

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Crisis-Related Shifts in the Market Valuation of Banking Activities

	
    
        
            
            







    
    










    
    
    
    











			
                    Columbia Business School Research Paper No. 13-31
 
        

    
	

	
	
		
		
			61 Pages
		
		

		Posted: 18 Apr 2013
		
		
		
	

	
		
			
			




	See all articles by Charles W. CalomirisCharles W. Calomiris
Columbia University - Columbia Business School; National Bureau of Economic Research (NBER)
Doron Nissim
Columbia University - Columbia Business School


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Crisis-Related Shifts in the Market Valuation of Banking Activities

								
							
							
							
								Columbia Business School Research Paper No. 13-31
							

							
							
								
									Number of pages: 61
								
								
									Posted: 18 Apr 2013
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  220
							
						

					

					
					

					
						
							
						

						
							
								
									Crisis-Related Shifts in the Market Valuation of Banking Activities
									

								
							
							
							
								NBER Working Paper No. w17868
							

							
							
								
									Number of pages: 53
								
								
									Posted: 24 Feb 2012
								
								
									Last Revised: 29 Apr 2023
								
							

							
						

						
							
							Downloads
							   73
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: March 1, 2013

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We examine changes in banks’ market-to-book ratios over the last decade, focusing on the dramatic and persistent declines witnessed during the financial crisis. The extent of the decline and its persistence cannot be explained by the delayed recognition of losses. Rather, it is declines in the values of intangibles – including customer relationships and other intangibles related to business opportunities – along with unrecognized contingent obligations that account for most of the persistent decline in market-to-book ratios. Changes in the business environment since the financial crisis have led investors to associate little value with intangibles. Changing market perceptions of the consequences of leverage also affected the way investors value banks; prior to the crisis, higher leverage, ceteris paribus, was associated with greater value (reflecting the high relative cost of equity finance), but during and after the crisis, as default risk concerns came to the fore, lower leverage was associated with greater value. After controlling for other influences, dividend payments (a signal of management and regulatory perceptions of the persistence of financial strength) matter for market values, and this effect increases during and after the crisis. “Carry-trade” effects from taking on interest rate risk are also apparent. The flattening of the yield curve during and after the crisis is associated with reduced valuation effects from duration mismatch between assets and liabilities. 
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