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We provide evidence that disclosure of lending by geographic area under the Community 
Reinvestment Act incurs public pressure and thus has real effects on reporting banks. Banks 
were required to report locations of small business lending, assisting community activists to 
press for loan underwriting that may not maximize shareholder value. We exploit the 2005 
reform that exempted the geographic lending reports and thus allowed banks perceiving high 
costs of disclosure to stop doing so. Using a large sample of exempt banks, we find that after the 
exemption, non-disclosing banks, relative to ones that continue to disclose lending locations, 
experience a decrease in non-performing loans for commercial lending but not for other lending. 
Various robustness analyses support the view that geographic lending disclosure adversely 
influenced loan underwriting quality of banks that subsequently took the exemption. 
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1. Introduction 

Understanding how disclosure policies influence reporting firms’ real decisions is of 

first-order importance in accounting research (Bushman and Smith 2001; Kanodia and Sapra 

2016; Leuz and Wyscoki 2016). Much of existing work focuses on disclosures used by capital 

providers, showing that better disclosure and financial reporting give rise to more efficient 

corporate decisions by reducing frictions in raising external capital and improving investors’ 

monitoring (Bens and Monahan 2004; Biddle and Hilary 2006; Hope and Thomas 2008; Biddle 

et al. 2009; Beatty et al. 2010; Chen et al. 2011; Cheng et al. 2011; Cho 2015). Relatively less 

attention has been devoted to understanding the potential influence of disclosure on firms’ 

behavior through public pressure. 

In this paper, we investigate how banks’ geographic lending disclosures draw public 

scrutiny and consequently affect their loan underwriting. The Community Reinvestment Act of 

1977 (CRA) provides that deposit-taking institutions (“banks”) have an affirmative and 

continuing obligation to serve the credit needs of local communities in which they collect 

deposits. In addition to periodic CRA examinations, regulators compel banks to disclose in 

annual CRA reports locations as well as sizes of lending to small businesses. The purpose is to 

arm the public and communities with more data so that by analyzing the geographic and 

demographic distribution of lending activities, they can target banks with poor CRA records and 

press for more loans to neighborhoods with limited access to credit (Fishbein 1992; Zinman 2002; 

Apgar and Duda 2003).  

Community organizations levy pressure on banks by threatening to intervene in their 

current or future application for mergers and acquisitions, changes in deposit insurance, branch 

openings or relocations, or national bank charters. These organizations can protest and call for 
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public hearings on the ground of inadequacies in the CRA compliance of the applicants. 

Research shows that these challenges impose substantial costs to applicants by delaying or 

jeopardizing approvals and thus pressure banks to make concessions (Johnson and Sarkar 1996; 

Gramm 2003). Besides the threat to applications, community activists can also wage campaigns 

or push for local ordinances that cost banks reputational damage, create negative publicity, and 

provoke customer boycotts (California Reinvestment Committee 2001; Squires 2003). Fearing 

those costs, banks often commit to increasing lending with generous terms to certain geographies, 

usually low- and moderate-income neighborhoods, by voluntarily issuing pledges as an 

“insurance” against the threat or signing agreements with community organizations (Bostic and 

Robinson 2003). The National Community Reinvestment Coalition estimates $4.5 trillion of 

reinvestment dollars committed during 1992-2007.1  

It is unclear a priori whether geographic lending disclosures deteriorate or improve banks’ 

loan underwriting. The CRA reports expose banks’ lending activities to community activists who 

may take actions for their rent-seeking purposes instead of acting in the best interest of banks’ 

shareholders (Macey and Miller 1993; White 1993; Gramm 2003). As such, loans granted under 

the pressure of informed community activists may entail more default given charged interest 

rates. However, advocates contend that geographic lending disclosures can be used by 

communities or other outside parties in helping banks identify and seize profitable lending 

opportunities. These opportunities could have been missed due to lack of local knowledge, racial 

or economic prejudice, or agency issues between loan officers and shareholders (Richardson  

2001; Squires 2003; Barr 2005; Bhutta 2011). Consequently, banks’ loan underwriting quality 

may be improved. Thus, the influence of geographic lending disclosure on reporting banks 

remains contestable and is largely an empirical matter. 
                                                            
1 http://www.ncrc.org/component/k2/item/237-cra-commitments 
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We exploit a reform to the mandatory geographic lending disclosure in 2005. Prior to the 

reform, banks that have more than $250 million in assets or are affiliated with a holding 

company with more than $1 billion in assets (then “large banks”) were required to disclose the 

amount of small business lending by geographic area (i.e., aggregation across census tracts 

within a county by tract-income category; see Figure 1 for example).2 In 2005, bank regulators 

raised the threshold for large banks to assets of $1 billion without regard to holding company 

affiliation. Banks with assets between $250 million and $1 billion are referred to as intermediate 

small banks, representing 24% of banks and 26.6% of small business lending, and are exempt 

from the requirement of CRA reports (hereafter “exempt banks”). While banks must still disclose 

total small business loans outstanding via Call Reports, lack of information on lending at a 

disaggregated geographic level potentially hinders the ability of community groups to analyze 

and criticize banks’ lending. Naturally, this reform incurred huge objection from communities. 

For example, in the comment letter to the proposed exemption, Pittsburgh Community 

Reinvestment Group (PCRG) states: 

PCRG’s success at driving neighborhood investment has been a direct result 
of our ability to understand institutional investment through publicly 
available data. This data ensures transparency on bank lending and 
investment practices and allows us to work with those institutions to target 
investment to those neighborhoods that have the greatest need. The loss of 
mandated reporting would be a crippling blow to our ability to understand 
and encourage the flow of capital into our neighborhoods. We ask that you 
not bow to industry pressure to reduce reporting requirements for mid-sized 
institutions. 

 

                                                            
2 For example, Wachovia Bank discloses that in 2002, in Albany County, NY, it granted $0, $0, $177,000, and 
$50,000 small business loans in low-, moderate-, middle-, and upper-income areas, respectively. Low-income 
(moderate-income) areas are the census tracts with median family income less than 50% (at least 50% and less than 
80%) of the state non-metropolitan median family level, whereas middle-income (upper-income) areas are the 
census tracts with median family income at least 80% and less than 120% (at least 120 percent) of the state non-
metropolitan median family level. The U.S. Department of Housing and Urban Development publishes 
classifications of each census tract annually.  
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We observe that among exempt banks, slightly more than half stopped filing the CRA 

reports after 2005. The revealed preferences suggest that non-disclosing banks likely perceived 

high costs of releasing lending locations in comparison to those that continue to report and likely 

receive low costs or even benefits from such disclosure. Consequently, the exemption represents 

a shock to non-disclosing banks’ disclosure policy while leaving disclosing ones unaffected. 

Because of the weakened ability of community organizations to watch and press banks after the 

exemption, we should observe a decrease in non-performing loans for non-disclosing banks 

(“public pressure hypothesis”).  

Examining this reform is particularly advantageous to answer our research question 

whether geographic lending disclosure influences loan underwriting. First, the reform provides 

an opportunity to conduct a “changes-over-time” analysis, and we can compare the change in 

loan performance for non-disclosers versus disclosers. The difference-in-differences approach 

removes any permanent difference between non-disclosing and disclosing banks and any 

common trend affecting both groups.3 Second, as the exemption applies only to small business 

lending, we expect non-disclosure of lending locations to have an impact only on commercial 

lending, of which the majority are small business loans, but not on other lending within the same 

bank.4 The ability to contrast the disclosure impacts on performance of one loan type (i.e., 

commercial loans) with the other (i.e., other loans) within the same bank increases the reliability 

of conclusions by controlling for potential confounding effects associated with unobservable 

bank characteristics. A third advantage is that the exemption is initiated by an inquiry pre-

scheduled in 1995 as opposed to a response to crisis or scandals, after which bank performance 

                                                            
3 We do not need to measure changes in disclosure quality as the dichotomy nature of reporting versus non-reporting 
provides a clear indication. See Leuz and Wysocki (2016) for the challenges in measuring disclosure quality. 
4 The disclosure requirement applies also to small farm loans. We do not focus on this type of loans due to their 
small magnitude in aggregate. For example, in 2004, $18 billion of small farm loans were originated in contrast to 
$288 billion origination of small business loans.    
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may improve as part of a mean-reverting process in the absence of regulatory action. During the 

reform of CRA in 1995, bank regulators committed to reviewing the CRA regulation in 2002. 

The exemption of geographic lending disclosure in 2005 results from the fulfillment of that 

commitment and reflects regulators’ goal of eliminating unnecessary compliance burden. Thus 

our analysis around the 2005 event is less prone to pick up consequences of preceding events that 

might have given rise to the reform in the first place.  

 The empirical analysis employs a difference-in-differences approach to a constant sample 

of commercial banks with assets between $250 million and $1 billion in a six-year window 

around the reform (2002-2007). The treatment group consists of banks that file CRA reports 

before the exemption but stop doing so after the exemption. The control group consists of banks 

that file CRA reports both before and after the exemption. We observe that treatment banks 

exhibit greater commercial lending, shareholders’ equity, and non-performing loans, in 

comparison to control banks, consistent with the notion that the cost of disclosing detailed 

information on locations and sizes of small business lending is greater for treatment banks. 

In the primary analysis, we find that holding interest income as well as other bank 

characteristics constant, after the exemption treatment banks exhibit a decrease in non-

performing commercial loans by 18% relative to the mean level, in comparison to control banks, 

supporting the public pressure hypothesis. In other words, as the ability of community groups to 

scrutinize CRA records diminishes because of non-disclosure of lending locations, banks have 

more flexibility in underwriting loans that benefit shareholders. In contrast, we do not find a 

similar pattern for other loans, suggesting that improvements occur only for commercial loan 

underwriting. This result increases our confidence that results are driven by the exemption of 
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disclosing locations of small business lending and not by some bank characteristics associated 

with overall loan performance. 

