A Online Appendix — Further Robustness Tests

This Online Appendix contains results from robustness tests that are not included in the

main body of the paper.

A.1 Time-varying holdings by insurers

In our baseline specifications, we include the fraction of all insurers’ holdings of the
amount outstanding in 2006 (InsFrac2006,) interacted with time as a control variable
because insurers were potentially different from other securities lenders. As a robustness
check, we replaced InskFrac2006, with the fraction measured at the end of each year y
(InsFracy,). Tables 10 and 11 show the results and are analogous to Tables 2 and 3 in the
main text. The results are similar to our baseline results. This is not surprising because
insurers’ holdings vary more across bonds than across years. The between-variation in
InsFracy, measured by the standard deviation across our sample of 18,000 corporate

bonds is 0.25. By contrast, the within-variation of the same sample is only 0.07.

A.2 Additional results using restricted sample

Tables 12, 14, and 13 report analogous results to those in Tables 5, 6, and 7 of the main
text using the restricted sample of bonds that are held by insurers at the end of 2010.

A.3 Price dispersion unconditional dynamics

We repeat the analysis in section 5.2 excluding the 32 bond-level control variables
interacted with time. With only quarterly dummy variables in addition to the bond and
month fixed effects, we obtain results that are unconditional on any bond characteristics.
We used the same three subsamples that we analyzed in Figure 3. The first subsample
contains those corporate bonds that are held by insurance companies excluding AIG. The
second subsample contains those corporate bonds that are held predominantly by AIG
(defined as AIG holdings greater than 40 percent). Figure 11 plots the coefficients on
the quarterly dummy variables. The blue diamonds, green squares, and red circles are
the point estimates, respectively, from the regressions using bonds predominantly held
by AIG, using bonds that are held by insurers other than AIG, and using bonds not

held by any insurer. The horizontal lines drawn through each symbol are the 95 percent
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confidence intervals. Figure 11a shows that the price dispersion increased the most for
bonds predominantly held by AIG. The coefficients labelled “post2009Q1” in Figures 11b
and 11c show that, after an adjustment period, most of the overall increase in price
dispersion stems from an increase in price dispersion in client-dealer trades. That is,
although the increase in price dispersion in dealer-dealer trades remains positive and
significant after the initial impact of the shock, it is far smaller than the increase in price

dispersion in client-dealer trades.
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Figure 11: The dynamics of price dispersion at a quarterly frequency. The
three panels of this figure show coefficient plots from regressions using as dependent
variables the price dispersion among all trades, interdealer trades, and dealer-client trades,
respectively. These panels show the unconditional change in corporate bond securities
lending because these specifications contain only the quarterly dummy variables to reveal
the dynamics. The data are divided into three mutually exclusive subsamples. The first
subsample contains those corporate bonds that are held by insurance companies excluding
AIG. The second subsample contains those corporate bonds that are held predominantly
by AIG (defined as AIG holdings greater than 40 percent). Price dispersion is the monthly
average of the daily difference between high and low bond prices. The point estimates
from the regressions using the first, second, and third subsamples are denoted by blue
diamonds, green squares, and red circles, respectively. The horizontal lines drawn through
each symbol are the 95 percent confidence intervals. Source: NAIC Statutory Filings and
TRACE.
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