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Motivation

Information disclosure plays an important role in external monitoring and could provide a potential
disciplinary mechanism

▶ Changes to lending
▶ Spillover effects on credit access

Disclosure increases monitoring by funding providers and improves bank operations (Diamond and
Dybvig, 1983; Chen et al., 2022; Granja and Leuz, 2024; Kleymenova and Tomy, 2022)
Does disclosure of information provided by consumers have any impact on banks?



Background

CFPB was created to provide oversight of financial consumer markets
▶ Regulator dedicated to consumer finance
▶ Discloses and investigates consumer complaints
▶ Refers complaints to other regulators if required

Is public disclosure of complaints an effective tool?
▶ Disclosure could signal potential problems with banks
▶ However, disclosure without regulatory action may not have any material impact
▶ CFPB has been called “unaccountable and ineffective” (NY Times 2017 article)
▶ Political cycles can influence the CFPB’s approach to supervision and enforcement

https://www.nytimes.com/2017/11/28/us/politics/consumer-bureau-efficacy.html


Research Questions

1) What is the impact of public disclosure of consumer complaints?
▶ How do depositors respond?

2) Is there an impact on bank behavior?
▶ Do banks change interest rates or other features of consumer products?

3) Are the reactions driven by the “existence” of deficiencies or the “disclosure” of these deficiencies
in the complaints?



Related Literature

Disclosure as a disciplining mechanism
▶ Depositors discipline banks (Anbil 2018; Chen et al. 2022; Diamond and Dybvig 1983; Iyer and Puri

2012)
▶ Funding providers discipline banks (Acharya and Ryan 2016; Bushman and Williams 2012; Flannery

1998)
▶ Capital market participants respond to change in disclosure regime by other regulators (Duro et al.

2019)
Spillover effects from supervision and regulation

▶ Changes in regulatory incentives (Granja and Leuz 2024; Kleymenova and Tomy 2022; Passalacqua et
al. 2022)

▶ Spillover effects from CFPB enforcement (Hayes et al. 2021; Fuster et al. 2022; Dou and Roh 2020;
Mazur 2022; Dou et al. 2023)



Institutional Setting: Creation of CFPB

CFPB was formed with the passing of the Dodd-Frank Act in July 2010
Began operating in July 2011
Authority over banks and nonbanks, with powers in three areas:

▶ Rulemaking
▶ Supervision and examination
▶ Enforcement

CFPB supervises depository institutions and their affiliates with total assets greater than $10B



CFPB Complaints Database

The public database includes data from certain consumer complaints submitted on or after
December 1, 2011
Consumers submit their complaints about financial products and services through CFPB’s website
CFPB sends complaints to companies for a response
Complaints are published after the company responds, confirming a commercial relationship with
the consumer or after 15 days, whichever comes first
These disclosures are intended to

▶ Provide consumers with “timely and understandable information to make responsible decisions about
financial transactions” and

▶ Ensure that markets for consumer financial products and services “operate transparently and
efficiently”

https://www.consumerfinance.gov/complaint/


CFPB Complaints Database



CFPB Complaints Narrative: Example 1

An unauthorized charge was made on my debit card using the PIN on XXXX XXXX. The same day, I disputed the charge, filed a police
report and filed a report with the security at the location of the ATM. The bank closed the dispute claiming that because my PIN was used
there was no evidence of fraud and the claim could not proceed. This is a direct violation of XXXX XXXX XXXX It is not my reponsability
to make guesses as to how the culprit got my PIN, nor is it my responsibility to tell the police what to write into reports. Most importantly,
because I reported the violation within XXXX hours, my liability remains at a maximum of $50.00 XXXX pin or no pin ) and under the
banks own ” XXXX liability ” policy, I should receive full reimbursement of $400.00.



