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Abstract

This study explores the impact of the balance sheet choices of failed bank on asset
recovery rates during the Great Recession. We find asset recovery rates are lower
for banks with higher exposure to real estate loans and regions with more volatile
housing prices, while relying on brokered deposit. This suggests that asset recovery
rates are lower as a consequence of banks’ choice to fund loans by brokered
deposits, to pursue aggressive growth strategies via riskier loans lent in more
volatile locations.  Finally, this research will shed valuable lights for policy makers in
dealing with assets of failed banks.
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