
(https://www.ssrn.com/)
(https://papers.ssrn.com/sol3/ShoppingCart

Product
&
Services

Subscribe
Submit
a
paper

Browse Rankings Blog ↗ Contact




 Add Paper to My Library

Download This Paper (Delivery.cfm/SSRN_ID245813_code001031510.pdf?abstractid=245813&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID245813_code001031510.pdf?abstractid=245813&mirid=1&type=2)



Share:       

Bank Capital Structure, Regulatory Capital, and Securities Innovations
FRB Atlanta Working Paper 2000-18

40 Pages
Posted: 13 Dec 2000

George J. Benston (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16228)
Emory University - Department of Accounting

Paul J. Irvine (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=44448)
Neeley School of Business

Jim Rosenfeld (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=44449)
Emory University - Department of Finance

Joseph F. Sinkey (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16492)
Terry College of Business, The University of Georgia

Date Written: October 2000

Abstract
Although financial instruments that, in effect, permit corporations to treat preferred stock dividends as tax-deductible interest have been used by nonfinancial corporations since
late 1993, bank holding companies (BHCs) did not issue these trust-preferred securities (TPS) until 1996, when the Federal Reserve qualified them as Tier-1 capital. We delineate
and test hypotheses with 1) analyses of the stock-market reaction to the Fed's ruling and to TPS filings and 2) comparisons of BHCs that issued TPS with those that did not. We
conclude that regulatory capital requirements, tax savings, and uninsured sources of funds can have significant positive effects on BHCs' demand for capital; growth and
investment opportunities have an inconclusive effect; and transaction costs have a negative effect. Our results are not consistent with the moral-hazard hypothesis.
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