
fraction of bankers that pursued any type of education. The green crosses represent the fraction of bankers
that went to business school. Finally, the red hollow squares and the gray diamonds distinguish among those
bankers who went to business school at a top-25 university and a top-10 university (based on U.S. News and
World Report’s 2006 university rankings), respectively.
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Table I
Data description

This table describes the main samples of financial professionals. In the left panel, the RMBS signers sample
consists of individuals who signed registration statements and 8-K forms associated with RMBS during 2004-
2006. The RMBS non-signers sample consists of employees of top-18 underwriters with RMBS keywords
in their job descriptions during 2004-2006. In addition, the previous sample requires qualifying positions
not be internship or administrative assistant positions and not contain keywords associated with wealth
management, investment management, sales and trading, research, legal, accounting, technology, compliance,
or operations. In the right panel, the non-RMBS signer sample consists of employees who signed registration
statements and 8-K forms associated with non-RMBS ABS during 2004-2006 with the same restrictions
as RMBS non-signers. In addition, the previous sample requires qualifying positions not be internship or
administrative assistant positions and not contain keywords associated with wealth management, investment
management, sales and trading, research, legal, accounting, technology, compliance, or operations. In both
panels, the full sample consists of the combination of the signers and non-signers.

RMBS bankers Non-RMBS bankers
Full sample Signers Non-signers Full sample Signers Non-signers

Age 37 42 32 39 45 33
MBA 21.3 25.4 16.4 31.0 35.1 26.5
Top 25 Alma Mater 24.1 25.9 21.9 30.0 26.6 33.7
Director or above 60.9 87.8 20.3 66.1 87.8 39.0
Vice-President 18.4 10.4 30.5 17.8 9.7 28.0
Associate 8.1 1.8 17.6 9.2 2.5 17.7
Analyst 12.6 0.0 31.6 6.8 0.0 15.4
Employed at top-18 78.2 59.6 100.0 64.9 32.6 100.0
underwriter (%)

Number of individuals 715 386 329 613 319 294
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Table II
Difference in means tests

This table shows the differences between the means of the indicators for employment status across bank
size and banker seniority. In Panel A, the analyzed variable is an indicator for employment at the original
firm five years after the sample period. The sample in Panel A consists of all RMBS bankers. For the
comparison between junior and senior bankers, we drop observations for which we do not observe position
level. In Panel B, the variable analyzed is an indicator for employment at a top underwriter. The sample
in Panel B consists of RMBS bankers originally employed at a top underwriter. Sample means are based in
the full sample. Robust standard errors are in parentheses. *represents 10% significance, **represents 5%
significance, ***represents 1% significance.

Panel A: Employment at the Original Firm

N = 715 N = 642
Top Small

Sample RMBS RMBS Junior Senior
mean underwriter underwriter Difference bankers bankers Difference

0.284 0.261 0.365 -0.104** 0.196 0.307 -0.111***
(0.043) (0.040)

Panel B: Employment at a Top Underwriter

N = 486
Sample Junior Senior
mean bankers bankers Difference

0.415 0.385 0.413 -0.028
(0.050)
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Table III
Employment outcomes of of RMBS bankers vs. non-RMBS bankers at top underwriters

The dependent variables are indicators for employment status in 2011 (i.e., five years after the sample period).
Employees are considered to work for their original firm if they are employed by a bank that acquired their
original firm. All regressions are OLS. RMBS is an indicator for being an RMBS banker. Senior is an
indicator for being a senior banker (i.e., having a position of VP or higher) during the sample period. The
regressions analyze all RMBS and non-RMBS bankers who were originally employed by top-18 underwriters
in 2004-2006. Clustered (by underwriter) standard errors are in parentheses. *represents 10% significance,
**represents 5% significance, ***represents 1% significance.

Employed at Employed at
Original Firm Top Underwriter

(1) (2) (3) (4)

Mean 0.266 0.267 0.409 0.403

RMBS 0.026 0.037 0.043 0.077
(0.019) (0.055) (0.040) (0.078)

RMBS×Senior -0.025 -0.053
(0.068) (0.087)

Age -0.009*** -0.009*** -0.006* -0.008***
(0.003) (0.003) (0.003) (0.003)

MBA -0.009 -0.009 -0.034 -0.027
(0.053) (0.055) (0.047) (0.048)

Top 25 Alma Mater -0.069*** -0.060** -0.069** -0.065**
(0.026) (0.026) (0.031) (0.033)

Bank Fixed Effects Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes
Observations 957 844 957 844
Adjusted R-Squared 0.085 0.089 0.057 0.064
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Table IV
RMBS banker matched sample analysis

In Panel A, RMBS bankers are matched to non-RMBS bankers based on original underwriter and original
job position. A minimum age difference of 5 years is also required (matched pairs are selected to minimize
age differences). The panel compares the employment outcomes of both groups in 2011. In Panel B,
RMBS bankers are matched to investment bankers using the same methodology. Clustered (by underwriter)
standard errors are reported. *represents 10% significance, **represents 5% significance, ***represents 1%
significance.

Panel A: Employment outcomes differences between RMBS bankers and non-RMBS bankers

RMBS
bankers

non-RMBS
bankers

Difference S.E.

Employment at original underwriter 0.268 0.255 0.012 0.077
Employment at top-18 underwriter 0.426 0.356 0.070 0.071

RMBS bankers matched 329

Panel B: Employment outcomes differences between RMBS bankers and investment bankers

RMBS
bankers

Investment
bankers

Difference S.E.

Employment at original underwriter 0.250 0.284 -0.034 0.056
Employment at top-18 underwriter 0.423 0.406 0.017 0.078

RMBS bankers matched 352
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Table V
Difference-in-differences employment outcome regressions.