We assess to what extent our finding is attributable to non-disclosure of lending locations 

as opposed to other economic forces such as reverse causality, preexisting trends, CRA 

examinations by regulators, or tightened credit standards for small businesses. First, we examine 

the dynamic effects of the reform by tracing the timing of changes in non-performing 

commercial loans. We find no decline in non-performing commercial loans in the year prior to 

the exemption, suggesting no influence of changes in commercial loan performance on 

subsequent disclosure decisions. The decline manifests itself in the second and third years 

subsequent to the exemption, consistent with the notion that revelation of loan quality takes 

about six quarters (Glennon and Nigro 2005). Second, we conduct a falsification test of the 

sample banks during 2001-2004, assuming 2002 as a pseudo effective year of the reform. We do 

not observe significant different changes in commercial loan performance between treatment and 

control banks. Thus preexisting divergent trends in loan performance unlikely explain our results. 

Third, our findings are robust to excluding years when banks are subject to CRA examinations, 

suggesting the effect of geographic lending disclosure is distinct from that of direct regulatory 

oversight (Agarwal et al. 2012). Finally, we find that the total amount of small business loans 

outstanding does not change around the exemption for non-disclosing banks compared with 

disclosing ones, suggesting that improved loan performance stems from better allocation of 

credit (i.e., higher underwriting quality) as opposed to a mere rise in credit standards, which 

would reduce both non-performing loans and the total amount of small business loans 

outstanding. 
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For implications to shareholder value, we find that overall bank performance measured as 

returns on equity of treatment banks is significantly improved relative to that of control banks 

after the exemption, in line with the public pressure hypothesis that non-disclosure of lending 

locations lowers costs for treatment banks by relieving pressure from community activists. The 

results do not appear to reflect mere savings on compliance costs as using returns on equity 

before noninterest expense does not alter our inference.  

We provide three additional pieces of evidence to address concerns on potential 

correlated omitted variables and confirm the connection between non-disclosure and 

improvements in loan underwriting quality. First, two metrics are developed to capture the 

intensity of community scrutiny (i.e., the share of community and social workers and the 

proportion of CRA-related small business loans). We find a greater reduction in non-performing 

commercial loans for banks under more scrutiny of community activists prior to the exemption. 

Second, to disqualify the possibility that the results are related to differences between the two 

groups of banks before the exemption, we show that the results are robust to a sample of matched 

banks, in which treatment and control banks are indistinguishable in their observable 

characteristics over the pre-event years (2002-2004). Finally, we adopt a regression-discontinuity 

design that potentially affords tighter identification within banks around the threshold of $1 

billion assets. Treatment banks with assets between $750 million and 1$ billion and banks in the 

assets range of $1 billion to $1.25 billion (hence mandatory disclosers) should experience similar 

economic forces other than the exemption for geographic lending disclosure. We continue to find 

robust results in this design. 

This study contributes to the literature in several ways. First, we add to the real effects of 

disclosure literature by showing that disclosures, besides informing capital providers, draw 
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public pressure that alters reporting firms’ real decisions. The findings improve our 

understanding of the role of nontraditional information users in overseeing business activities 

(Miller 2006; Dyck et al. 2008; 2010). Two recent studies show that poor disclosure or financial 

reporting increases public scrutiny and thus changes firm behavior. Chakravarthy et al. (2014) 

find that after a serious restatement firms target local communities as part of their public 

reputation repair strategies. Dyreng et al. (2016) demonstrate that noncompliance with disclosure 

requirements for subsidiary locations attracts public shaming campaign of an activist group and 

thus affects subsequent disclosure and tax avoidance. Our evidence suggests that better 

disclosure can draw more public pressure in the context of geographic lending disclosure and 

thus complements their findings. 

Relatedly, this paper also contributes to the corporate social responsibility (CSR) 

disclosure literature. Disclosing CSR activities has been shown to either benefit or cost 

shareholders (Dhaliwal et al. 2011, 2012; Grewal et al. 2016; Christensen et al. 2017; Ioannou 

and Serafeim 2017). We provide evidence that releasing geographic lending information 

pertaining to CSR reduces shareholder value, corresponding to the cost side of CSR disclosure. 

Our evidence in the banking industry, taken together with findings in other sectors, extends the 

generalizability of costly CSR disclosure theory.5 

Second, the proprietary cost literature argues that concerns about releasing proprietary 

information impede disclosure, as such information can be exploited by rivals such as product 

market competitors and labor unions to the disadvantage of reporting firms. (Harris 1998; 

Bamber and Cheon 1998; Berger and Hann 2003, 2007; Leuz, 2004; Botosan and Stanford, 2005; 

                                                            
5 Gleaser and Guay (2017) advocate: “Because the perfectly identified and generalizable research design is rare, if 
not unattainable, identifying causal relationships for important accounting research questions is most likely to come 
from a mosaic of studies that collectively update our priors. We refer to this mosaic as a ‘Bayesian approach to 
causal inference,’ in the sense that each well-executed study on a particular topic offers evidence that researchers 
use to update their priors on the applicability and generalizability of the theory being tested.” 
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Li 2010; Bens et al. 2011; Cho 2015; Bova et al. 2015; Bernard 2016). We demonstrate that 

revealing lending locations incurs pressure from community activists and thus identify another 

important stakeholder exploiting proprietary information.6 

Finally, our research informs the cost-benefit analysis of the disclosure mandate of CRA 

by demonstrating costs of disclosing lending locations borne by banks.7 While the costs need to 

be weighed against possible social gains, we view quantifying the costs to banks as a critical first 

step towards a comprehensive evaluation. The recent Section 1071 of the Dodd-Frank Wall 

Street Reform and Consumer Protection Act of 2010, with the purpose similar to CRA’s of 

directing lending to meet the credit needs of traditionally underserved neighborhoods, requires 

the Consumer Financial Protection Bureau to improve the publicly available small business loan 

data by including the race and gender of the small business loan applicants and other details. Our 

evidence suggests that such disclosure regulation may deteriorate some banks’ loan underwriting 

quality.  

The rest of the paper proceeds as follows. Section 2 presents institutional background on 

CRA and disclosure requirements and develops hypotheses. Section 3 describes data and 

variable measurement. Section 4 presents empirical results from tests of the hypotheses and a 

number of robustness tests, and Section 5 concludes.  

 

2. Background and Hypothesis  

                                                            
6  The segment disclosure literature suggests that revealing financial information at the segment level creates 
competitive and agency concerns (Harris 1998; Berger and Hann 2003; Leuz 2004; Botosan and Stanford 2005; 
Berger and Hann 2007; Hope and Thomas 2008; Bens et al. 2011; Cho 2015). The geographic lending disclosure 
has little bearing on these concerns as it does not contain disaggregate profits and thus is arguably of little use to 
shareholders and competitors (Hope and Thomas 2008). 
7 Our study also answers the call for more research on the consequences of broad disclosure regulation by Leuz and 
Wysocki (2016): “The widespread use of disclosure regulation in many different areas underscores the importance 
of disclosure and transparency as a research topic that goes beyond corporate reporting. Thus, in our view, 
understanding the economic effects of disclosure regulation is of first-order importance, not just for accounting and 
finance.” 
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2.1 Community Reinvestment Act  

The Community Reinvestment Act of 1977 was passed by Congress in response to 

critiques that federally insured banking institutions were not making sufficient credit available  

(e.g., “redlining”) to local areas in which they acquire deposits.8  This congressional action 

imposes a continuing affirmative obligation on banks to meet the credit needs of these 

communities, in particular low- and moderate-income neighborhoods, in a manner consistent 

with safety and soundness concerns. Congress directed the appropriate regulatory agency with 

supervisory responsibility for each type of depository institution (a) to assess its compliance of 

meeting the credit needs of its community and (b) to consider the compliance as well as 

objections from any interested parties when acting on an application by such an institution for  

mergers and acquisitions, changes in deposit insurance, branch openings or relocations, and 

national bank charters.  

To meet the first directive, the agencies regularly examine each institution, write up an 

evaluation of the institution’s compliance, and assign a rating among four categories 

(outstanding, satisfactory, needs to improve, and substantial noncompliance). 9  Specifically, 

during the lending test, regulators review loan-to-deposit ratios, the percentage of loans in an 

assessment area, lending to borrowers of different revenues, geographical distribution of loans 

across different income levels, and actions on complaints. Since CRA does no impose specific 

lending quotas or benchmarks, the examination remains largely subjective and has been 

criticized on the basis of inflated ratings (Belsky et al. 2000; Thomas 1998, 2000). In a report 

                                                            
8 The CRA does not apply to credit unions, insurance companies, securities companies, or other nonbank institutions.  
9 Apgar and Duda (2003) summarize: “Examiners are directed to apply the relevant test in the context of the 
particular institution and the market in which it operates. This ‘performance context’ is defined to include 
information about the economic and demographic characteristics of the institution’s assessment area; lending , 
investment, and service opportunities in that area; the institution’s product offerings and business strategy; its 
capacity and constraints; its past performance and the performance of similarly situated lenders; information and 
public commentary contained in the institution’s public CRA file; and any other information the regulator deems 
relevant.” 
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issued by the National Community Reinvestment Coalition, Taylor and Silver (2009) show that 

over 98% of banks receive a satisfactory CRA rating or better during 1997-2007. While Agarwal 

et al. (2012) find evidence that banks underwrite more loans to CRA-eligible areas (i.e., low-

income areas) around examination dates and these loans default more often than those 

underwritten during other periods, this evidence is challenged by Reid et al. (2013). Overall, 

CRA examinations appear to have limited enforcement power. 

In contrast, the second directive is recognized by banks, regulators, and community 

advocates as a potent enforcement tool (Belsky et al. 2000). When applications are pending, 

community groups can submit written protests and call for public hearings that could influence 

regulators to rule against applicant banks.10 The protests delay or preclude an approval, or create 

adverse publicity harms to banks’ reputation and customer base. Using a sample of public banks, 

Johnson and Sarkar (1996) estimate a significantly negative excess return of -1.79% on the 

initiation day of CRA protests and no reversal when the protests are resolved.  

