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Bank failures are surprisingly common in the US...
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...and smaller firms are particularly reliant on banks

Yet little known about firm-level consequences of bank shocks
for small firms
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This paper: new data + bank failure effects on firms

� 36M loan documents (2000 through present)
� (D&B) $ (Orbis)

� Difference-in-differences (DiD) w/ 179 bank failures
� Two quasi-experiments

1 Failure of healthy bank
2 Sudden discovery of large-scale fraud
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Preview of results: hidden harms of bank resolution

� 6.7 percentage points (44%)
� 4.4 percentage points (32%)
� Effects are : observed for up to 10 years after failure

� across bank failures
� Some failures actually firm-performance
� Analyzing likely drivers of differences (work in progress)
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UCC Filings by County

Back
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Good coverage of micro establishments
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Staggered treatment design: local projection DiD

yi,t+h � yi,t−1 = βh∆Di,t + γhXi,t + eh
i,t

i , t, h : firm, calendar year, time horizon

yi,t : outcome variable

Di,t : treatment indicator

Xi,t : firm age + firm age 2 + bank size +

firm size � year � industry � county fixed effects

SE clustering : bank + year level
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Affected firms much more likely to cease operating

SE clustering Alt. estimators Alt. bank-level controls Alt. treatment definitions Switching behavior

Varying match quality Panel balancing Non-stagger vs. full stagger Event study Placebo

Spatial spillovers Scaled Employment growth Revenue growth 10 / 21



Identification: no anticipation & parallel trends

� Statistical tests of switching behaviour pre-failure
� Include switchers in treated group
� Flat pre-trend / event studies
� Deposits unresponsive pre-failure

� Flat pre-trend / event studies
� FDIC Inspector General reports

� Exogeneity in timing of bank failure: FBOP & Colonial Bank
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