The dependent variables are indicators for employment status five years after the sample period (2011 for the
samples of 2004-2006 bank employees, and 2005 for the 1998-2000 samples of bank employees). Employees
are considered to work for their original firm if they are employed by a bank that acquired their original
employer. All regressions are OLS. RMBS is an indicator for being an RMBS banker as opposed to a non-
RMBS banker as of the sample period. Post is an indicator for being in the 2004-2006 sample. RMBS×Post
is the interaction of RMBS and Post, which captures the differential change from 1998-2000 to 2004-2006
employment trajectories for RMBS bankers compared to CMBS and non-mortgage ABS bankers. The
regressions analyze RMBS and non-RMBS non-signer samples from 2004-2006 and 1998-2000 (signers are
not included). Panel A considers all bankers while Panel B shows the regression results in the subsample of
junior bankers (i.e., analysts and associates). Clustered (by underwriter) standard errors are in parentheses.
*represents 10% significance, **represents 5% significance, ***represents 1% significance.

Panel A: All bankers

Employed at Original Firm Employed at Top Underwriter
(1) (2) (3) (4) (5) (6)

Mean 0.250 0.314 0.317 0.424 0.525 0.507

RMBS×Post -0.049 -0.004
(0.054) (0.063)

RMBS 0.041 0.099*** 0.088 0.098***
(0.029) (0.032) (0.056) (0.034)

Post -0.207*** -0.147*** -0.226*** -0.220***
(0.054) (0.040) (0.057) (0.044)

Age -0.008** -0.002 -0.009*** -0.004 -0.002 -0.006***
(0.003) (0.003) (0.002) (0.004) (0.003) (0.002)

MBA 0.062 -0.125** -0.001 0.037 -0.068 -0.008
(0.047) (0.055) (0.042) (0.040) (0.044) (0.037)

Top 25 Alma Mater -0.137*** -0.212*** -0.150*** -0.125*** -0.157*** -0.118***
(0.041) (0.050) (0.035) (0.038) (0.045) (0.036)

Bank Fixed Effects Yes Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Include ABS Sample Yes No Yes Yes No Yes
Include 1998-2000 Sample No Yes Yes No Yes Yes
Observations 623 484 992 623 484 992
Adjusted R-Squared 0.067 0.102 0.102 0.061 0.093 0.095
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Panel B: Junior bankers

Employed at Original Firm Employed at Top Underwriter
(1) (2) (3) (4) (5) (6)

Mean 0.200 0.247 0.220 0.381 0.460 0.428

RMBS×Post -0.255*** -0.104
(0.073) (0.114)

RMBS 0.023 0.276*** 0.091 0.228***
(0.058) (0.046) (0.083) (0.070)

Post -0.219*** 0.064 -0.213*** -0.101
(0.061) (0.067) (0.068) (0.108)

Age -0.005 0.003 -0.001 -0.001 0.000 -0.002
(0.005) (0.005) (0.005) (0.007) (0.005) (0.005)

MBA 0.083 -0.068 -0.025 0.054 -0.030 -0.014
(0.108) (0.099) (0.082) (0.094) (0.089) (0.090)

Top 25 Alma Mater -0.080** -0.145** -0.064* -0.102 -0.064 -0.008
(0.039) (0.058) (0.036) (0.073) (0.102) (0.057)

Bank Fixed Effects Yes Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Include ABS Sample Yes No Yes Yes No Yes
Include 1998-2000 Sample No Yes Yes No Yes Yes
Observations 210 174 313 210 174 313
Adjusted R-Squared 0.004 0.122 0.054 0.028 0.095 0.063
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Table VI
Employment outcomes of of RMBS bankers by type of underwriter

The dependent variables are indicators for employment status in 2011 (i.e., five years after the sample
period). Employees are considered to work for their original firm if they are employed by a bank that
acquired their original firm. All regressions are OLS. RMBS is an indicator for being an RMBS banker.
Small is a dummy for underwriters outside the top-18. Acquired is an indicator for underwriters that
were acquired after the crisis (Merrill Lynch, Lehman Brothers, Countrywide, GMAC, Bear Stearns, and
Washington Mutual). I-Bank is an indicator for the underwriter being an investment bank (we consider
Bear Stearns, Lehman Brothers, Merrill Lynch, Goldman Sachs, Morgan Stanley, Deutsche Bank, UBS, and
Credit Suisse to be investment banks). The regressions analyze all RMBS and non-RMBS bankers who were
originally employed by top-18 underwriters in 2004-2006. Clustered (by underwriter) standard errors are in
parentheses. *represents 10% significance, **represents 5% significance, ***represents 1% significance.

Employed at Original Firm Employed at Top Underwriter
(1) (2) (3) (4) (5)

Mean 0.320 0.266 0.266 0.409 0.409

RMBS -0.011 0.022 0.043** 0.071 0.069*
(0.029) (0.023) (0.018) (0.048) (0.042)

RMBS×Small -0.152**
(0.060)

RMBS×Acquired 0.014 -0.112*
(0.037) (0.058)

RMBS×I-Bank -0.037 -0.056
(0.042) (0.078)

Age 0.259*** -0.009*** -0.009*** -0.006* -0.006*
(0.045) (0.003) (0.003) (0.003) (0.003)

MBA -0.005*** -0.008 -0.009 -0.037 -0.033
(0.002) (0.053) (0.053) (0.046) (0.047)

Top 25 Alma Mater -0.001 -0.069*** -0.069*** -0.069** -0.070**
(0.030) (0.026) (0.026) (0.030) (0.030)

Small Underwriter -0.021
(0.028)

Sample Full Top Top Top Top
Sample Underwriters Underwriters Underwriters Underwriters

Bank Fixed Effects No Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes
Observations 1,328 957 957 957 957
Adjusted R-Squared 0.047 0.084 0.085 0.058 0.057
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Table VII
Employment outcomes of RMBS bankers: Subsample regressions

The dependent variables are indicators for employment status in 2011 (i.e., five years after the sample period).
Employees are considered to work for their original firm if they are employed by a bank that acquired their
original firm. All regressions are OLS. RMBS is an indicator for being an RMBS banker. The regressions
analyze RMBS and non-RMBS bankers who were originally employed by top-18 underwriters in 2004-2006.
Columns 1 and 4 consider those bankers with job positions of managing director or higher during the sample
period. Columns 2 and 5 consider those bankers who signed legal documents associated with RMBS, CMBS,
and non-mortgage ABS deals from 2004 to 2006. Columns 3 and 6 consider the subset of signers who signed
shelf registration statement (S3) documents. Clustered (by underwriter) standard errors are in parentheses.
*represents 10% significance, **represents 5% significance, ***represents 1% significance.

