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Summary

• Question
▶ How and why does minority ownership affect minority credit?

• Approach
▶ Summarize lending behavior across bank type
▶ Compare outcomes across race of lender-borrower matches
▶ DiD exploiting bank failure for minority-owned bank

• Key Results
▶ MO Banks: More real estate, portfolio loans, minority borrowers
▶ Same-race matches: Ownership has sizeable effect on approval rates and delinquency
▶ Bank failures: Negative effect from relationship breakdown

• Comments
▶ Relevant Control
▶ Empirical Design
▶ Additional Channels

Relevant Control Empirical Design Additional Channels Conclusion



Relevant Control



Comment #1: What is the relevant control group?

• This Paper: Various control groups

• Intuitive Approach:
▶ Question: How do minority borrowers benefit relative to other races and other banks?
▶ Variation: Within bank-year and across borrower race

• Suggestion: Unified framework
▶ Relevant population: Minority borrowers relative to all borrowers
▶ Relevant treatment: Minority owned banks relative to all banks
▶ Hypothesis: Minority ownership > Non-Minority Ownership

Yi,b,c,t = βRacei + δRacei × Ownershipb + αb,c,t + X ′γ + ε i,b,c,t

▶ Same empirical challenges but now policy-relevant framework
• Mechanism: Minority Ownership relative to Minority Boards
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Empirical Design



Comment #2: Pinning down causal variation

• This Paper: MO Banks hold soft information

• Implication: Unobservables matter for outcomes
• Deeper implication: Observables useful but not sufficient
• Solution: Causal Inference

▶ This paper: DiD using bank failures
◦ Good: Only same-race approvals decline

⇒ Insider Info: Do applications change over time?
⇒ Triple-Difference: Only same-race decline within-county?

◦ What does rejecting the null hypothesis mean?
▶ Alternative: Continuous Ownership Variable

◦ Test: Exploit variation in minority ownership
◦ Sample using peripheral counties:
◦ Sharp test: Loan renegotiation

⇒ Supply side: Peripheral counties
⇒ Demand side: Already originated

Relevant Control Empirical Design Additional Channels Conclusion
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Additional Channels



Comment #3: Useful to explore push and pull factors more

• Minority Owners Pull From Borrowers

▶ This Paper: Relationships and Knowledge
▶ Additional Channel: Access and Investment

◦ Deposits
⇒ Do MO Banks exert deposit market power?
⇒ Drechsler, Savov, Schnabl (2017) tests on deposit rates and MO Banks

◦ Speculative Activity
⇒ How did MO Banks lend during the pre-2008 housing boom?
⇒ Mian and Sufi (2009) tests on elastic housing supply & MO Banks

• Borrowers Push To Minority Owners
▶ Do minority borrowers prefer MO Banks?
▶ Test: Do minorities respond to credit expansions?

Relevant Control Empirical Design Additional Channels Conclusion
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• Paper tackles important policy question using rich data
• Involved approach provides several angles at complex problem
• Could pin down mechanism using alternative designs and channels
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