Besides the two directives, community activists can wage campaigns that create negative 

publicity and provoke customer boycotts (California Reinvestment Committee 2001; Squires 

                                                            
10 The protests occur even when the bank in question has received a high CRA rating in recent examinations. For 
example, in March 1991, Manufacturers Hanover Trust Co. of New York received an “outstanding” CRA rating. 
Less than three weeks later, its attempt to acquire thirteen branch offices of another bank was challenged by 
community activists on the ground that the bank failed to live up to its community reinvestment responsibility 
(Corman 1991). The challenges are against not only mergers and acquisitions but other applications. For example, 
when Ameritrust sought approval to restructure several branch offices in Cleveland in order to cut costs, its 
application was resisted by community activists and members of the city council despite the bank’s the second-
highest CRA rating received from the Office of Comptroller of the Currency (Braitman 1991). 
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2003),11 or push for local “responsible banking” ordinance that requires banks seeking to do 

business with the city or hold city deposits engage in more CRA-related lending.12  

Anticipating the sizable costs associated with those challenges, banks commit to 

increasing lending to certain areas, typically poor neighborhoods, by either voluntarily adopting 

CRA programs or negotiating agreements with community organizations or local governments. 

For instance, in 2004, Bank of America committed $125 billion on a voluntary basis to small 

business lending in a 10-year span starting in 2005.13 Another example is that J.P. Morgan, when 

acquiring Bank One, signed an agreement with Chicago CRA Coalition to commit the same 

market share of lending for low- and moderate- income neighborhoods as for middle- and upper- 

income neighborhoods in the six-county Chicago area. The public pressure also influences banks’ 

lending decisions in the ordinary course of business as Bates and Robb (2015) show that 

community activists’ agenda predominantly affects banks’ loan-application approvals in a large 

sample.  

 

2.2. Geographic Lending Disclosure 

Bank regulators issued the regulation of 1995 to better implement CRA, following the 

rationale for the Home Mortgage Disclosure Act (HMDA) of 1975 that providing the public 

lending information can discourage certain behaviors via public scrutiny (“regulation from 

below”). The regulation of 1995 compelled large banks to file the CRA reports annually for 

                                                            
11 Squires (2003) gives an example: “Two Chicago groups, the Organization for a Better Austin and the Northwest 
Community Organization, asked local banks to permit community input in the review of loan applications. They 
were rebuffed, so more aggressive tactics were employed. For example, organizers assembled area residents to open 
and close $1 checking accounts on Saturday afternoons, flooded bank floors with pennies, and arranged boycotts, 
effectively prohibiting the banks from conducting normal business on those days.”  
12 See “Keeping Banks Accountable to Our Communities: Report from a National Convening on Local Responsible 
Banking Ordinances,” available at https://www.anhd.org/wp-content/uploads/2011/07/Keeping-Banks-Accountable-
final1.pdf 
13 http://www.bizjournals.com/stlouis/stories/2004/10/25/daily4.html 
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small business lending, defined as loans under $1 million including both commercial and 

industrial loans and commercial real estate loans. The CRA reports are available from a bank’s 

main office or branch, the Federal Financial Institutions Examination Council (FFIEC), or public 

data libraries.14 Large banks were banks with more than $250 million in assets as of both the 

prior two-year ends or are affiliated with a holding company with more than $1 billion in assets 

as of both the prior two-year ends. Specifically, large banks are required to break out the number 

of loans and total amount into: (a) origination amount smaller than $100,000, (b) between 

$100,000 and $250,000, (c) between $250,000$ and $1 million, and (d) loans to businesses with 

gross annual revenues of $1 million or less. Large banks must report the four categories by 

geography defined as a group of census tracts within a county based on the tract median family 

income relative to the area median income.15 Figure 1 provides an excerpt from Wachovia 

Bank’s CRA reports in 2002. 

CRA data complement the small business loan data reported by banks in Schedule RC-C 

Part II of Call Reports in two important ways. First, Call Reports provide the total number and 

amount of all small business loans outstanding (a stock variable), whereas CRA data report the 

total number and amount of small business loans originated in that year (a flow variable). Second 

and more importantly, in contrast to aggregate numbers at the bank level in Call Reports, CRA 

data give insight on the small business lending disaggregated by size and geographical location.  

The detailed information provided by CRA reports enables the public, in particular, 

community groups, to analyze CRA performance of local banks better. For example, California 

Reinvestment Coalition (CRC) states: 

                                                            
14 See the FFIEC website https://www.ffiec.gov/cra and an online data library https://www.policymap.com. 
15 The area median income is calculated as the median family income for the MSA if a census tract is located in an 
MSA, or the statewide nonmetropolitan median family income if a census tract is located outside an MSA. See 
http://www.ffiec.gov/cra/guide.htm for more details.   
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CRC members have found small business [lending] data very useful in 
dialog with banks regarding unmet community needs. Public available CRA 
data is an important tool communities use to hold banks accountable for 
providing credit to small businesses, small farms and affordable housing. 
Without this important data the public...will have no way to systematically 
measure the responsiveness of banks to critical credit needs of low- and 
moderate-income communities.  

 
The organizations often benchmark disclosed lending activities against demographic data to 

identify areas with limited credit access irrespective of potential underlying economic reasons 

(Sawicki and Craig 1996; Craig and Elwood 1998; Cowan 2014). Figure 2 provides an example 

in which the National Community Reinvestment Coalition (NCRC) charts a map using a simple 

ratio of the number of small business loans to the number of small businesses obtained from Dun 

and Bradstreet to identify small business lending “deserts and oases,” regardless of credit risk of 

those businesses.16      

A timeline of key events leading up to the reform of 2005 is presented in Figure 3. When 

issuing regulation of 1995, regulators agreed to conduct a full review of the rule in 2002 to 

determine whether the rule would be effective in achieving their goals. As such, in 2001, the four 

regulatory agencies invited comments on a number of issues including whether the data 

collection and reporting are burdensome (Federal Reserve Board 2001). The Agencies received a 

large number of comment letters from banking institutions asserting that data collection and 

reporting are disproportionally more onerous for institutions just above the threshold due to the 

need for new personnel and other fixed costs. They also pointed out that the substantial asset 

growth and consolidation in the banking industry since 1995 had rendered the threshold out-of-

                                                            
16 As a recent example, during the Federal Reserve hearing regarding the merger of OneWest Bank and CIT Group, 
Robert Villarreal, Senior Vice President of Community Development for CDC Small Business Finance expressed 
concerns about OneWest’s dismal small business lending record in his testimony: “In 2013 OneWest made zero 
loans; that is zero loans for under $100,0000 in California (FFIEC website), in that same year here in Los Angeles, 
only 8 loans were made under $250,000 and less than half the dollars funded were made to businesses located in 
LMI neighborhoods.” 
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date. The four regulators issued a proposal of raising the threshold to $500 million in early 2004 

and then split on the revised threshold. Office of Thrift Supervision (OTS) and Federal Deposit 

Insurance Corporation (FDIC) pulled out of the joint rulemaking process by proposing to move 

the threshold to $1 billion on July 16 and August 20, respectively, whereas Federal Reserve 

Board (FRB) and Office of the Comptroller of the Currency (OCC) withdrew the early proposal. 

On August 2, 2005, FRB, OCC, and FDIC issued the joint final rule of raising the threshold to $1 

billion without regard to holding company affiliation, with a subsequent adjustment for the 

Consumer Price Index (Federal Reserve Board 2005a,b; Federal Financial Institutions 

Examination Council 2013).17  

The new rule referred to banks between $250 million and $1 billion in assets as 

intermediate small banks and exempted them from the requirement of CRA reports. The 

exemption potentially reduced the ability of community organizations to analyze and protest 

against these banks’ CRA records and thus incurred objections from these organizations. For 

example, Woodstock Institute in the letter to FDIC contends:  

Small business lending data must continue to be reported for institutions 
between $250 million and $1 billion in assets. These institutions are 
significant small business lenders, and the loss of this data would be a 
critical blow to analysis of community reinvestment activity...The Agency 
ignored the consequences of withdrawing the mandate on these banks to 
publicly report small business lending data. Smaller institutions in many 
markets have a much larger share of small business lending than their size 
would predict. The loss of public data on that activity will seriously reduce 
the pressure on those institutions to maintain their current level of small 
business lending activity to the detriment of the critical small business 
community in lower-income neighborhoods.  

 

2.2. Hypotheses 

                                                            
17 We do not examine thrifts as their lending in commercial loans is restricted by law.  
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There are two competing views on how geographic lending reports affect bank 

performance. On the one hand, the public pressure hypothesis posits that availability of 

geographic lending data and public participation in reviewing banks’ CRA records empower 

community groups, who hold banks hostage to maximize the transfer of resources from banks to 

local communities or themselves (Macey and Miller 1993; White 1993). Gramm (2003) uses a 

sample of bank applications for mergers and acquisitions submitted to bank regulators and shows 

that protests of community groups significantly prolong the application process and reduce the 

probability of approval. Moreover, he finds that community groups are more likely to protest an 

application for banks with deep pockets regardless of an applicant’s CRA performance, 

consistent with rent-seeking behavior of community activists. As such, banks, motivated by the 

desire to satisfy these groups, underwrite loans that are of low credit quality given the interest 

charged and thus do not maximize shareholder value.  

On the other hand, advocates of CRA claim that geographic lending disclosure enables 

community groups or other potential users of CRA reports, while pursuing their agendas, help 

banks identify and seize profitable lending opportunities. These opportunities, without the 

pressure from informed community activists, could have been missed due to banks’ lack of local 

knowledge, racial or economic prejudice, or agency conflicts between loan officers and 

shareholders (Squires 2003; Barr 2005). Consequently, geographic lending disclosure helps 

bridge the information gap between banks and local communities and improves banks’ loan 

underwriting quality.18 

                                                            
18 Extant evidence on the performance of CRA-related versus non-CRA-related loans is mixed (Meeker and Myers 
1996; Avery et al. 2000, 2001, 2005). As elaborated by Avery et al. (2000), the mixed findings are like due to the 
difficulty in isolating marginal lending—loans that banks would not otherwise have underwritten in the absence of 
the law. We do not intend to address this issue in this paper. Rather, we rely on the revealed preferences to separate 
banks that perceive high costs of geographic lending disclosure from those that do not, and compare changes in loan 
performance between them. 
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Under the exemption of disclosure requirements, the revealed preferences of eligible 

banks provide prima facie evidence for both arguments. Specifically, banks that stop CRA 

reports likely perceived geographic lending disclosure as costly due to public pressure, whereas 

the ones that continue to file CRA reports likely undertook negligible costs or even benefited 

from such disclosure. The former experiences a shock to geographic lending disclosure, and the 

latter are unaffected by the exemption. 