Employed at Original Firm Employed at Top Underwriter
(1) (2) (3) (4) (5) (6)

MD and S3 MD and S3
Above Signers Signers Above Signers Signers

Mean 0.297 0.296 0.281 0.377 0.380 0.332

RMBS -0.022 -0.007 -0.001 -0.046 -0.026 0.003
(0.050) (0.059) (0.076) (0.085) (0.064) (0.074)

Age -0.011*** -0.010*** -0.011*** -0.010** -0.010*** -0.009***
(0.004) (0.003) (0.003) (0.005) (0.004) (0.004)

MBA -0.014 -0.166** -0.187** -0.062 -0.192*** -0.256***
(0.101) (0.069) (0.088) (0.095) (0.070) (0.080)

Top 25 Alma Mater 0.002 0.088* 0.129** 0.045 0.070 0.156**
(0.080) (0.049) (0.055) (0.073) (0.051) (0.068)

Bank Fixed Effects Yes Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Observations 236 334 217 236 334 217
Adjusted R-Squared 0.114 0.139 0.118 0.066 0.082 0.111
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Table VIII
Employment outcomes of RMBS signers by deal characteristics

The dependent variables are indicators for employment status in 2011 (i.e., five years after the sample period).
Employees are considered to work for their original firm if they are employed by a bank that acquired their
original firm. All regressions are OLS. The sample is restricted to RMBS signers with professional networking
profiles who were originally employed at top-18 underwriters and who primarily signed RMBS deals. High
Loss Rate is an indicator that takes a value of one if average loss rate as of September 2012 for deals the
person signed is above the median, which is 13%. Misreporting is calculated at the deal level using data
from Griffin and Maturana (2016) for deals with at least 20% of loans matched to loan-level property records
data. High Misreporting is an indicator that takes a value of one if the RMBS deals a person signed have
an average misreporting rate above the median rate, which is 45%. High Settlement captures the extent to
which RMBS deals a person signed were specifically implicated in settlements above 50%. Specifically, High
Settlement is an indicator that takes a value of one if the percent of deals a person signed that were implicated
in settlements is above the median settlement rate of 80%. Clustered (by underwriter) standard errors are
in parentheses. *represents 10% significance, **represents 5% significance, ***represents 1% significance.

Employed at Original Firm Employed at Top Underwriter
(1) (2) (3) (4) (5) (6)

Mean 0.279 0.286 0.283 0.367 0.363 0.370

High Loss Rate 0.079 0.062
(0.081) (0.104)

High Misreporting 0.009 -0.060
(0.113) (0.144)

High Settlement 0.030 0.107
(0.196) (0.177)

Control Variables Yes Yes Yes Yes Yes Yes
Bank Fixed Effects Yes Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Observations 226 168 230 226 168 230
Adjusted R-Squared 0.140 0.154 0.121 0.127 0.176 0.112
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Table IX
Promotions and job upgrades of RMBS bankers

The dependent variables are indicators promotion status in 2011 (i.e., five years after the sample period).
Employees are considered to work for their original firm if they are employed by a bank that acquired their
original firm. All regressions are OLS. RMBS is an indicator for being an RMBS banker. Senior is an
indicator for being a senior banker (i.e., having a position of VP or higher) during the sample period. The
regressions analyze the sample of RMBS bankers and CMBS and non-mortgage ABS bankers with profes-
sional networking profiles who were originally employed at top-18 underwriters. Bankers with job positions
during the sample period of managing director of higher are excluded from the sample. Clustered (by un-
derwriter) standard errors are in parentheses. *represents 10% significance, **represents 5% significance,
***represents 1% significance.

Job Upgrade at Job Upgrade at
Promoted Top Underwriter any Company

(1) (2) (3) (4) (5) (6)

Mean 0.094 0.094 0.194 0.194 0.502 0.502

RMBS -0.020 -0.033 0.026 0.021 -0.079* -0.105
(0.026) (0.070) (0.041) (0.103) (0.043) (0.082)

RMBS×Senior 0.019 0.007 0.039
(0.074) (0.102) (0.103)

Age -0.002 -0.002 -0.002* -0.002* 0.001 0.001
(0.001) (0.001) (0.001) (0.001) (0.002) (0.002)

MBA 0.006 0.007 0.027 0.027 0.061 0.063
(0.026) (0.024) (0.033) (0.031) (0.065) (0.064)

Top 25 Alma Mater 0.004 0.004 0.039 0.039 0.091** 0.090**
(0.041) (0.041) (0.051) (0.050) (0.037) (0.037)

Bank Fixed Effects Yes Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Observations 608 608 608 608 608 608
Adjusted R-Squared 0.085 0.083 0.086 0.084 0.071 0.070
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Table X
Employment and promotion outcomes in 2016

The dependent variables are indicators for employment or promotion status in 2016 (i.e., ten years after the
sample period). Employees are considered to work for their original firm if they are employed by a bank that
acquired their original firm. All regressions are OLS. RMBS is an indicator for being an RMBS banker. In
Panel A, all top underwriters are included in the regressions. In Panel B, only those banks that had settled
with the DOJ by mid-2016 are considered. Clustered (by underwriter) standard errors are in parentheses.
*represents 10% significance, **represents 5% significance, ***represents 1% significance.

