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		Abstract

		We examine changes in the market valuation of banking activities over the last decade, focusing on the effects of the financial crisis. Our valuation model recognizes that banks create value through the types of assets and liabilities that they create and the various types of risk they undertake (including their leverage, their lending risk, and their interest rate risk). The model also allows for heterogeneous bank income streams, dividend signaling effects, and changes in capitalization rates for income streams over time depending on changing market conditions. This approach explains substantial cross-sectional variation in observed market-to-book values, allowing us to identify the market pricing of various banking activities and changes in market pricing over time. We find that the declines in bank stock values since 2007 reflect declining values of various categories of banking activity and changes in market conditions. Dividend payments matter for market values increasingly over time. "Carry-trade" effects from taking on interest rate risk are also apparent. The effects of leverage on bank valuation changed sign during the crisis; while the market rewarded high leverage with higher market values prior to the crisis, leverage become associated with lower values during and after the crisis. Contrary to the view that the declines in market-to-book values for U.S. banks from 2006-2011 mainly reflect unrecognized losses, we find that other factors explain most of the decline in market-to-book ratios. Although model parameters do change over time, more than three-quarters of the change in market-to-book values that occurred from 2006 to the end of 2008 were predictable based on changes in fundamental determinants of value using the model coefficients estimated in 2006. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Calomiris,  Charles W. and Nissim,  Doron, Crisis-Related Shifts in the Market Valuation of Banking Activities (February 2012). NBER Working Paper No. w17868,  Available at SSRN: https://ssrn.com/abstract=2010400
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Charles W. Calomiris (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Columbia University - Columbia Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Columbia University - Columbia Business School  ( email )

			

			
			
				
				
				
					3022 Broadway
601 Uris, Dept. of Finance & Economics
New York, NY  10027
United States
212-854-8748 (Phone)
212-316-9219 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Doron Nissim

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Columbia University - Columbia Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Columbia University - Columbia Business School  ( email )

			

			
			
				
				
				
					NY
United States
212-854-4249 (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

				       73

			

		
		
		
			Abstract Views

			    1,050

		

		
		 
		
			Rank

			  188,765

		

		
	


	
		
            
            	       11 Citations
		

	

	
		
			
				       43 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

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

                                
                                    
                                        FOLLOWERS

                                           12,251

                                    

                                    
                                        PAPERS

                                           32,626

                                    

                                

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

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

                                
                                    
                                        FOLLOWERS

                                            2,566

                                    

                                    
                                        PAPERS

                                           40,671

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Financial Crises eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Crises eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,715

                                    

                                    
                                        PAPERS

                                            7,254

                                    

                                

                                
                                    
                                        This Journal is curated by:

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

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Marking to Market: Panacea or Pandora's Box?

                        
                            By
                                
                                
                                    
                                    Guillaume Plantin, 
                                    
                                
                                    
                                    Haresh Sapra, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Mark-to-Market Accounting and Liquidity Pricing

                        
                            By
                                
                                
                                    
                                    Franklin Allen
                                     and 
                                
                                    
                                    Elena Carletti
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Accounting in and for the Subprime Crisis

                        
                            By
                                
                                
                                    
                                    Stephen G. Ryan
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Crisis of Fair Value Accounting: Making Sense of the Recent Debate

                            
                                By
                                    
                                    
                                        
                                        Christian Laux
                                         and 
                                    
                                        
                                        Christian Leuz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Did Fair-Value Accounting Contribute to the Financial Crisis?

                            
                                By
                                    
                                    
                                        
                                        Christian Laux
                                         and 
                                    
                                        
                                        Christian Leuz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Did Fair-Value Accounting Contribute to the Financial Crisis?

                            
                                By
                                    
                                    
                                        
                                        Christian Laux
                                         and 
                                    
                                        
                                        Christian Leuz
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Characteristics of Securitizations that Determine Issuers' Retention of the Risks of the Securitized Assets

                            
                                By
                                    
                                    
                                        
                                        Weitzu Chen, 
                                        
                                    
                                        
                                        Chi-chun Liu, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Value Relevance of FAS 157 Fair Value Hierarchy Information and the Impact of Corporate Governance Mechanisms

                            
                                By
                                    
                                    
                                        
                                        Chang Joon Song, 
                                        
                                    
                                        
                                        Wayne B. Thomas, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fair Value Accounting and Financial Stability

                            
                                By
                                    
                                    
                                        
                                        Andrea Enria, 
                                        
                                    
                                        
                                        Lorenzo Cappiello, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Investors Perceive Marking-to-Model as Marking-to-Myth? Early Evidence from FAS 157 Disclosure

                            
                                By
                                    
                                    
                                        
                                        Kalin S. Kolev
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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-l200 in   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