As the lack of information on locations and sizes of small business lending reduces the 

ability of community groups to watch non-disclosing banks, we expect that these banks face 

fewer constraints and thus can make better commercial lending decisions that increase 

shareholder value. This implies that, after the exemption, non-disclosers relative to disclosers 

exhibit a greater decrease in non-performing loans for commercial lending. Because the 

exemption does not apply to geographic disclosure of loans other than small business loans (e.g., 

mortgage disclosure under HMDA), we do not expect any change to the performance of other 

loans. Hence, we state the following hypothesis: 

Hypothesis a: Non-disclosure of locations and sizes of small business lending is 
associated with a decrease in non-performing loans for commercial lending around the 
reform.  

 
Hypothesis b: Non-disclosure of locations and sizes of small business lending locations 
is unrelated to a change in non-performing loans for other lending around the reform. 

 

3. Data 

We compile a constant sample of commercial banks that report geographic small business 

lending via FFIEC during 2002-2004 and have all necessary data three years prior to and three 

years after the reform (2002-2007) for empirical tests.19 In the primary analysis, we exclude 

                                                            
19 We focus on a constant sample to ensure that subsequent findings are not driven by changes in the sample of 
banks around the exemption. No inference is affected by using all exempt banks during 2002-2007 (N = 8,425).  



18 
 

banks that have assets greater than $1 billion in 2005 and thus are not eligible for the exemption, 

yielding 573 non-disclosers as treatment banks (3,428 bank-years) and 472 disclosers (2,832 

bank-years) as control banks. Banks with assets in 2005 that range from $1 billion to $1.25 

billion are used as an alternative control group in the regression-discontinuity design in Section 

4.6. All the bank variables are obtained from Call Reports. Unemployment rates, the proportion 

of persons working for community and social services, and the distribution of deposits for each 

bank are collected from Bureau of Labor Statistics, American Community Survey, and Summary 

of Deposits, respectively.  

Table 1 shows loan composition for the 6,270 bank-year observations in the sample. The 

mean of Bank loan assets / Bank total assets is 67.17%. Among loan assets, commercial loans, 

including both commercial and industrial loans and commercial real estate loans, take the largest 

portion of bank total assets (28.41%), and the next two largest types of loans on the balance sheet 

are residential loans (19.89%) and consumer loans (4.6%).20 The majority of commercial loans 

(60.92%) are small business loans, which make up 16.49% of bank total assets.  

 Loan performance measure. Since banks’ loan underwriting quality is not directly 

observable, we use loan performance, controlling for interest income, to capture the efficiency of 

bank lending. We measure loan performance using non-performing loan assets, which includes 

the entire book value of loans more than 90 days past due or not accruing interest. Non-

performing loan assets are a relatively non-discretionary and timely source of information about 

loan default (Ryan 2007). An advantage of using this measure is that banks are required to break 

out non-performing loan assets by loan type. Thus, we can separate performance of commercial 

loans from that of non-commercial loans within a bank. Specifically, we sum up non-performing 

commercial loans scaled by lagged total commercial loans (Nonperf commercial) and sum up 
                                                            
20 We do not include off-balance sheet residential or consumer loans, since they are typically securitized or sold. 
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non-performing non-commercial loans scaled by lagged total non-commercial loans (Nonperf 

other). We do not use loan loss provisions as the primary measure since banks were not required 

to break out provisions by loan type until 2010 (Bhat et al. 2014). Nevertheless, the results are 

robust to using loan loss provisions as a noisy measure of commercial loan performance, 

although the provisions capture performance of a bank’s entire loan portfolio. 

 Bank performance measure. To capture overall bank performance from shareholders’ 

perspective, we choose returns on equity (ROE), calculated as net income scaled by total equity. 

Using return on assets does not alter our inferences. We also compute returns on equity before 

noninterest expense to better attribute changes in bank performance around the disclosure 

exemption to lending decisions rather than savings on compliance costs.  

 Table 2 shows descriptive statistics for variables in subsequent regression analysis. We 

present the statistics for the full sample across the six years (2002-2007), and also separately for 

the non-disclosing (Treat = 1) and disclosing (Treat = 0) banks prior to the reform (2002-2004). 

In the full sample, the mean of Nonperf commercial is 0.009, representing that 0.9% of lagged 

commercial loans are non-performing. The mean of Nonperf other is 0.008, mean ROE is 0.128, 

and an average bank has total assets of $413 million (= e6.023). The mean Equity is 9.8% of total 

assets; mean Deposit is 80.4% of total assets. An average bank faces unemployment rates 

(Unemp rate) of 5.175 percent, calculated as average unemployment rates across a bank’s branch 

counties, weighted by deposits collected in each county. Variable definitions are presented in 

Appendix. 

Before 2005, non-disclosing banks have an average Nonperf commercial of 0.011, which 

is significantly higher than disclosing banks’ average Nonperf commercial of 0.009 (t-stats = -

1.761). It suggests that non-disclosing banks’ reluctance to continue reporting after the 
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exemption may be related to higher costs of disclosure arising from public pressure, as reflected 

in higher non-performing commercial loans before the reform. Compared with banks that 

continue to disclose lending locations, non-disclosing banks exhibit more non-performing other 

loans, smaller size, greater shareholders’ equity, higher interest income, and more commercial 

loans. The external business environment, as proxied by local unemployment rates, however, is 

indistinguishable between these two types of banks. Thus, differences in loan performance are 

likely explained by their underwriting quality as opposed to local economic conditions. 

 

4. Empirical Tests and Results 

We begin by examining bank characteristics in the treatment and control samples around 

the reform in order to shed light on whether differences in the underlying economic factors, 

rather than disclosure policies, have an effect on the outcome of interest. Table 3 shows means of 

bank characteristics before and after the exemption (2002-2004 and 2005-2007, respectively) in 

both the treatment and control samples, along with a test of differences. The last column of Table 

3 shows a test of difference-in-differences across the treatment and control samples before and 

after the exemption. As that column shows, treatment (i.e., non-disclosing) banks experience a 

significant decline in non-performing commercial loans but not in non-performing other loans 

and a significant increase in returns on equity, in comparison to control (i.e., disclosing) banks. 

Further, treatment and control samples do not differ in the change to bank conditions before and 

after the exemption, suggesting that underlying economic factors other than disclosure are 

unlikely to explain differences in examined outcomes across the treatment and control samples.  

The regression specification takes the form: 

DepVari,t = θ1 + θ2Treati × Postt + ∑ θjControlj,i,t + i + t + vi,t                (1) 
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where DepVar is the dependent variable that equals any one of the three performance measures 

described earlier; “i” indexes the bank, “t” indexes the year, and “j” indexes the jth control for j > 

2. Treat is an indicator equal to 1 for the treatment sample, and zero otherwise, while Post is an 

indicator equal to 1 in the years (2005-2007) following the exemption, and zero otherwise.  The 

main independent variable of interest is Treat × Post. The panel regressions include bank- and 

year- fixed effects, and standard errors are clustered by bank (Petersen 2009). The inclusion of 

bank- and year- fixed effects represents a generalization of the difference-in-differences design 

that allows causal inference in a regression setting (Bertrand and Mullainathan, 2003; Angrist 

and Pischke, 2009; Armstrong et al., 2012). The controls include bank assets, the equity ratio, 

interest income, noninterest income, loan loss allowance, the proportion of commercial loans, 

deposits, bank ages, and unemployment rates that are likely associated with the dependent 

variables.  

 

4.1. Non-performing Loans 

Panel A of Table 4 shows coefficients, and t-statistics in parentheses, from pooled 

regression estimation of equation (1). The dependent variable in each specification is Nonperf 

commercial, as indicated in the column header. Column 1 presents results when a traditional 

difference-in-differences specification is estimated without any fixed effects. Year-fixed effects 

are included in column 2, and both bank- and year-fixed effects are included in column 3. The 

main independent variable of interest is Treat × Post, and it loads significantly negatively in all 

specifications (two-tailed p-value < 0.05), consistent with Hypothesis a that non-disclosers 

experience a greater decrease in non-performing commercial loans than do banks that continue to 

disclose locations and sizes of small business lending. Regarding economic magnitude, non-
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performing commercial loans decrease by 0.002, or 18% of the pre-event mean level (0.011) for 

non-disclosers. We observe significant positive coefficients on Interest income, Loan loss 

allowance, Logage, and Unemp rate, suggesting that banks charging higher interest, setting more 

loan loss allowance, being older, and exposed to counties with higher unemployment rates, 

exhibit more non-performing commercial loans. 21  Noninterest income loads significantly 

negatively, consistent with the notion that the information collected from banking services (e.g., 

fiduciary activities, deposit accounts, investment advisory and management services) facilitate 

monitoring of borrowing firms and thus are associated with fewer non-performing commercial 

loans (Mester et al. 2007; Norden and Weber 2010). 

Geographic lending disclosure does not pertain to non-commercial loans, and therefore 

these loans are not expected to be affected by disclosure policies of small business lending. Thus, 

tests of loan performance of non-commercial lending provide a useful within-bank analysis of 

whether results for commercial loans are attributable to non-disclosure or they are spuriously 

correlated with omitted bank characteristics. Panel B of Table 4 shows results from pooled 

regression estimation of equation (1), where the dependent variable is Nonperf other. We do not 

observe significant coefficients on Treat × Post in any specification (two-tailed p-value > 0.1), 

in line with our Hypothesis b that there is no difference in non-performing loan changes between 

disclosing and non-disclosing banks around the exemption. Therefore, the results reinforce the 

notion that the greater decrease in non-performing commercial loans cannot be attributed to 

overall bank characteristics that separate banks into disclosing and non-disclosing ones. We 

observe significant positive coefficients on Equity, Interest income, Loan loss allowance, Logage, 

and Unemp rate, suggesting that banks with more equity, charging higher interest, setting more 

                                                            
21 If we add log of the average number of small businesses (< 500 employees) and the average house price index 
across a bank’s branch counties, weighted by deposits collected in each county, neither variable loads significantly 
and Treat × Post continues to load (two-tailed p-value < 0.05). 
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loan loss allowance, being older, and exposed to counties with higher unemployment rates, 

exhibit more non-performing other loans. 