Panel A: All top underwriters

(1) (2) (3) (4) (5)

Job
Employed Employed Promoted Upgrade Job
Original Top Original Top Upgrade

Firm Underwriter Firm Underwriter Anywhere

Mean 0.125 0.236 0.113 0.248 0.638

RMBS 0.054** 0.078*** -0.016 0.042 -0.038
(0.024) (0.025) (0.027) (0.040) (0.035)

Age -0.006** -0.006** -0.003** -0.006*** -0.003
(0.003) (0.003) (0.001) (0.002) (0.003)

MBA -0.021 -0.050 0.013 0.028 0.098
(0.017) (0.033) (0.028) (0.045) (0.085)

Top 25 Alma Mater -0.020 0.021 -0.008 0.020 0.059
(0.015) (0.031) (0.040) (0.058) (0.041)

Bank Fixed Effects Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes
Observations 957 957 608 608 608
Adjusted R-Squared 0.048 0.032 0.110 0.137 0.067
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Panel B: Underwriters that Settled with DOJ by 2016

(1) (2) (3) (4) (5)

Job
Employed Employed Promoted Upgrade Job
Original Top Original Top Upgrade

Firm Underwriter Firm Underwriter Anywhere

Mean 0.145 0.239 0.135 0.259 0.635

RMBS 0.060 0.090*** -0.038 0.037 -0.067
(0.041) (0.030) (0.046) (0.049) (0.054)

Age -0.007** -0.008** -0.003*** -0.008*** -0.002
(0.004) (0.004) (0.001) (0.002) (0.004)

MBA -0.020 -0.056 0.007 0.030 0.062
(0.025) (0.050) (0.040) (0.065) (0.144)

Top 25 Alma Mater -0.004 0.046 0.047 0.104 0.079
(0.021) (0.054) (0.058) (0.080) (0.057)

Bank Fixed Effects Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes
Observations 557 557 348 348 348
Adjusted R-Squared 0.052 0.051 0.144 0.179 0.081
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Internet Appendix For “Do Labor Markets Discipline? Evidence from RMBS
Bankers”

A. Details on data selection

To build our sample of RMBS signers, we start with a universe of 3,994 U.S. RMBS

deals issued between 2004 and 2006 with a value of at least $100 million. We find names of

people associated with these deals from two sources. First, we identify 8-K filings associated

with the deals. We focus on 8-Ks used to disclose pooling and servicing agreements and

other pertinent deal documents because these 8-Ks are typically filed shortly after the deal’s

prospectus supplement and are signed by someone associated with the deal sponsor. We do

not use 8-Ks signed by third-party trustees or servicers to ensure that signers are affiliated

with the deal sponsor. The 8-Ks are typically signed by a single individual on behalf of the

sponsoring entity.1 Second, we identify the shelf registration statement (S3) associated with

each deal. Registration statements lay out the primary terms and structure of the deals,

and registrations statement signers were routinely named by the FHFA in lawsuits alleging

RMBS fraud. The SEC requires shelf registrations to be signed by the principal officers and

a majority of the directors of the issuing entity. For asset-backed securities, the issuing entity

is typically a subsidiary of the bank that functions as the deal’s sponsor and/or depositor,

and the signers are typically senior structured finance executives. The median registration

statement is signed by four people. We include all signers of the registration statements in

our sample.

We find sponsor signatures for 3,331 deals, which represents 83% of the initial RMBS

deal sample. The 3,331 RMBS deals for which we have sponsor signatures were signed by

513 unique individuals. We find biographical information for 392 (76%) of these individuals,

representing at least one signer for each of the 3,331 deals, including public profiles on a

large professional networking platform for 314 individuals (60%). The median RMBS signer

is associated with 10 deals. However, the distribution of number of deals per individual

1In the few cases where 8-Ks are signed by more than one person, we limit our sample to the first signer for
consistency.
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is highly skewed. Twenty seven people signed documents related to more than 100 deals,

typically representing all or most of their bank’s deals.

As a control group, we use the same process to collect signatures of non-RMBS deals

closed during the same time period.2 This results in 404 non-RMBS signers, 91 of whom

also signed RMBS deals. We define someone as a RMBS signer if at least half of their deals

were RMBS, which results in a sample of 386 RMBS signers and 319 non-RMBS signers.

We add to the RMBS signer sample by searching for public profiles of individuals involved

in RMBS on the large professional networking platform. The platform’s membership includes

a majority of finance professionals, as evidenced by our 60% success rate finding profiles

for RMBS signers on the platform. The information we analyze is at the position level,

including job titles, start dates, end dates, and in most cases descriptions of what the position

entailed. Using this position-level information, we identify individuals who worked at a

top-18 RMBS underwriter during 2004 to 2006 in positions with descriptions that include

the keywords “MBS” or “Mortgage Back.”3 We restrict the sample by dropping positions

identified as internships or administrative assistants and positions that contain keywords

related to wealth management, investment management, sales and trading, research, legal,

accounting, technology, compliance, or operations. This results in a sample of 329 non-signer

RMBS bankers with public profiles.

For comparison purposes, we repeat the same process with the same firms and time

period but different keywords to build a control sample of non-RMBS bankers. We identify

the non-RMBS bankers as individuals who have CMBS or ABS keywords in their position

descriptions but do not have RMBS keywords. As show in the sixth column of Table I,

this results in 294 individuals with characteristics that are largely similar to the RMBS

banker sample. For our difference in differences analysis, identify samples of RMBS and

non-RMBS bankers during the 1998 to 2000 time period using the same process. We also

2These are primarily CMBS and securitized deals related credit cards, auto loans, and students loans. The
sample does not include CDOs because they do not typically have SEC filings.

3Our keyword searches do not treat references to “CMBS” or “Commercial Mortgage Back” as RMBS
keywords.
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identify a control sample of 1,208 investment bankers using the same process with “M&A”

and “IPO” keywords. The investment banker sample is described in Table IA.III of the

internet appendix.