CFPB Complaints Narrative: Example 2

To Whom It May Concern, I am writing to formally lodge a complaint against Bank of America concerning an incident that I believe
constitutes a violation of the Expedited Funds Availability Act (EFAA) and Regulation CC. On XX/XX/2023, I deposited a cashier’s check
into my account at Bank of America. Despite the nature of the instrument being a cashier’s check, which typically warrants a shorter hold
period due to its near-equivalent status to cash, Bank of America has placed an extended hold on these funds, with a release date set for
XX/XX/XXXX. This extended hold is considerably longer than the standard timeframes outlined in Regulation CC, which generally requires
XXXX XXXX to make funds from cashier’s checks available within one business day after the deposit is made. The delay in the availability
of my funds has caused significant inconvenience and potential financial hardship, as I am unable to access my own money. I have
attempted to resolve this issue directly with Bank of America, but have not received a satisfactory explanation or resolution. Therefore, I
am seeking assistance from the Consumer Financial Protection Bureau to investigate this matter. It is my understanding that the CFPB is
committed to ensuring fair and lawful practices in the banking sector, and I believe this situation warrants such attention. [...]



Geographical Distribution of Complaints, 2011-2020



Geographical Distribution of Complaints by Region
(a) Northeast (b) Southeast

(c) Midwest (d) West



Stylized Fact 1

Figure: Wells Fargo 2016 Fake Accounts Scandal



Stylized Fact 2

Figure: Citibank AA Rewards and Pandemic



Stylized Fact 3

Figure: Mortgage Complaints vs Other Complaints



Data Sources

1) CFPB Complaints Database (public and confidential)
2) Call Reports
3) RateWatch
4) U.S. Census
5) CRSP
6) Summary of Deposits (SOD)
7) Home Mortgage Disclosure Act (public and confidential HMDA) data



Sample Construction
Focus on a subset of firms subject to CFPB oversight
Follow Fuster et al. (2022) identification process



Distribution of Complaints by Bank Assets

The largest banks receive the highest number of complaints
Follow Fuster et al. (2022) and focus on a subset of banks below $25B in total assets

$1B-$5B $5B-$10B $10B-$15B $15B-$20B $20B-$25B $25B+ Total

CFPB Complaints 134 1,940 6,195 7,407 6,575 609,146 631,397

Sample 134 1,928 6,060 7,089 6,347 - 21,558



Sample Construction Methodology

1) Identify banks with $1–$25B in assets between 2005:Q1 and 2020:Q1

2) Remove banks that are subsidiaries of Bank Holding Companies with total assets greater than $50B
in assets

3) Merge with the list of CFPB-supervised institutions.
▶ Identify banks supervised by CFPB using the public list of depository institutions and their affiliates

published on CFPB’s website



Does Disclosure Matter?

Is disclosure of complaints material?
Study the equity market reaction

▶ Increase in bid-ask spread: some evidence of higher uncertainty
▶ Increase in trading volume: some evidence of disagreement

Study depositors’ reaction
▶ Some evidence of decline in deposits
▶ Banks with a higher number of complaints in a given year-county see a higher decline in deposits

Study mortgage market reaction
▶ Banks with consumer complaints see a decline in their mortgage market shares



Specific Complaints and Depositor Reaction
Is there a difference across the types of complaints?

log(Deposits)
(1) (2) (3) (4) (5)

CFPB Oversight 1.49∗∗∗ 1.56∗∗∗ 1.57∗∗∗ 0.449∗∗∗ 0.425∗∗∗

(0.142) (0.105) (0.105) (0.070) (0.074)

% of Account-Related Complaints 4.61∗∗∗ 4.71∗∗∗ 4.73∗∗∗ 1.25∗∗∗ 1.20∗∗∗

(0.058) (0.143) (0.150) (0.262) (0.279)

CFPB Oversight x % of Account-Related Complaints -3.89∗∗∗ -4.10∗∗∗ -4.15∗∗∗ -1.20∗∗∗ -1.14∗∗∗

(0.190) (0.186) (0.179) (0.271) (0.288)

Bank and County Controls No Yes Yes Yes Yes
Year, Bank, County FE No No Yes Yes Yes

Observations 7,192 6,766 6,766 6,766 6,766
Adjusted R2 0.270 0.310 0.313 0.907 0.901

% of Account-Related Complaints is % of the total number of complaints for a specific bank, in a specific county, in
a given year
Banks with accounts-related complaints in a given quarter show an increasing decline in deposits



Do Banks React to Complaints?
Using RateWatch data, investigate if banks change their deposit rates

