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Empirical application

The empirical application tests level and marginal predictions from the model using U.S. banks data and the 2023 Regional Banking Crisis shock.
This paper makes two main contributions:
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Note: The reference date for the index is June 30th, 2020. ‘Loser’ refers to banks with a negative quarter-on-quarter ~ Note: The figure displays the coefficient estimates from the event study specification:

change in total deposits from December 31st, 2022 to March 31st, 2023. Conversely, ‘gainer’ refers to banks that loansiﬂg =a+ Z?:—s Wy - ¢ - Loser; + fr + fi + €;,+ where loansi,t is the logarithm of total loans for bank
Clustered (Bank) standard-errors in parentheses | S/gn/f Codes: *** 0.07, ** 0.05, * 0.1 had a positive quarter-on-quarter change in total deposits from December 31st, 2022 to March 31st, 2023. i attime t, 7¢ is an indicator variable for each time period ¢ relative to the last quarter before the shock, i.e.
Silvergate Capital Corporation, Signature Bank, and Silicon Valley Bank were excluded from the sample. There are December 31, 2022; Loser; is a dummy variable equal to 1 for banks that lost deposits and 0 otherwise; f; and f;

Note: AA;_1 is the insured deposit ratio in the previous quarter. Ip is an indicator variable that equals 1 if the bank is deposit-funded, a bank is classified as deposit-funded if their deposit/liability ratio exceeds the 66th percentile at least 198 losers  and 169 ‘gainers’ in the sample. represent time and bank fixed effects, respectively; and €; ¢ is the error term,

half of the time. Iy p is an indicator variable that equals 1 if the bank is non-deposit-funded, a bank is classified as non-deposit-funded if their deposit/liability ratio is below the 33rd percentile at least half of the time. A one-standard
deviation increase in the insured deposit ratio is associated with a 238 basis points (0.17 X 0.14) increase in the Loan-to-Deposit ratio for deposit-funded banks and a 374 basis points (0.17 x-0.22) decrease in non-deposit-funded banks.