Finally, we construct a sample based on attendance at the 2006 American Securitization

Forum (ASF), a major securitization conference. From the 715 issuer attendees listed for

the ASF, we find public networking profiles for 415 individuals (58% of attendees). Whereas

78% of the RMBS banker sample worked for top-18 underwriters, only 18% (75/415) of

ASF issuers were employed by top-18 underwriters in 2006. We compare the ASF issuers to

investor attendees at the same conference and also follow Cheng, Raina, and Xiong (2014)

and compare to ASF issuers to a random sample equity analysts in 2006 obtained from

IBES.4 All three samples are described in Table IA.III of the internet appendix.

4Starting with 1,045 ASF investor attendees, we find public profiles for 548 people (52%). Starting with 808
analysts, we find public networking profiles for 368 people (45%).
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B. Additional tables and figures

Panel A: Job position keywords

Panel B: Description keywords

Figure IA.1. Biographical keyword frequency at top underwriters as of 2011. This figure shows
the most frequent words included in the biographies of RMBS bankers still employed at a top-18 underwriter
as of 2011. The 18 underwriters we focus on are listed in Panel A of Figure 5. A larger font size represents
a higher frequency. Panel A considers words in the reported job titles while Panel B considers words in the
job descriptions.
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Table IA.I
Mortgage-related fines and penalties paid to government agencies by large financial institutions

This table summarizes the penalties paid by large financial institutions to government agencies from 2012-2017 for activities related to residential
mortgage-backed securities (“RMBS”), collateralized debt obligations (“CDO”), and the underlying fraudulent loan practices that affected RMBS and
CDO. The 2012-2014 settlements are cited from Zingales (2015) and the 2015-2017 settlements are collected from DOJ and SEC reports. Additionally,
3 large discriminatory lending settlements totaling more than $200 million are not included in the table below.

Amounts
Year Financial Institutions Government Agencies (in millions) Description

2012 Wells Fargo, JPMorgan Chase, Citigroup, DOJ, HUD, 49 STATES $25,000 Collective agreement to address mortgage loan servicing and
Bank of America, Ally Financial foreclosure abuses

2012 Wells Fargo SEC $6,500 Improper pricing of CDOs and other complex securities
2012 JP Morgan Chase SEC $296.90 Misleading disclosures of mortgage-related risk and exposure
2012 Credit Suisse SEC $120 Misleading disclosures of mortgage-related risk and exposure
2013 Bank of America FNMA $11,600 Selling Fannie Mae hundreds of billions of dollars of defective loans
2013 Bank of America and 12 other banks Fed and OCC $9,300 Foreclosure abuses from the robo-signing scandal
2013 Bank of America Fed NY $62 For defective mortgage securities that Maiden Lane II had purchased

from AIG
2013 Bank of America NCUA $165 For losses related to purchases of RMBS by failed credit unions
2013 Fifth Third SEC $6.50 Improper accounting of real estate loans
2013 Bank of America MBIA $1,700 Countrywide mortgage value misrepresentation and underwriting

standards
2013 UBS FHFA $885 Violation of security laws in private-label RMBS
2013 JP Morgan DOJ,NCUA,FDIC,FHFA, $13,000 DOJ settlement for selling securities that contain fraudulent and toxic

NY,CA,DE mortgages
2013 RBS Securities SEC $150 Made misleading disclosures about mortgage-related risk
2013 Deutsche Bank FHFA $1,900 Settlement on claims that Deutsche Bank violated laws in

private label RMBS sales to Fannie Mae
2014 Citigroup DOJ, States $7,000 DOJ settlement for selling securities that contain fraudulent and toxic

mortgages
2014 Morgan Stanley FHFA $1,250 Violations of laws in private label mortgage backed securities sales to

Fannie Mae and Freddie Mac from 2005-2007
2014 JP Morgan Chase DOJ $614 Knowingly underwriting non-compliant mortgage loans that were

insured by the HUD
2014 Societe Generale FHFA $122 Violations of laws in private label mortgage backed securities sales to

Fannie Mae and Freddie Mac in 2006
2014 Bank of America FHFA $9,500 Settlement on mortgage securities sold to Fannie Mae and Freddie Mac
2014 Credit Suisse FHFA $885 Violations of laws in private label mortgage backed securities sales to

Fannie Mae and Freddie Mac from 2005-2007
2014 Barclays FHFA $280 Violations of laws in private label mortgage backed securities sales to

Fannie Mae and Freddie Mac from 2005-2007
2014 First Horizon FHFA $110 Violations of laws in private label mortgage backed securities sales to

Fannie Mae and Freddie Mac from 2005-2007
2014 SunTrust Mortgage DOJ, HUD, CFPB $968 Mortgage and foreclosure abuses
2014 US Bank DOJ $200 For violating False Claims Act by underwriting federally insured

mortgages that were non-compliant
2014 RBS Securities FHFA $99.50 Violations of laws in private label RMBS sales to Fannie Mae and

Freddie Mac from 2005-2007

5



Table IA.I (continued)

Amounts
Year Financial Institutions Government Agencies (in millions) Description

2014 Citigroup DOJ, NYS, Colorado, FHFA $4,000 Federal and state claims on the conduct of Citigroup in sales of RMBS
prior to 2009

2014 Bank of America AIG $650 Settling allegations of fraud in packaging of mortgages and sales to
investors during housing bubble

2014 SunTrust Mortgage DOJ $320 Concludes criminal investigation of SunTrust for failure to administer
the HAMP program

2014 Morgan Stanley SEC $275 Misleading mortgage-related risk in 2 particular RMBS sold in 2007
2014 Bank of America Federal Government $1,270 Countrywide fraud in selling thousands of toxic mortgages to Fannie Mae and

Freddie Mac
2014 Bank of America DOJ, SEC, 6 States $16,650 DOJ settlement for selling securities that contain fraudulent and toxic mortgages
2015 Nomura Holdings and RBS Fannie Mae, Freddie Mac $806 Making false statements in selling RMBS securities to Fannie Mae and Freddie