3-month 6-month 12-month 24-month 60-month
(1) (2) (3) (4) (5)

CFPB Oversight 0.010 0.040 0.029 0.023 0.005
(0.034) (0.031) (0.031) (0.026) (0.023)

Public Disclosure -0.060 -0.470∗∗ -0.421∗∗∗ -0.297 -0.187∗∗

(0.126) (0.196) (0.145) (0.187) (0.083)

CFPB Oversight x Public Disclosure 0.112 0.472∗∗ 0.530∗∗∗ 0.312∗ 0.191∗∗

(0.124) (0.196) (0.143) (0.187) (0.082)

Bank and County Controls Yes Yes Yes Yes Yes
Quarter, County, Bank FE Yes Yes Yes Yes Yes

Observations 3,035 3,067 3,093 3,069 3,062
Adjusted R2 0.754 0.775 0.761 0.741 0.682

Banks appear to increase rates for less liquid deposits, on longer-term CD
Possibly reducing some declines in deposits



Does the Intensity of Complaints Matter?
Using RateWatch data, we further focus on banks with complaints to see if some of the changes are driven by
banks with a higher intensity of complaints

log(Deposit Rate)CD

(1) (2) (3)

Public Disclosure 0.007∗∗∗

(0.003)

High Complaint 0.007∗∗∗

(0.003)

Total Complaints 0.003∗∗∗

(0.001)

Bank and County Controls Yes Yes Yes
Quarter, County, Bank FE Yes Yes Yes

Observations 153,886 153,886 153,886
Adjusted R2 0.801 0.801 0.801

Banks with above median complaints in a given quarter appear to increase rates more



Textual Analyses

Starting from 2015, CFPB publishes the full narrative of complaints by consumers who opt-in for
disclosure

▶ Use the BERT model to understand emotions from complaints
▶ Identify probabilities for the three highest likelihood of complaints
▶ Examine whether sentiment has explanatory power in understanding the response of depositors
▶ Find some suggestive evidence that complaints with “disappointment” are associated with declines in

deposits
▶ Banks with CFPB oversight and a higher percentage of complaints with disappointment show a

relative decrease in deposits



Textual Analyses

Use LDA to identify the main topics contained in the corpus of the text of the complaints narrative
▶ Each complaint is a mixture of topics, and each topic is a mixture of words
▶ Allows complaints to contain multiple topics rather than being separated into discrete groups
▶ Find some evidence that complaints about credit scores and credit cards are associated with declines

in deposits



Textual Analyses: LDA

Figure: Topic Results from LDA using public CFPB Data

We use the complaints narratives across all banks



Full CFPB Database - Confidential CFPB Database

Difference between publicly disclosed CFPB and full CFPB database
CFPB withholds complaints from public disclosure upon request from banks or customers
CFPB redacts any identifying information before publicly disclosing the complaints
Our initial analysis shows a significant difference between the two databases
Confidential dataset gives us a longer time series and more complaints
Similar to the public data, the large share of complaints focuses on non-mortgage products



Additional Analyses
Figure: Topic Results from LDA using full CFPB Data

We use the complaints narratives across all banks



Next Steps

Utilize differences in disclosure timing
▶ Complaints narratives is disclosed starting in 2015
▶ Using a DID framework, identify the impact of disclosure of complaints vs. disclosure of the narrative
▶ Consider using fuzzy RDD

Use the intensity of content disclosure
Additional complaints classifications (e.g., AI-based classification of content)



Conclusion
Disclosure of consumer complaints is material

▶ Some evidence of increased uncertainty in the equity market
▶ Some evidence of depositors’ response
▶ Some evidence of loss of market share in the mortgage market

Banks with more complaints try to attract longer-term deposits
Textual analysis

▶ BERT analysis: disappointment associated with declining deposits
▶ LDA analysis: credit scores and credit card-related complaints result in a decrease in deposits, while

customer service and mortgages result in an increase in deposits relative to banks that have no
complaints

▶ Emotions inferred from the text of complaints do not empirically show a differential reaction from
depositors

▶ Most complaints represent a negative sentiment
Potential policy implications: disclosure of consumer complaints provides additional market
discipline



Thank You!
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