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ABSTRACT

We show that the information on derivatives usage and securitization activities of U.S. banks as
disclosed in their pre-crisis 10-K filings explains extreme equity returns of banks during the fi-
nancial crisis. Stocks of banks that had previously disclosed a more extensive use of financial
derivatives and loan securitization were more likely to experience extreme losses. Our findings are
consistent with investors viewing banks that used derivatives for non-hedging purposes as highly
vulnerable to the crisis. Moreover, banks which had significant securitization activities and were
thus potentially exposed to under-capitalized risks from conduits possess a higher vulnerability of
their equity to market downturns.
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Soenke Sievers, André Uhde, Thomas Werner, and participants of the 2014 Northern Finance Association Annual
Conference and the TAF research seminar at the University of Paderborn. We are grateful to Judith Lameyer, Jan-
ina Mühlnickel, Sara Schmidt, and Christin Schumacher for their outstanding research assistance. Support by the
Collaborative Research Centers “Statistical Modeling of Nonlinear Dynamic Processes” (SFB 823, project A7) and
“Economic Risk” (SFB 649) of the German Research Foundation (DFG) is gratefully acknowledged.

†Otto-Hahn-Str. 6a, D-44227 Dortmund, Germany, telephone: +49 231 755 3142, e-mail: rouven.trapp@tu-
dortmund.de.

‡Corresponding author. Grimmaische Str. 12, D-04109 Leipzig, Germany, telephone: +49 341 97 33821, e-
mail:weiss@uni-leipzig.de.



Download English Version:

https://daneshyari.com/en/article/5088212

Download Persian Version:

https://daneshyari.com/article/5088212

Daneshyari.com

https://daneshyari.com/en/article/5088212
https://daneshyari.com/article/5088212
https://daneshyari.com