Mac
2015 Deutsche Bank SEC $55 For overstating the value of RMBS portfolio during the financial crisis
2015 Citigroup SEC $180 SEC charged two Citigroup affiliates with defrauding
2016 Goldman Sachs DOJ, States $5,060 DOJ settlement for selling securities that contain fraudulent and toxic mortgages
2016 Morgan Stanley DOJ, HUD, States $2,600 DOJ settlement for selling securities that contain fraudulent and toxic mortgages
2016 Wells Fargo DOJ, HUD, States $1,200 Fraudulent certification of federally insured home loans by the HUD
2016 HSBC DOJ, HUD, States $470 Mortgage loan origination, servicing and foreclosure abuses
2017 Credit Suisse DOJ, States $5,280 DOJ settlement for selling securities that contain fraudulent and toxic mortgages
2017 Deutsche Bank DOJ, States $7,200 DOJ settlement for selling securities that contain fraudulent and toxic mortgages

Total: $137,779.90
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Table IA.II
Top-18 underwriters

This table presents the frequencies for the original top-18 RMBS underwriters in the data samples described
in Table I.

RMBS bankers Non-RMBS bankers
Full sample Signers Non-signers Full sample Signers Non-signers

Citi 48 21 27 31 8 23
Credit Suisse 46 17 29 21 0 21
JP Morgan 46 24 22 75 31 44
UBS 42 17 25 26 0 26
Bank of America 40 17 23 56 18 38
Deutsche 38 11 27 22 4 18
WAMU 38 22 16 5 2 3
Lehman 38 14 24 18 4 14
Bear Stearns 32 10 22 21 7 14
Morgan Stanley 31 7 24 12 5 7
Goldman 29 13 16 17 6 11
Barclays 23 4 19 16 0 16
GMAC 23 15 8 13 9 4
Merrill Lynch 22 6 16 25 4 21
Countrywide 21 9 12 8 0 8
RBS 16 11 5 17 3 14
Nomura 14 5 9 4 0 4
HSBC 12 7 5 11 3 8

Subtotal 559 230 329 398 104 294
Other 156 156 0 215 215 0

Total 715 386 329 613 319 294
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Table IA.III
Alternative samples

This table describes the alternative samples of financial professionals. The investment bankers sample consists
of employees of top-18 underwriters with investment banking keywords in their job descriptions during 2004-
2006. In addition, the sample requires qualifying positions not be internship or administrative assistant
positions and not contain keywords associated with wealth management, investment management, sales and
trading, research, legal, accounting, technology, compliance, or operations. The ASF issuers sample consists
of securitization issuers from a list of conference attendees of the 2006 American Securitization Forum. The
ASF investors sample consists of securitization investors from a list of conference attendees of the 2006
American Securitization Forum. The equity analyst sample consists of a random sample of 2006 analysts
from IBES.

Investment ASF ASF Equity
bankers issuers investors analysts

Age 30 39 38 37
MBA (%) 35.3 33.5 38.1 47.6
Top 25 Alma Mater (%) 58.4 23.4 26.3 41.3
Director or above (%) 27.2 67.8 59.3 52.2
Vice-President (%) 17.6 19.5 29.3 14.1
Associate (%) 16.2 11.1 4.8 0.8
Analyst (%) 39.1 1.6 6.6 32.9
Employed at top-18 underwriter (%) 100.0 18.1 11.7 31.5

Number of individuals 1,208 415 548 368
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Table IA.IV
Standard errors and confidence intervals for the main specifications

This table reports standard errors and confidence intervals for the main specifications in the paper using different types of variance calculations. The
results consider different cluster definitions and bootstrap, jackknife, and Cameron, Gelbach, and Miller (2008) block bootstrap procedures.

Employed at Employed at Job Upgrade at Job Upgrade at
Original Firm Top Underwriter Promoted Top Underwriter any Company

RMBS Coefficient 0.026 0.043 -0.020 0.026 -0.079

Standard Error
Baseline – Clustered by bank (0.019) (0.040) (0.026) (0.041) (0.043)
Clustered by bank (within group regression) (0.019) (0.040) (0.026) (0.041) (0.042)
Clustered by bank (bootstrap) (0.018) (0.039) (0.026) (0.039) (0.044)
Clustered by bank (jackknife) (0.020) (0.041) (0.026) (0.042) (0.043)
Clustered by bank (CGM block bootstrap)
Clustered by bank×RMBS (0.014) (0.029) (0.019) (0.030) (0.031)
Clustered by bank×senior (0.023) (0.039) (0.026) (0.038) (0.042)
Clustered by bank×position (0.027) (0.037) (0.026) (0.038) (0.038)
Clustered by position (0.028) (0.030) (0.021) (0.020) (0.034)
Robust (0.029) (0.033) (0.025) (0.033) (0.041)
Conventional (0.029) (0.033) (0.024) (0.033) (0.042)