Since the specification in column 3 represents a generalization of the difference-in-

differences design, we focus on this model in following analyses. 

  

4.2. Further Tests 

In this section, we describe a number of tests intended to enhance identification and 

examine robustness. Given the insignificant results for non-performing other loans, we conduct 

further tests using Nonperf commercial as the dependent variable. 

The timing of the effect. We trace out the timing of the reduction in non-performing 

commercial loans to better understand how the real effects of disclosure play out and to evaluate 

the plausibility of our main finding. We create four indicators for years around the reform (Pre, 

Post0, Post1, and Post2), and interact each of them with Treat. Pre equals one for one year before 

the reform (i.e., year 2004). Post0, Post1, and Post2 are indicators that equal one for the reform 

year (i.e., year 2005), year 2006, and year 2007, respectively. The first column of Table 5 shows 

that Treat × Pre and Treat × Post0 do not load (two-tailed p-value > 0.1), indicating that changes 

in non-performing commercial loans before and during the exemption unlikely explain 

disclosure decisions. Thus, there is no evidence for reverse causality.  

The results are also consistent with no anticipation of the exemption in 2004, which is 

unsurprising given that regulators divided on the new threshold. As the final rule was issued in 

August 2005, we do not expect a significant reduction of non-performing commercial loans in 

2005 since it takes time for newly granted loans under the exemption regime to default. We 

observe that Treat × Post1 and Treat × Post2 load negatively (two-tailed p-value < 0.05 and 0.1, 
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respectively), suggesting better lending decisions materialize in the second and third years. The 

result is consistent with prior evidence that revelation of loan quality on average takes about six 

quarters (Glennon and Nigro 2005).22  

 Parallel trends. Since our difference-in-differences estimates may pick up preexisting 

divergent trends, we validate the parallel trend assumption by conducting a placebo test of the 

sample banks during 2001-2004. Year 2001 serves as a benchmark year and year 2002 is 

assumed as a pseudo effective year of the reform. Post equals one for years 2002-2004 and zero 

otherwise. As shown in the second column of Table 5, we do not observe a significant coefficient 

on Treat × Post, suggesting no evidence for preexisting trends in commercial loan performance 

between treatment and control banks.  

 CRA examinations. Despite the limited effectiveness of CRA examinations as discussed 

in Section 2.1, we test the resilience of the results to account for such regulatory oversight. 

Agarwal et al. (2012) find that banks extend more loans to CRA-eligible areas around 

examination dates, and these loans are more likely to be delinquent than those originated during 

other periods. We exclude years in which a bank receives CRA examinations. As shown in the 

third column of Table 5,  Treat × Post continues to load negatively (two-tailed p-value < 0.05) 

and the magnitude of the coefficient is the same as that in the baseline model, suggesting that 

formal regulatory oversight does not influence the effect of geographic lending disclosure. 

Tightened credit standards. Lower non-performing commercial loans may result from a 

mere rise in credit standards for all small businesses by non-disclosing banks. The tightened 

credit standards should also reduce total small business loans as fewer borrowers can pass 

                                                            
22 As Ryan (2008) points out, the credit crunch arising from the subprime crisis was initially confined to the 
subprime sector (i.e., subprime mortgages or securitizations of those mortgages) and only moved beyond subprime 
positions after late-January/March 2008. Thus, our findings (at least the reduction in non-performing commercial 
loans in 2006) are unlikely to be explained by different impacts of the subprime crisis on the treatment and control 
banks.  
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minimum thresholds of creditworthiness. Using total small business loans outstanding per Call 

Reports as an alternative dependent variable, we find insignificant changes in small business 

loans for treatment banks, in comparison to control banks in the fourth column of Table 5. 

Therefore, improved loan performance likely stems from non-disclosing banks’ better allocation 

of credit (i.e., higher underwriting quality) as opposed to tightened credit standards. 

 

4.3. Bank Performance 

Table 8 shows coefficients, and t-statistics in parentheses, from pooled regression 

estimation of equation (1), where the dependent variable in each specification is bank 

performance, as indicated in the column header. As the first column of Table 6 shows, Treat × 

Post loads positively (two-tailed p-value < 0.05), suggesting that the exemption of geographic 

lending disclosure increases shareholders’ return for non-disclosing banks relative to disclosers. 

The increase represents a 7% (= 0.009/0.125) improvement relative to the pre-event mean level 

(0.125) for non-disclosers. Since non-disclosure may also reduce compliance costs for collecting 

and reporting lending data, to isolate the beneficial effect of more flexible lending decisions, we 

add back salaries and employee benefits and expenses of premises and fixed assets to net income, 

scaled by total equity (ROE before noninterest expense.). We continue to find a significant 

positive coefficient on Treat × Post (two-tailed p-value < 0.05).23    

Collectively the results in Tables 4-8 are consistent with the public pressure hypothesis 

that geographic lending disclosure imposes costs on some reporting banks by drawing public 

scrutiny from community activists and thus distorting their loan underwriting. The distortion is 

reduced for banks that perceive high costs of disclosing lending locations and stop doing so after 

the exemption.   
                                                            
23 The findings in both columns are robust to excluding Interest income and Nointerest income from the regressions.  
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 Although results, in general, are consistent with the hypothesis, the interpretation can be 

criticized on the grounds of correlated omitted variables. We make a serious effort to address this 

issue in the following three sections. First, we test whether the reduction in non-performing 

commercial loans varies with the strength of community scrutiny, a factor underlying our main 

hypotheses. The cross-sectional tests narrow the ways in which a conjectured omitted variable 

would explain our primary and interaction results simultaneously. Second, we test our 

hypotheses using a matched sample. This approach weakens the link between a bank’s treatment 

status and other covariates, effectively restricting attention to a select group of matched treatment 

and control banks, with evidence of statistically insignificant differences in their characteristics. 

Third, we implement a regression-discontinuity design around the exemption cutoff of $1 billion 

assets. 

 

4.4. Cross-sectional Tests 

We test two cross-sectional predictions that invoke variation in the strength of 

community scrutiny. Our main hypothesis is motivated by the idea that community groups use 

disclosed lending information to lean on banks and these banks stop disclosing such information 

after the exemption. As such, we expect greater improvements in commercial loan performance 

when banks were under greater community scrutiny before the exemption. First, we measure the 

strength of scrutiny from local communities by calculating the proportion of workers with 

community and social services occupations (2000 Occupation Codes: 200-206) in a state. A 

bank-specific measure is the average of the proportion across a bank’s branch states, weighted by 

deposits collected in each state (Community workers). As the first pair of columns of Table 7 

shows, Treat × Post loads significantly negatively for Nonperf commercial (two-tailed p-value < 
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0.05) for banks with a high (above median) community scrutiny but does not load for banks with 

low (below median) community scrutiny. The result suggests greater improvements in 

commercial lending after the exemption at non-disclosing banks subject to more pressure from 

community activists, as predicted.  

The second cross-sectional variable we explore is the proportion of loans for which banks 

receive credit for their CRA compliance. Small business loans extended to low- or moderate- 

income neighborhoods or business with less than $1 million revenue are eligible for 

consideration of CRA credit (CRA-loans). Therefore, for each bank, we calculate the average of 

CRA-loans scaled by total loans, over 2002-2004 (Proportion of CRA-loans). More CRA-loans 

before the exemption likely result from more community scrutiny. As such, we expect greater 

improvements at banks with a high proportion of CRA loans after the reform. As the second pair 

of columns of Table 7 shows, Treat × Post loads significantly negatively for Nonperf 

commercial (two-tailed p-value < 0.1) for banks with a high (above median) proportion of CRA-

loans but does not load for banks with a low (below median) proportion of CRA-loans, 

consistent with our expectation.  

 

4.5. A Matched Sample 

To improve the comparability between non-disclosing and disclosing banks, we construct 

a sample using the propensity score matching method. We estimate the propensity score from a 

logit regression with the treatment indicator as the dependent variable and the mean values of all 

bank characteristics in Table 2 over the period before the exemption (2002-2004) as independent 

variables. For each treatment bank, we select a control bank with the closest propensity score, 

imposing a 0.01 caliper. We match without replacement, though the results are robust to 
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matching with replacement. The resulting matched sample consists of 366 treatment banks and 

an equal number of control banks. Panel A of Table 6 presents summary statistics for the two 

groups of banks in the matched sample before 2005. After matching, bank characteristics are 

indistinguishable between treatment and control banks. As shown in Panel B of Table 6, Treat × 

Post continues to load negatively for non-performing commercial loans (two-tailed p-value < 0.1) 

but do not load for non-performing other loans (two-tailed p-value > 0.1), suggesting that our 

primary results in Table 4 are not driven by differences between treatment and control banks 

before the exemption. In other words, the concern that treatment and control banks experience 

different mean-reversion processes in non-performing commercial loans in the absence of shocks 

to disclosure policies unlikely explains our primary finding.  

 

4.6. A Regression-discontinuity Design 

 Finally, to enhance our identification, we conduct a regression-discontinuity design 

around the new threshold of $1 billion assets after the exemption. Specifically, we retain only 

treatment banks with assets between $750 million and $1 billion in 2005, yielding 41 banks (246 

bank-years). Sixty-two banks with assets between $1 billion and $1.25 billion in 2005 are then 

used as new control banks (372 bank-years). These banks should experience similar economic 

forces other than the exemption of geographic lending disclosure, allowing us to exploit 

variations in the test variable that are effectively locally randomized. We control for bank assets 

(Assets) and its higher order polynomials, which together represent the smooth function of the 

assignment variable. To keep the model parsimonious, I choose to present the specification with 

Assets up to the 4th order polynomials. Results from using the 3rd and 5th order are similar. By 

exploiting this cutoff point of $1 billion, we can draw a stronger inference on the causal effect on 
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banks of the exemption of geographic lending disclosure. As Table 8 shows, Treat × Post loads 

significantly negatively for Nonperf commercial (two-tailed p-value < 0.05), but does not load 

for Nonperf other (two-tailed p-value > 0.1). The results support our hypotheses and enhance our 

confidence to conclude that the geographic lending disclosure exerts real effects on banks’ loan 

underwriting decisions by drawing public pressure from community activists.  

