
 

Accepted Manuscript

Fire Sale Discount: Evidence from the Sale of Minority Equity Stakes

Serdar Dinc , Isil Erel , Rose Liao

PII: S0304-405X(17)30126-5
DOI: 10.1016/j.jfineco.2017.06.009
Reference: FINEC 2785

To appear in: Journal of Financial Economics

Received date: 13 October 2015
Revised date: 18 April 2016
Accepted date: 3 October 2016

Please cite this article as: Serdar Dinc , Isil Erel , Rose Liao , Fire Sale Discount: Evi-
dence from the Sale of Minority Equity Stakes, Journal of Financial Economics (2017), doi:
10.1016/j.jfineco.2017.06.009

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.jfineco.2017.06.009
http://dx.doi.org/10.1016/j.jfineco.2017.06.009


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

 

 

 

 

 

 

1 

 Fire Sale Discount: 

Evidence from the Sale of Minority Equity Stakes 

December 4, 2016 

Serdar Dinc
a
, Isil Erel

b
, Rose Liao

c,* 

a
 Rutgers Business School, 1 Washington Park, Newark, NJ 07102 

b
 The Ohio State University, 832 Fisher Hall, 2100 Neil Avenue, Columbus, OH 43210 

c
 Rutgers Business School, 1 Washington Park, Newark, NJ 07102 

 

Abstract 

Most empirical studies estimate the impact of fire sales either without the benefit of market 

prices from frequent trades, as with aircraft sales, or without observing transaction prices, as 

with the forced sales of equity securities by mutual funds facing outflows. We observe both by 

studying firms‘ sales of minority equity stakes in publicly listed third parties. We estimate the 

distressed sale discount to be about 8% while controlling for liquidity and for industry, or 

about double the 4% estimated for equity sales by distressed mutual funds. The discount 

becomes 13–14% if the stake sold is more than 5% of the firm or is sold as a block. Prices 

recover after distressed sales. 
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