

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Financial Guarantors and the 2007-2009 Credit Crisis

	
    
        
            
            







    
    










    
    
    
    











			
                    AFA 2011 Denver Meetings Paper
 
        

    
	

	
	
		
		
			60 Pages
		
		

		Posted: 17 Mar 2010
		
			Last revised: 21 Nov 2010
		
		
	

	
		
			
			




	See all articles by Siddharth Bhaskar ShenaiSiddharth Bhaskar Shenai
Harvard Business School
Randolph B. Cohen
Harvard Business School - Finance Unit
Daniel Bergstresser
Brandeis International Business School


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: March 15, 2010

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		More than half of the municipal bonds issued between 1995 and 2009 were sold with bond insurance. During the credit crisis the perceived credit quality of the financial guarantors fell, and yields on insured bonds exceeded yields on equivalent uninsured issues. It does not appear that either property and casualty insurers or open-end municipal mutual funds were dumping insured bonds; analysis of holdings data indicates that their propensity to sell bonds was unusually low for the issues insured by troubled insurers. At least on a bond-by-bond basis, the yield inversion phenomenon is also not explained by the rapid liquidation of Tender Option Bond (TOB) programs, which disproportionately held insured issues. Finally, during the recent crisis the insured bonds have become significantly less liquid than uninsured municipal debt. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Municipal bonds, financial guarantors

	
	

	
    

    
	

	
	
		JEL Classification: G1

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Shenai,  Siddharth Bhaskar and Cohen,  Randolph B. and Bergstresser,  Daniel, Financial Guarantors and the 2007-2009 Credit Crisis (March 15, 2010). AFA 2011 Denver Meetings Paper,  Available at SSRN: https://ssrn.com/abstract=1571627 or http://dx.doi.org/10.2139/ssrn.1571627 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Siddharth Bhaskar Shenai

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Harvard Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Harvard Business School  ( email )

			

			
			
				
				
				
					Soldiers Field Road
Morgan 270C
Boston, MA  02163
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Randolph B. Cohen

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Harvard Business School - Finance Unit  ( email )

			

			
			
				
				
				
					Boston, MA  02163
United States
617-495-6674 (Phone)
617-496-6592 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Daniel Bergstresser (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Brandeis International Business School  ( email )

			

			
			
				
				
				
					Waltham, MA  02454
United States
6174162324 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      466

			

		
		
		
			Abstract Views

			    2,970

		

		
		 
		
			Rank

			  114,051

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       15 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    American Finance Association Meetings (AFA)

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                American Finance Association Meetings (AFA)

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,237

                                    

                                    
                                        PAPERS

                                            1,056

                                    

                                

                                
                            

                        

                    

                
	
                    Mutual Funds, Hedge Funds & Investment Industry eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Mutual Funds, Hedge Funds & Investment Industry eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,978

                                    

                                    
                                        PAPERS

                                           17,673

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    History of Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                History of Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              769

                                    

                                    
                                        PAPERS

                                            2,733

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Underpricing and Market Power in Uniform Price Auctions

                        
                            By
                                
                                
                                    
                                    Ilan Kremer
                                     and 
                                
                                    
                                    Kjell G. Nyborg
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Underpricing and Market Power in Uniform Price Auctions

                        
                            By
                                
                                
                                    
                                    Ilan Kremer
                                     and 
                                
                                    
                                    Kjell G. Nyborg
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Flexible Estimation of Demand Schedules and Revenue Under Different Auction Formats

                        
                            By
                                
                                
                                    
                                    Robert Feldman
                                     and 
                                
                                    
                                    Vincent R. Reinhart
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Strategic Behaviour and Underpricing in Uniform Price Auctions: Evidence from Finnish Treasury Auctions

                            
                                By
                                    
                                    
                                        
                                        Matti Keloharju, 
                                        
                                    
                                        
                                        Kjell G. Nyborg, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Tilting the Supply Schedule to Enhance Competition in Uniform-Price Auctions

                            
                                By
                                    
                                    
                                        
                                        Marco Licalzi
                                         and 
                                    
                                        
                                        Alessandro Pavan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Treasury Bill Auctions: Issues and Uses

                            
                                By
                                    
                                    
                                        
                                        Leonardo Bartolini
                                         and 
                                    
                                        
                                        Carlo Cottarelli
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Underpricing in Discriminatory and Uniform-Price Treasury Auctions

                            
                                By
                                    
                                    
                                        
                                        David Goldreich
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Underpricing in Discriminatory and Uniform-Price Treasury Auctions

                            
                                By
                                    
                                    
                                        
                                        David Goldreich
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Auction Format Matters: Evidence on Bidding Behavior and Seller Revenue

                            
                                By
                                    
                                    
                                        
                                        Robert Feldman
                                         and 
                                    
                                        
                                        Vincent R. Reinhart
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Auctions: Theory and Possible Applications to Economies in Transition

                            
                                By
                                    
                                    
                                        
                                        Robert Feldman
                                         and 
                                    
                                        
                                        Rajnish Mehra
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