 

5. Conclusion 

We investigate the real effects of geographic lending disclosure on reporting banks. 

Banks with assets more than $250 million in the U.S. were required to file Community 

Reinvestment Act reports detailing locations and sizes of small business lending. This 

information assists the public, particularly community activists, to target and press banks for 

loans that may not maximize shareholder value. We exploit the reform in 2005, after which 

banks between $250 million and $1 billion in assets are exempt from CRA reports. Slightly more 

than half of exempt banks discontinue to disclosure locations of their small business lending, 

suggesting higher perceived costs of disclosure relative to other banks.  

Using a sample of exempt banks with substantial small business lending, we find that 

after the exemption, non-disclosing banks, relative to ones that continue to disclose locations and 

sizes of small business lending, experience a decrease in non-performing loans for commercial 

lending but not for other lending. The results do not appear to be attributable to reverse causality, 

preexisting trends, CRA examinations, or tightened credit standards. After the exemption, non-

disclosing banks exhibit a greater increase in returns on equity, in comparison to disclosing 

banks. The improvement in loan underwriting quality is concentrated among banks subject to 

greater community scrutiny. Further analyses suggest that differences between disclosing and 
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non-disclosing banks before the exemption cannot explain the finding. The findings are robust to 

using a regression-discontinuity design around the threshold of $1 billion assets. Our evidence 

highlights a unique channel, public pressure, through which disclosure can influence reporting 

entities’ real decisions. 
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Appendix: Variable Definitions 
Variable Definition  Source 
Nonperf commercial Non-performing commercial loans, calculated 

as commercial & industrial loans and 
commercial real estate loans that are nonaccrual 
or more than 90 days past due but still accruing 
(rcon3503+rcon3504+rcon1607+rcon1608), 
divided by lagged total commercial loans 
(rcfd1766+rcon1480).  

Call Reports 

Nonperf other Non-performing non-commercial loans, 
calculated as total loans that are nonaccrual or 
more than 90 days past due but still accruing 
(rcfd1403+rcfd1407) minus non-performing 
commercial loans (rcon3503+rcon3504 
+rcon1607+rcon1608), divided by lagged total 
non-commercial loans (rcfd1400-rcfd176). 

Call Reports 

ROE Net income (riad4300) divided by total equity 
(rcfd3210).  

Call Reports 

ROE before 
noninterest expense 

Net income (riad4300) plus salaries and 
employee benefits (riad4217) and expenses of 
premises and fixed assets (riad4135) divided by 
total equity (rcfd3210).  

Call Reports 

Treat 
 

An indicator set to one for non-disclosing 
banks, and zero otherwise.  

CRA Reports 

Post An indicator set to one for observations in years 
2005-2007, and zero otherwise.  

Call Reports 

Pre An indicator set to one for observations in year 
2004, and zero otherwise.   

Call Reports 

Post0 An indicator set to one for observations in year 
2005, and zero otherwise. 

Call Reports 

Post1 An indicator set to one for observations in year 
2006, and zero otherwise. 

Call Reports 

Post2 An indicator set to one for observations in year 
2007, and zero otherwise. 

Call Reports 

Assets Log of total assets in million dollars (rcfd 
2170). 

Call Reports 

Equity Total equity (rcfd3210) divided by total assets 
(rcfd2170). 

Call Reports 

Interest income Interest income (riad4107) divided by total 
assets (rcfd2170). 

Call Reports 

Noninterest income Non-interest income (riad4079) divided by total 
assets (rcfd2170). 

Call Reports 

Loan loss allowance Allowance for loan losses (rcfd3123) divided by 
lagged total loans (RCFD1400).  

Call Reports 

Commercial loans Total commercial loans divided by total assets 
(rcfd 2170). Commercial loans include both 

Call Reports 
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commercial and industrial loans (rcfd1600) and 
commercial mortgage loans (rcon1480).   

Deposit Total deposits (rcfd2200) divided by total assets 
(rcfd2170).   

Call Reports 

Logage Log of the number of months since the date of 
opening (rssd9950).   

Call Reports 

Unemp rate Average unemployment rates across a bank’s 
branch counties, weighted by deposits collected 
in each county.  

Bureau of Labor 
Statistics/ Summary 
of Deposits 

Community workers The average proportion of persons with 
community and social services occupations 
(2000 Occupation Codes: 200-206) across a 
bank’s branch states, weighted by deposits 
collected in each state.  

American 
Community 
Surveys/ Summary 
of Deposits  

Proportion of CRA-
loans 

The average across 2002-2004 of total small 
business loans extended to low- or moderate- 
income geographies or to businesses with gross 
annual revenues of $1 million or less, scaled by 
total loans.  

CRA Reports 
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Figure 1: An Excerpt of Geographic Lending Disclosure by Wachovia Bank in 2002 
 

Loan Granted to Small 
Loan Amount at Origination Businesses with Annul 

≤ $100,000 $100,000 to $250,000 $250,000 to $1,000,000 Revenue ≤ $1,000,000 
County Popu Income Group # of loans $ amount # of loans $ amount # of loans $ amount # of loans $ amount 
Albany S Low (< 50% of MFI) 0 0 0 0 0 0 0 0 
Albany S Moderate (50% to 80% of MFI) 0 0 0 0 0 0 0 0 
Albany S Middle (80% to 120% of MFI) 1 25,000 1 152,000 0 0 0 0 
Albany S Upper (> 120% of MFI) 1 50,000 0 0 0 0 0 0 
Bronx L < 10% of MFI 0 0 0 0 0 0 0 0 
Bronx L 10% to 20% of MFI 1 50,000 0 0 0 0 0 0 
Bronx L 20% to 30% of MFI 3 110,000 0 0 1 280,000 0 0 
Bronx L 30% to 40% of MFI 1 50,000 0 0 0 0 1 50,000 
Bronx L 40% to 50% of MFI 3 115,000 1 250,000 2 1,236,000 3 761,000 
Bronx L 50% to 60% of MFI 2 65,000 0 0 1 325,000 2 340,000 
Bronx L 60% to 70% of MFI 1 96,000 0 0 0 0 1 96,000 
Bronx L 70% to 80% of MFI 2 73,000 2 400,000 1 750,000 2 250,000 
Bronx L 80% to 90% of MFI 0 0 1 225,000 0 0 1 225,000 
Bronx L 90% to 100% of MFI 5 210,000 1 200,000 0 0 2 250,000 
Bronx L 100% to 110% of MFI 2 50,000 0 0 0 0 0 0 
Bronx L 110% to 120% of MFI 0 0 0 0 0 0 0 0 
Bronx L > 120% of MFI 15 805,000 2 500,000 2 646,000 4 654,000 

 
The figure shows an excerpt of geographic lending disclosure by Wachovia Bank in 2002 from CRA reports.  
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Figure 2: Use of Geographic Lending Disclosure Data by National Community 
Reinvestment Coalition 
 

 
 
The figure shows an example of community organizations using geographic lending disclosure data from CRA 
reports.  
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Figure 3: Timeline for the CRA Reform of 2005 
 
 
 
 
 
 
 
 
 
 

 
 

             July 19, 2001               February 6, 2004              July 16, 2004                 August 18, 2004             August 20, 2004                  August 2, 2005 
 
 
 

The figure shows key events around the exemption of geographic lending disclosure in 2005.  
 

 
 
 
 
 
 
 
 
 

Four regulators invited 
comment on a number of 
key issues raised since 1995. 

Four regulators issued a proposal 
of raising the minimum asset 
threshold for “large institution.” 

OTS announced to raise the threshold 
to $1 billion, while FRB and OCC 
withdrew the entire proposal of Feb. 6. 

OTS issued the final 
rule of raising the 
threshold to $1 billion. 

FDIC issued proposal of 
raising the threshold to $1 
billion. 

FRB, OCC, and FDIC issued 
the final rule of raising the 
threshold to $1 billion.  
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Table 1: Loan Composition  
Variable N Mean Std Q1 Median Q3 

Bank loan assets / Bank total assets 6270 67.17% 14.66% 59.28% 69.62% 77.18% 

    Commercial loans / Bank total assets 6270 28.41% 13.63% 19.16% 27.63% 36.50% 

        Small business loans / Bank total assets 6270 16.49% 8.80% 10.80% 15.57% 20.95% 

        Small business loans / Commercial loans 6270 60.92% 20.75% 48.00% 60.02% 73.02% 

    Residential loans / Bank total assets 6270 19.89% 12.55% 11.03% 17.63% 25.72% 

    Consumer loans / Bank total assets 6270 4.60% 6.80% 1.10% 2.81% 5.66% 

 
The table presents loan composition for sample banks including both treatment and control banks over 2002-2007.  
Bank loan assets is the dollar amount of total loan assets. Bank total assets is the dollar amount of total assets. 
Commercial loans is the dollar amount of commercial & industrial loans and commercial real estate loans. Small 
business loans is the dollar amount of total small business loans outstanding (loans under $1 million). Residential 
loans is the dollar amount of total mortgages secured by 1-4 family residential properties. Consumer loans is the 
dollar amount of total consumer loans including credit cards, other revolving credit plans, and other consumer loans.  
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Table 2: Descriptive Statistics  
               Non-disclosing Banks   Disclosing Banks       

Full Sample 2002-2007 (N=6,270) 2002-2004 (N=1,719) 2002-2004 (N=1,416) Differences 

  Mean Std Q1 Median Q3   Mean Median   Mean Median   t-stats z-stats 

Nonperf commercial 0.009 0.014 0.001 0.005 0.013 0.011 0.006 0.009 0.005 1.761 2.702 

