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Disclaimer

The views expressed here are my own and do not necessarily reflect the views of
the Federal Reserve Bank of Richmond.
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The Paper in One Slide

Big Picture
• Deposit insurance converts a risky asset (UD) into a risk-free one (ID)*
• This changes the HHs’ portfolio choice set
• HHs previously maxed-out on ID sell risky assets and purchase more ID

Estimation
• February 2000: DI limit increased from 100L to 500L
• Study “bunchers” who were maxing out UD; depositor and zip-time FEs
• 1pp increase in DI coverage→ 2.1% increase in deposits, driven by those with
“brokerage accounts” that sold risky assets

3



The Paper in One Slide

Big Picture
• Deposit insurance converts a risky asset (UD) into a risk-free one (ID)*
• This changes the HHs’ portfolio choice set
• HHs previously maxed-out on ID sell risky assets and purchase more ID

Estimation
• February 2000: DI limit increased from 100L to 500L
• Study “bunchers” who were maxing out UD; depositor and zip-time FEs
• 1pp increase in DI coverage→ 2.1% increase in deposits, driven by those with
“brokerage accounts” that sold risky assets

3



Key Contributions

• Motivation: Extremely relevant paper; policymakers are actively discussing
this topic (CPI indexing; increase for payroll accounts; role of reciprocal
deposits; risk-sensitivity of premiums)

• Clever data and identification: Clean setup; using bunchers to drive
identification is quite neat!

• Positioning: Optimal level of DI is still—for me—a puzzle. This paper provides
at least one more piece.

• External validity: Net effects of more DI depend on many things (current
limits; relative position of each depositor). Same for general equilibrium
(TBTF vs other banks; competitive environment)
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Big-Picture Comment: Framing of the results

• From conclusion: “we show that raising the DI threshold prompts depositors...
[to] increase deposits and a decline in stock holdings”

• From Dramar et al (2019,2025): “we show that households respond by drawing
down deposits and shifting towards mutual funds and stocks”. This is in
response to a 2005 increase in DI in Canada.

• Suggestion: How can we reconcile the two results?
1. In both papers, after increase of DI consumers are outside their optimal choice.
2. Here, people with only 100L in their account realize they can increase their ID
holdings and rebalance in

3. In Dramar’s, people way above the limit realize they now have too much ID now
and rebalance away
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Technical Comment 1: Choice of bunching (preempting R2)

• Paper compares “bunchers” (75-100) vs control group (100-125)

• Several robustness exercises: narrow vs wide; grid search; 100 → 104. But,

• Where is the excess mass? Looks like in 100-110, not 75-100
• What about the smaller bunching at 200?
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Technical Comment 2: Sharper placebo tests

• Alternative story: At the onset of COVID-19, poorer borrowers accumulated
more savings

• Thus, borrowers in (75− 100] increase deposits more (in relative terms) than
those in (100− 125], and even more than those in (100− 500]. This is not
solved by the FEs.

• Suggestion 1: Focus on narrow bandwidth, leave other for appendix
• Suggestion 2: Modify the placebo. Show coefs. of doing (50− 75] vs (75, 100],

(100, 125] vs (125, 150], etc. Don’t just start the placebo on the right of
threshold.

7



Technical Comment 2: Sharper placebo tests

• Alternative story: At the onset of COVID-19, poorer borrowers accumulated
more savings

• Thus, borrowers in (75− 100] increase deposits more (in relative terms) than
those in (100− 125], and even more than those in (100− 500]. This is not
solved by the FEs.

• Suggestion 1: Focus on narrow bandwidth, leave other for appendix
• Suggestion 2: Modify the placebo. Show coefs. of doing (50− 75] vs (75, 100],

(100, 125] vs (125, 150], etc. Don’t just start the placebo on the right of
threshold.

7



Technical Comment 2: Sharper placebo tests

• Alternative story: At the onset of COVID-19, poorer borrowers accumulated
more savings

• Thus, borrowers in (75− 100] increase deposits more (in relative terms) than
those in (100− 125], and even more than those in (100− 500]. This is not
solved by the FEs.

• Suggestion 1: Focus on narrow bandwidth, leave other for appendix
• Suggestion 2: Modify the placebo. Show coefs. of doing (50− 75] vs (75, 100],

(100, 125] vs (125, 150], etc. Don’t just start the placebo on the right of
threshold.

7



Technical Comment 2: Sharper placebo tests

• Alternative story: At the onset of COVID-19, poorer borrowers accumulated
more savings

• Thus, borrowers in (75− 100] increase deposits more (in relative terms) than
those in (100− 125], and even more than those in (100− 500]. This is not
solved by the FEs.

• Suggestion 1: Focus on narrow bandwidth, leave other for appendix

• Suggestion 2: Modify the placebo. Show coefs. of doing (50− 75] vs (75, 100],
(100, 125] vs (125, 150], etc. Don’t just start the placebo on the right of
threshold.

7



Technical Comment 2: Sharper placebo tests

• Alternative story: At the onset of COVID-19, poorer borrowers accumulated
more savings

• Thus, borrowers in (75− 100] increase deposits more (in relative terms) than
those in (100− 125], and even more than those in (100− 500]. This is not
solved by the FEs.

• Suggestion 1: Focus on narrow bandwidth, leave other for appendix
• Suggestion 2: Modify the placebo. Show coefs. of doing (50− 75] vs (75, 100],
(100, 125] vs (125, 150], etc. Don’t just start the placebo on the right of
threshold.

7



Figure 1: Current placebo (left) vs suggested one (right)

8



Conclusion

• Loved the paper; valuable and careful contribution.
• A bit hesitant to draw general conclusions from this event.
• Not sure we can fully tease out who is a buncher.

Thank you!
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