95% Confidence Interval
Baseline – Clustered by bank (-0.014 to 0.066) (-0.042 to 0.127) (-0.076 to 0.035) (-0.061 to 0.113) (-0.169 to 0.012)
Clustered by bank (within group regression) (-0.014 to 0.065) (-0.041 to 0.127) (-0.075 to 0.034) (-0.060 to 0.112) (-0.168 to 0.010)
Clustered by bank (bootstrap) (-0.010 to 0.062) (-0.033 to 0.119) (-0.071 to 0.030) (-0.051 to 0.103) (-0.166 to 0.008)
Clustered by bank (jackknife) (-0.015 to 0.067) (-0.045 to 0.130) (-0.076 to 0.035) (-0.062 to 0.114) (-0.169 to 0.011)
Clustered by bank (CGM block bootstrap) (-0.007 to 0.061) (-0.034 to 0.111) (-0.068 to 0.029) (-0.054 to 0.103) (-0.153 to -0.003)
Clustered by bank×RMBS (-0.003 to 0.055) (-0.017 to 0.102) (-0.060 to 0.019) (-0.035 to 0.087) (-0.141 to -0.016)
Clustered by bank×senior (-0.021 to 0.072) (-0.036 to 0.122) (-0.072 to 0.031) (-0.050 to 0.102) (-0.163 to 0.006)
Clustered by bank×position (-0.027 to 0.079) (-0.031 to 0.117) (-0.072 to 0.031) (-0.049 to 0.101) (-0.155 to -0.003)
Clustered by position (-0.043 to 0.095) (-0.031 to 0.116) (-0.087 to 0.046) (-0.036 to 0.088) (-0.187 to 0.030)
Robust (-0.031 to 0.083) (-0.022 to 0.107) (-0.069 to 0.028) (-0.039 to 0.091) (-0.159 to 0.001)
Conventional (-0.032 to 0.083) (-0.022 to 0.108) (-0.068 to 0.027) (-0.038 to 0.090) (-0.161 to 0.003)
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Table IA.V
Employment outcomes of of RMBS bankers vs. investment bankers at top underwriters

The dependent variables are indicators for employment status in 2011 (i.e., five years after the sample period).
Employees are considered to work for their original firm if they are employed by a bank that acquired their
original firm. All regressions are OLS. RMBS is an indicator for being an RMBS banker. Senior is an
indicator for being a senior banker (i.e., having a position of VP or higher) during the sample period.
The regressions analyze the sample of RMBS bankers and investment bankers with professional networking
profiles who were originally employed at top-18 underwriters. Clustered (by underwriter) standard errors are
in parentheses. *represents 10% significance, **represents 5% significance, ***represents 1% significance.

Employed at Employed at
Original Firm Top Underwriter

(1) (2) (3) (4)

Mean 0.225 0.220 0.342 0.335

RMBS 0.010 0.118*** 0.064* 0.237***
(0.034) (0.043) (0.037) (0.046)

RMBS×Senior -0.163*** -0.270***
(0.054) (0.074)

Age -0.006*** -0.009*** -0.004** -0.008***
(0.002) (0.002) (0.002) (0.002)

MBA -0.024 -0.045** -0.026 -0.041*
(0.021) (0.022) (0.020) (0.022)

Top 25 Alma Mater -0.029 -0.030 -0.046* -0.047
(0.028) (0.029) (0.025) (0.032)

Bank Fixed Effects Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes
Observations 1,767 1,561 1,767 1,561
Adjusted R-Squared 0.080 0.107 0.082 0.113
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Table IA.VI
Matched sample descriptions

This table describes the sample of RMBS bankers used in the matching analysis in Table IV, as well as
the control groups of RMBS bankers and investment bankers. RMBS bankers are matched to non-RMBS
bankers based on original underwriter and original job position. A minimum age difference of 5 years is also
required (matched pairs are selected to minimize age differences). RMBS bankers are matched to investment
bankers using the same procedure.

RMBS/Non-RMBS banker match RMBS/Investment banker match
RMBS non-RMBS RMBS Investment
bankers bankers bankers bankers

Age 35.31 35.30 34.45 34.20
MBA 23.7% 24.3% 21.3% 50.6%
Top 25 Alma Mater 27.7% 36.2% 25.6% 58.0%

RMBS signers matched 329 352
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Table IA.VII
Matched sample regressions

This table shows results similar to those in Table IV, within a regression framework. OLS regressions are
estimated using the two samples used in the matching analysis. Employees are considered to work for their
original firm if they are employed by a bank that acquired their original firm. RMBS is an indicator for
being an RMBS banker. Clustered (by underwriter) standard errors are in parentheses. *represents 10%
significance, **represents 5% significance, ***represents 1% significance.

RMBS/Non-RMBS banker match RMBS/Investment banker match
(1) (2) (3) (4)

Employed at Employed at Employed at Employed at
original top-18 original top-18

underwriter underwriter underwriter underwriter

Mean 0.261 0.391 0.267 0.415

RMBS 0.005 0.062 -0.057 -0.004
(0.044) (0.052) (0.036) (0.045)

Age -0.009 -0.007 -0.015*** -0.011***
(0.005) (0.005) (0.004) (0.004)

MBA -0.041 -0.090 -0.037 -0.012
(0.072) (0.063) (0.041) (0.046)

Top 25 alma matter -0.080* -0.089 -0.048 -0.061
(0.044) (0.053) (0.062) (0.050)

Bank Fixed Effects Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes
Observations 658 658 704 704
Adjusted R-squared 0.122 0.107 0.116 0.109
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Table IA.VIII
Senior RMBS banker employment difference-in-differences regressions

This table shows regressions similar to those in Table V, estimated using the subsample of senior bankers (i.e.,
those bankers with job positions of VP or higher). The dependent variables are indicators for employment
status five years after the sample period (2011 for the samples of 2004-2006 bank employees, and 2005 for
the 1998-2000 samples of bank employees). Employees are considered to work for their original firm if they
are employed by a bank that acquired their original firm. All regressions are OLS. RMBS is an indicator
for being an RMBS banker as opposed to a non-RMBS banker as of the sample period. Post is an indicator
for being in the 2004-2006 sample. RMBS×Post is the interaction of RMBS and Post, which captures the
differential change from 1998-2000 to 2004-2006 employment trajectories for RMBS bankers compared to
CMBS and non-mortgage ABS bankers. The regressions analyze RMBS and non-RMBS non-signer samples
from 2004-2006 and 1998-2000 (signers are not included). Clustered (by underwriter) standard errors are in
parentheses. *represents 10% significance, **represents 5% significance, ***represents 1% significance.