Nonperf other 0.008 0.017 0.002 0.004 0.009 0.008 0.005 0.006 0.004 3.378 4.131 

ROE 0.125 0.093 0.085 0.119 0.155 0.125 0.119 0.130 0.122 -1.037 -1.275 

Assets 6.023 0.561 5.756 6.060 6.382 5.796 5.853 6.035 6.068 -7.521 -7.915 

Equity 0.098 0.030 0.080 0.091 0.107 0.099 0.091 0.094 0.088 3.197 2.874 

Interest income 0.046 0.015 0.038 0.045 0.053 0.045 0.044 0.040 0.041 5.522 5.991 

Noninterest income 0.010 0.014 0.006 0.008 0.011 0.011 0.008 0.010 0.008 0.808 0.030 

Loan loss allowance 0.014 0.008 0.011 0.013 0.016 0.015 0.014 0.015 0.014 0.935 -0.064 

Commercial loan 0.284 0.136 0.192 0.276 0.365 0.297 0.290 0.258 0.253 4.621 4.236 

Deposit 0.804 0.085 0.763 0.820 0.864 0.811 0.826 0.804 0.821 1.444 0.875 

Logage 6.467 0.910 5.903 6.815 7.140 6.388 6.760 6.460 6.829 -1.210 -1.363 

Unemp rate 5.175 1.334 4.242 5.056 5.900    5.567 5.400    5.553 5.500    0.166 -0.467 

 
The table presents descriptive statistics for sample banks including both treatment (i.e., Non-disclosing) and control (i.e., disclosing) banks.  Nonperf commercial 
is non-performing commercial loans divided by lagged total commercial loans. Nonperf other is non-performing non-commercial loans divided by lagged total 
non-commercial loans. ROE is net income divided by total equity.  Assets is log of total assets in million dollars. Equity is total equity divided by total assets. 
Interest income is interest income divided by total assets. Nonnterest income is noninterest income divided by total assets. Loan loss allowance is loan loss 
allowance divided by lagged total loans. Commercial loan is commercial loans (i.e., commercial and industrial loans and commercial mortgage loans) divided by 
total assets. Deposit is total deposits divided by total assets. Logage is log of the number of months since the date of opening. Unemp rate is the average 
unemployment rates across a bank’s branch counties, weighted by deposits collected in each county. Detailed variable definitions are presented in Appendix. 
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Table 3: Univariate Difference-in-Differences Analysis  
  Non-disclosing Banks   Disclosing Banks   

Before After   Before After   Diff in Diff 

mean mean Diff. mean mean Diff. [(2)–(1)] – 

(1) (2) (2)–(1)   (3) (4) (4)–(3) [(4)–(3)] 

Nonperf commercial 0.011 0.009 -0.002 0.009 0.009 -0.001 -0.001 

t-stats. . . -4.188 . . -0.970 -2.067 

Nonperf other 0.008 0.010 0.002 0.006 0.009 0.002 0.000 

t-stats. . . 3.365 . . 4.238 -0.309 

ROE 0.125 0.124 -0.001 0.130 0.121 -0.009 0.008 

t-stats. . . -0.407 . . -2.526 1.687 

Assets 5.796 6.033 0.238 6.035 6.274 0.240 -0.002 

t-stats. . . 12.353 . . 12.801 -0.076 

Equity 0.099 0.101 0.002 0.094 0.096 0.002 0.000 

t-stats. . . 1.831 . . 2.262 -0.088 

Interest income 0.045 0.051 0.006 0.040 0.046 0.006 0.000 

t-stats. . . 11.092 . . 11.744 -0.227 

Nointerest income 0.011 0.010 -0.001 0.010 0.010 -0.001 0.000 

t-stats. . . -1.977 . . -2.028 -0.453 

Loan loss allowance 0.015 0.014 -0.001 0.015 0.014 -0.001 0.000 

t-stats. . . -3.866 . . -6.066 0.162 

Commercial loan 0.297 0.307 0.010 0.258 0.266 0.008 0.002 

t-stats. . . 2.086 . . 1.651 0.268 

Deposit 0.811 0.803 -0.008 0.804 0.798 -0.006 -0.002 

t-stats. . . -2.940 . . -1.608 -0.499 

Logage 6.388 6.485 0.098 6.460 6.547 0.087 0.011 

t-stats. . . 3.098 . . 2.605 0.235 

Unemp rate 5.567 4.839 -0.728 5.553 4.731 -0.822 0.094 

t-stats. . . -15.597   . . -18.915 1.449 

 
The table presents means of bank characteristics of treatment and control banks before (2002-2004) and after (2005-
2007) the reform. There are 3438 treatment bank-years (537 unique banks) and 2832 control bank-years (472 unique 
banks). Nonperf commercial is non-performing commercial loans divided by lagged total commercial loans. Nonperf 
other is non-performing non-commercial loans divided by lagged total non-commercial loans. ROE is net income 
divided by total equity.  Assets is log of total assets in million dollars. Equity is total equity divided by total assets. 
Interest income is interest income divided by total assets. Nonnterest income is noninterest income divided by total 
assets. Loan loss allowance is loan loss allowance divided by lagged total loans. Commercial loan is commercial 
loans (i.e., commercial and industrial loans and commercial mortgage loans) divided by total assets. Deposit is total 
deposits divided by total assets. Logage is log of the number of months since the date of opening. Unemp rate is the 
average unemployment rates across a bank’s branch counties, weighted by deposits collected in each county. 
Detailed variable definitions are presented in Appendix. 
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Table 4: Non-disclosure and Loan Performance  
Panel A: Performance of commercial loans 
   Nonperf commercial 

(1) (2) (3) 
Treat 0.001 0.001 

(1.07) (1.13) 
Post 0.000 

(0.44) 
Treat×Post -0.002** -0.002** -0.002** 

(2.19) (2.19) (2.13) 
Assets -0.001 -0.001 0.001 

(1.12) (1.08) (0.39) 
Equity 0.000 0.000 -0.028 

(0.03) (0.02) (1.08) 
Interest income 0.062* 0.050 -0.064 

(1.76) (1.40) (1.16) 
Noninterest income -0.056* -0.055* -0.098* 

(1.86) (1.85) (1.66) 
Loan loss allowance 0.267*** 0.273*** 0.329*** 

(3.92) (3.99) (3.09) 
Commercial loan 0.000 0.001 0.006 

(0.09) (0.26) (0.88) 
Deposit -0.004 -0.004 0.010 

(1.00) (1.03) (1.11) 
Logage 0.001** 0.001** 0.005* 

(2.49) (2.49) (1.73) 
Unemp rate 0.001*** 0.001*** 0.001*** 

(4.68) (4.67) (3.01) 
Constant -0.001 -0.000 -0.041* 

(0.26) (0.01) (1.91) 
Year FE No  Yes  Yes 
Bank FE No No Yes 
Observations 6270 6270 6270 
Adj. R-squared 0.042 0.044 0.411 
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Panel B: Performance of non-commercial loans 
   Nonperf other 

(1) (2) (3) 
Treat 0.001** 0.001** 

(2.07) (2.14) 
Post 0.002*** 

(3.50) 
Treat×Post -0.000 -0.000 -0.001 

(0.39) (0.41) (0.74) 
Assets 0.001 0.001 -0.001 

(1.64) (1.22) (0.35) 
Equity 0.036* 0.033* 0.021 

(1.85) (1.68) (0.39) 
Interest income 0.146*** 0.117*** -0.184 

(3.20) (2.61) (0.82) 
Noninterest income -0.048 -0.048 0.085 

(0.71) (0.71) (0.28) 
Loan loss allowance 0.426*** 0.450*** 0.471** 

(4.52) (4.76) (2.21) 
Commercial loan -0.002 -0.001 -0.016 

(0.57) (0.35) (1.30) 
Deposit 0.003 0.005 0.018 

(0.99) (1.31) (0.96) 
Logage -0.000 -0.000 0.018*** 

(0.57) (0.61) (2.71) 
Unemp rate 0.001** 0.001*** 0.002*** 

(2.39) (2.91) (3.62) 
Constant -0.020*** -0.011* -0.118** 

(3.19) (1.72) (2.47) 
Year FE No  Yes  Yes 
Bank FE No No Yes 
Observations 6270 6270 6270 
Adj. R-squared 0.083 0.112 0.441 

 
The table shows effects of non-disclosure on loan performance. Panel A (Panel B) presents coefficients and t-
statistics in parentheses, from pooled regressions of Nonperf commercial (Nonperf other) on the independent 
variables listed. Nonperf commercial is non-performing commercial loans divided by lagged total commercial loans. 
Nonperf other is non-performing non-commercial loans divided by lagged total non-commercial loans. Treat is 
equal to one for banks that stop disclosing geographic lending, and zero otherwise. Post is equal to one for years of 
2005-2007, and zero otherwise. Assets is log of total assets in million dollars. Equity is total equity divided by total 
assets. Interest income is interest income divided by total assets. Nonnterest income is noninterest income divided by 
total assets. Loan loss allowance is loan loss allowance divided by lagged total loans. Commercial loan is 
commercial loans (i.e., commercial and industrial loans and commercial mortgage loans) divided by total assets. 
Deposit is total deposits divided by total assets. Logage is log of the number of months since the date of opening. 
Unemp rate is the average unemployment rates across a bank’s branch counties, weighted by deposits collected in 
each county. Standard errors are clustered by bank. *, (**), and [***] denote two-tailed statistical significance at 
10%, (5%), and [1%] levels, respectively. Variable definitions are presented in Appendix. 
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Table 5: Additional Tests 
         Use total small 

Trace the timing Placebo test: Assume business loans 

of the treatment 2002 as the reform Exclude years with as the dependent 

effect year (2001-2004) CRA examinations variable 

(1) (2) (3) (4) 

Treat×Post -0.000 -0.002** -0.001 

(0.30) (2.35) (0.53) 

Treat×Pre -0.000 

(0.20) 

Treat×Post0 -0.001 

(1.04) 

Treat×Post1 -0.002** 

(2.00) 

Treat×Post2 -0.002* 

(1.74) 

Controls Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Bank FE Yes Yes Yes Yes 

