
Ad
ve

r

The Journal of Finance / Volume 75, Issue 5 /  pp. 2377-2419

ARTICLE

Bad Credit, No Problem? Credit and Labor Market Consequences of Bad Credit Reports

First published: 01 June 2020

https://doi.org/10.1111/jo�.12954

ABSTRACT

Supporting Information 

Please note: The publisher is not responsible for the content or functionality of any supporting information
supplied by the authors. Any queries (other than missing content) should be directed to the corresponding
author for the article.

REFERENCES 

Agarwal, Sumit, Souphala Chomsisengphet, Neale Mahoney, and Johannes Stroebel, 2017, Do banks pass
through credit expansions to consumers who want to borrow? The Quarterly Journal of Economics 133, 129–
190.

WILL DOBBIE, PAUL GOLDSMITH-PINKHAM, NEALE MAHONEY, JAE SONG

PDF

We study the �nancial and labor market impacts of bad credit reports. Using di�erence-in-
di�erences variation from the staggered removal of bankruptcy �ags, we show that bankruptcy
�ag removal leads to economically large increases in credit limits and borrowing. Using
administrative tax records linked to personal bankruptcy records, we estimate economically small
e�ects of �ag removal on employment and earnings outcomes. We rationalize these contrasting
results by showing that, conditional on basic observables, “hidden” bankruptcy �ags are strongly
correlated with adverse credit market outcomes but have no predictive power for measures of job
performance.
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