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Abstract

Using variation in bank scope generated by the stepwise repeal of the Glass-Steagall Act
in the US, we show that the deregulation of universal banks allowed them to finance firms
with 14% higher volatility. This increase in risk is compensated by lasting improvements
in firms’ total factor productivity of 3%. Using bank scope-expanding mergers to identify
shocks to universal banks’ private information about borrower firms, we provide evidence
that informational economies of scope across loans and non-loan products account for
the firm-level real effects of universal banking.
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Alexander Wagner, Jeffrey Wurgler and Alminas Žaldokas, as well as seminar participants at New York
University Stern School of Business, New York University (Department of Economics), Federal Reserve
Bank of Boston, HEC Paris, London Business School, Cambridge Judge Business School, University of
Cambridge (Faculty of Economics), Stockholm School of Economics, Brown University, Federal Reserve
Bank of New York, University of Illinois at Urbana-Champaign, Federal Reserve Board of Governors,
Federal Reserve Bank of Philadelphia, Einaudi Institute for Economics and Finance Rome, Collegio
Carlo Alberto, University of Amsterdam, University of Wisconsin at Madison, Brandeis University, the
2014 Federal Deposit Insurance Corporation and Journal of Financial Services Research Annual Bank
Research Conference, the 2014 Annual Cambridge-Princeton Conference, the 2014 Bocconi-Center for
Applied Research in Finance International Banking Conference, the 2015 European Winter Finance
Conference, and the 2015 Swiss Winter Conference on Financial Intermediation for their comments and
suggestions.

∗Corresponding author. Email address: farzad.saidi@hhs.se (F. Saidi). Tel.: +46-8-736-9150; fax:
+46-8-31-81-86.



Download English Version:

https://daneshyari.com/en/article/7361875

Download Persian Version:

https://daneshyari.com/article/7361875

Daneshyari.com

https://daneshyari.com/en/article/7361875
https://daneshyari.com/article/7361875
https://daneshyari.com