Observations 6270 4185 4511 6270 

Adj. R-squared 0.411 0.557 0.430 0.885 
 
The table presents coefficients and t-statistics in parentheses, from pooled regressions of Nonperf commercial or 
Small business loans on the independent variables listed and control variables in Table 4. Nonperf commercial is 
non-performing commercial loans divided by lagged total commercial loans. Treat is equal to one for banks that 
stop disclosing geographic lending, and zero otherwise. Post is equal to one for years of 2005-2007, and zero 
otherwise. In column1, four year indicators are created and interacted with Treat to trace out the timing of the 
treatment effects. Pre is an indicator equal to one for year 2004.  Post0 is an indicator equal to one for year 2005. 
Post1 is an indicator equal to one for year 2006. Post2 is an indicator equal to one for year 2007. In column 2, a 
placebo test of the treatment and control banks during 2001-2004 is conducted, where 2002 is assumed as the reform 
year. In column 3, years when a bank received CRA examinations are removed from the sample. In column 4, total 
small business loans is the total amount of small business loans outstanding of a bank divided by total assets. 
Standard errors are clustered by bank. *, (**), and [***] denote two-tailed statistical significance at 10%, (5%), and 
[1%] levels, respectively. Variable definitions are presented in Appendix. 
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Table 6: Non-disclosure and Bank Performance 
     ROE before  

ROE noninterest expense 

(1) (2) 

Treat×Post 0.009** 0.011** 

(2.35) (2.48) 

Assets -0.006 -0.043*** 

(0.60) (3.10) 

Equity -0.333 -1.839*** 

(1.39) (7.60) 

Interest income 0.560* 1.307*** 

(1.95) (3.40) 

Noninterest income 2.531*** 4.225*** 

(4.07) (3.99) 

Loan loss allowance -3.338** -3.967** 

(2.29) (2.54) 

Commercial loan 0.002 -0.023 

(0.03) (0.40) 

Deposit -0.156 -0.123 

(1.07) (0.89) 

Logage 0.008 -0.001 

(0.40) (0.03) 

Unemp rate -0.008** -0.008*** 

(2.35) (2.59) 

Constant 0.270 0.848*** 

(1.04) (3.31) 

Year FE Yes Yes 

Bank FE Yes Yes 

Observations 6270 6270 

Adj. R-squared 0.709 0.851 

 
The table presents coefficients and t-statistics in parentheses, from pooled regressions of ROE on the independent 
variables listed. ROE is net income divided by total equity. ROE before noninterest expense is net income divided by 
total equity. Treat is equal to one for banks that stop disclosing geographic lending, and zero otherwise. Post is 
equal to one for years of 2005-2007, and zero otherwise. Assets is log of total assets in million dollars. Equity is total 
equity divided by total assets. Loan loss allowance is loan loss allowance divided by lagged total loans. Commercial 
loan is commercial loans (i.e., commercial and industrial loans and commercial mortgage loans) divided by total 
assets. Deposit is total deposits divided by total assets. Logage is log of the number of months since the date of 
opening. Unemp rate is the average unemployment rates across counties, weighted by deposits collected from the 
counties. Standard errors are clustered by bank. *, (**), and [***] denote two-tailed statistical significance at 10%, 
(5%), and [1%] levels, respectively. Variable definitions are presented in Appendix. 
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Table 7: Partition Analyses Based on the Intensity of Community Scrutiny 
   Nonperf commercial 

Community workers Proportion of CRA-loans 

High Low High Low 

(1) (2) (3) (4) 

Treat×Post -0.002** -0.001 -0.002* -0.001 

(2.00) (0.87) (1.93) (1.07) 

Controls Yes Yes Yes Yes 

Year FE Yes Yes Yes Yes 

Bank FE Yes Yes Yes Yes 

Observations 3264 3006 3132 3138 

Adj. R-squared 0.412 0.419 0.464 0.392 

 
The table presents coefficients and t-statistics in parentheses, from pooled regressions of Nonperf commercial on the 
independent variables listed and control variables in Table 4. Nonperf commercial is non-performing commercial 
loans divided by lagged total commercial loans. Columns 1 and 2 present results for samples stratified on the median 
of Community workers, defined as average proportion of persons with community and social services occupations 
across a bank’s branch states, weighted by deposits collected in each state. Columns 3 and 4 present results for 
samples stratified on the median of Proportion of CRA-loans, defined as total small business loans extended to low- 
or moderate- income geographies or to businesses with gross annual revenues of $1 million or less, scaled by total 
loans. Standard errors are clustered by bank. Standard errors are clustered by bank. *, (**), and [***] denote two-
tailed statistical significance at 10%, (5%), and [1%] levels, respectively. Variable definitions are presented in 
Appendix. 
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Table 8: Matched Banks 
Panel A: Descriptive statistics 

  Non-disclosing Banks   Disclosing Banks       

2002-2004 (N=1098) 2002-2004 (N=1098) Differences 

  Mean Median   Mean Median   t-stats z-stats 

Nonperf commercial 0.010 0.006 0.010 0.005 0.126 0.158 

Nonperf other 0.007 0.004 0.007 0.004 0.407 0.146 

ROE 0.125 0.121 0.131 0.124 -1.422 -1.040 

Assets 5.961 5.959 5.946 5.991 0.483 -0.587 

Equity 0.094 0.089 0.095 0.089 -0.777 -0.403 

Interest income 0.043 0.042 0.042 0.042 0.347 -0.051 

Noninterest income 0.011 0.009 0.011 0.009 0.253 0.078 

Loan loss allowance 0.015 0.014 0.015 0.014 0.504 -0.608 

Commercial loan 0.276 0.266 0.275 0.270 0.093 -0.084 

Deposit 0.806 0.822 0.806 0.821 0.036 -0.018 

Logage 6.449 6.753 6.488 6.866 -0.568 -1.127 

Unemp rate 5.575 5.362   5.562 5.550   0.132 -0.697 
 
Panel B: Non-disclosure and loan performance 

   Nonperf commercial Nonperf other 

(1) (2) 

Treat×Post -0.002* -0.001 

(1.79) (0.79) 

Controls Yes Yes 

Year FE Yes Yes 

Bank FE Yes Yes 

Observations 4392 4392 

Adj. R-squared 0.418 0.481 

 
The table shows effects of non-disclosure on loan performance in a sample of propensity score matched banks based 
on the averages of bank characteristics before the reform (2002-2004), with a caliper of 0.01. Panel A presents 
means of bank characteristics of treatment and control banks before the reform (2002-2004). There are 366 unique 
treatment banks and an equal number of control banks, representing 4392 bank-year observations in total. Panel B 
presents coefficients and t-statistics in parentheses, from pooled regressions of Nonperf commercial or Nonperf 
other  on the independent variables listed and control variables in Table 4. Nonperf commercial is non-performing 
commercial loans divided by lagged total commercial loans. Nonperf other is non-performing non-commercial loans 
divided by lagged total non-commercial loans. ROE is net income divided by total equity.  Assets is log of total 
assets in million dollars. Equity is total equity divided by total assets. Interest income is interest income divided by 
total assets. Nonnterest income is noninterest income divided by total assets. Loan loss allowance is loan loss 
allowance divided by lagged total loans. Commercial loan is commercial loans (i.e., commercial and industrial loans 
and commercial mortgage loans) divided by total assets. Deposit is total deposits divided by total assets. Logage is 
log of the number of months since the date of opening. Unemp rate is the average unemployment rates across a 
bank’s branch counties, weighted by deposits collected in each county. Standard errors are clustered by bank. *, (**), 
and [***] denote two-tailed statistical significance at 10%, (5%), and [1%] levels, respectively. Variable definitions 
are presented in Appendix. 
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Table 9: Regression Discontinuity around the Threshold of $1 Billion Assets  
  Nonperf commercial Nonperf other 

(1) (2) 
Treat×Post -0.004** -0.002 

(2.26) (0.96) 
Assets 0.205 0.272 

(0.21) (0.29) 
Assets2 -0.044 -0.073 

(0.18) (0.32) 
Assets3 0.004 0.009 

(0.15) (0.35) 
Assets4 -0.000 -0.000 

(0.12) (0.38) 
Equity -0.021 0.022 

(0.43) (0.60) 
Interest income 0.006 0.112 

(0.06) (1.62) 
Nointerest income 0.290* -0.185* 

(1.78) (1.67) 
Loan loss allowance 1.035*** 0.251*** 

(7.51) (5.65) 
Commercial loan 0.022* -0.005 

(1.73) (0.25) 
Deposit -0.006 -0.019 

(0.54) (1.43) 
Logage 0.004 0.015 

(0.53) (1.51) 
Unemp rate -0.001 0.002*** 

(0.25) (2.83) 
Constant -0.379 -0.461 

(0.26) (0.34) 
Year FE Yes Yes 
Bank FE Yes Yes 
Observations 618 618 
Adj. R-squared 0.690 0.494 

 
The table presents coefficients and t-statistics in parentheses, from pooled regressions of Nonperf commercial or 
Nonperf other on the independent variables listed, using a sample of non-disclosing banks with assets between $750 
million and $1000 million (as treatment banks) and disclosing banks with assets between $1000 million and $1250 
million (as control banks). Nonperf commercial is non-performing commercial loans divided by lagged total loans. 
Nonperf other is non-performing non-commercial loans divided by lagged total loans. Treat is equal to one for 
banks that stop disclosing geographic lending, and zero otherwise. Post is equal to one for years of 2005-2007, and 
zero otherwise. Assets is log of total assets in million dollars. Equity is total equity divided by total assets. Interest 
income is interest income divided by total assets. Nonnterest income is noninterest income divided by total assets. 
Loan loss allowance is loan loss allowance divided by lagged total loans. Commercial loan is commercial loans (i.e., 
commercial and industrial loans and commercial mortgage loans) divided by total assets. Deposit is total deposits 
divided by total assets. Logage is log of the number of months since the date of opening. Unemp rate is the average 
unemployment rates across a bank’s branch counties, weighted by deposits collected in each county. Standard errors 
are clustered by bank. *, (**), and [***] denote two-tailed statistical significance at 10%, (5%), and [1%] levels, 
respectively. Variable definitions are presented in Appendix. 
 