Employed at Original Firm Employed at Top Underwriter
(1) (2) (3) (4) (5) (6)

Mean 0.272 0.354 0.373 0.440 0.561 0.545

RMBS×Post -0.046 -0.012
(0.074) (0.096)

RMBS 0.020 0.055 0.081 0.078*
(0.049) (0.050) (0.077) (0.047)

Post -0.273*** -0.225*** -0.260*** -0.249***
(0.075) (0.059) (0.093) (0.059)

Age -0.009** -0.008 -0.015*** -0.009* -0.010** -0.014***
(0.004) (0.005) (0.005) (0.005) (0.005) (0.004)

MBA 0.084 -0.125* 0.045 0.071 -0.018 0.052
(0.057) (0.065) (0.061) (0.059) (0.069) (0.057)

Top 25 Alma Mater -0.148** -0.218*** -0.225*** -0.133** -0.181** -0.191***
(0.066) (0.066) (0.046) (0.054) (0.079) (0.047)

Bank Fixed Effects Yes Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Include ABS Sample Yes No Yes Yes No Yes
Include 1998-2000 Sample No Yes Yes No Yes Yes
Observations 316 212 523 316 212 523
Adjusted R-Squared 0.071 0.114 0.143 0.098 0.095 0.145
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Table IA.IX
Employment outcomes of ASF issuers

The dependent variables are indicators for employment or promotion status in 2011 (i.e., five years after
the sample period). Columns 1 through 3 compare outcomes of ASF issuers with those of ASF investors.
Columns 4 through 6 compare outcomes of ASF issuers with those of equity analysts. ASF Issuer is a
dummy variable that takes the value of one if the individual is an ASF issuer, and zero otherwise. Robust
standard errors are in parentheses. *represents 10% significance, **represents 5% significance, ***represents
1% significance.

ASF issuers vs ASF investors ASF issuers vs equity analysts
(1) (2) (3) (4) (5) (6)

Employed Promoted Job Employed Promoted Job
Original Original Upgrade Original Original Upgrade

Firm Firm Anywhere Firm Firm Anywhere

Mean 0.446 0.069 0.323 0.407 0.060 0.408

ASF Issuer 0.022 0.036 0.061 0.126*** 0.069*** -0.065
(0.036) (0.023) (0.040) (0.044) (0.025) (0.055)

Age 0.000 0.002 0.002 -0.003 0.000 0.004
(0.002) (0.001) (0.003) (0.002) (0.001) (0.003)

MBA -0.005 0.010 0.001 -0.068* -0.020 0.044
(0.036) (0.023) (0.042) (0.039) (0.022) (0.047)

Top 25 Alma Mater 0.021 0.000 0.072 -0.003 -0.013 0.027
(0.039) (0.025) (0.046) (0.040) (0.023) (0.049)

Bank Fixed Effects No No No No No No
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Include ASF Investors Yes Yes Yes No No No
Include 2006 Equity Analysts No No No Yes Yes Yes
Observations 869 579 579 732 485 485
Adjusted R-Squared -0.004 0.025 0.031 0.025 0.029 0.043
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Table IA.X
Employment outcomes of RMBS signers by (continuous) deal characteristics

The dependent variables are indicators for employment status in 2011 (i.e., five years after the sample period).
Employees are considered to work for their original firm if they are employed by a bank that acquired their
original firm. All regressions are OLS. The regressions analyze the sample of RMBS signers with professional
networking profiles who were originally employed at top-18 underwriters and who primarily signed RMBS
deals. Loss Rate average loss rate as of September 2012 for deals the person signed. Misreporting Rate is
the average misreporting rate for deals the person signed. Misreporting is calculated at the deal level using
data from Griffin and Maturana (2016) for deals with at least 20% of loans matched to loan-level property
records data. Settlement Rate is the percent of deals a person signed that were implicated in settlements.
Clustered (by underwriter) standard errors are in parentheses. *represents 10% significance, **represents
5% significance, ***represents 1% significance.

Employed at Original Firm Employed at Top Underwriter
(1) (2) (3) (4) (5) (6)

Mean 0.279 0.286 0.283 0.367 0.363 0.370

Loss Rate 0.180 -0.027
(0.391) (0.519)

Misreporting Rate 0.874 0.799
(0.771) (0.912)

Settlement Rate -0.108 0.021
(0.262) (0.238)

Control Variables Yes Yes Yes Yes Yes Yes
Bank Fixed Effects Yes Yes Yes Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes Yes Yes Yes
Observations 226 168 230 226 168 230
Adjusted R-Squared 0.136 0.163 0.123 0.124 0.181 0.110

15



Table IA.XI
Return to school difference-in-differences regressions

The dependent variables are indicators for returning to school by five years after the sample period
(2011 for the samples of 2004-2006 bank employees, and 2005 for the 1998-2000 samples of bank
employees). All regressions are OLS. RMBS is an indicator for being an RMBS banker as opposed
to a non-RMBS banker as of the sample period. Post is an indicator for being in the 2004-2006
sample. RMBS × Post is the interaction of RMBS and Post, which captures the differential change
from 1998-2000 to 2004-2006 returning-to-school trajectories for RMBS bankers compared to CMBS
and non-mortgage ABS bankers. The regressions analyze RMBS and non-RMBS non-signer samples
from 2004-2006 and 1998-2000 (signers are not included). Clustered (by underwriter) standard errors
are in parentheses. *represents 10% significance, **represents 5% significance, ***represents 1% significance.

(1) (2) (3)

Mean 0.157 0.109 0.112

RMBS×Post -0.033
(0.046)

RMBS -0.020 0.010
(0.053) (0.032)

Post 0.108*** 0.135***
(0.033) (0.046)

Age -0.009*** -0.008*** -0.007***
(0.004) (0.003) (0.002)

MBA -0.025 0.025 0.031
(0.089) (0.071) (0.063)

Top 25 Alma Mater 0.050 0.048 0.043
(0.049) (0.070) (0.036)

Bank Fixed Effects Yes Yes Yes
Position Level Fixed Effects Yes Yes Yes
Include ABS Sample Yes No Yes
Include 1998-2000 Sample No Yes Yes
Observations 210 174 313
Adjusted R-Squared 0.058 0.099 0.090
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