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This Paper

e Question
* How do stock market increases impact demand for housing?

e Challenge

e Stock market and housing demand related with other factors (e.g.
interest rate)

* What we do

* We compare weeks in which stock-market indices reach a maximum
and cross/not-cross a milestone (e.g. Dow 10000, S&P 2000)

 Maximum-only and milestone weeks are indistinguishable on a
series of economic indicators

* While a milestone has no economic importance, it increases news—
and therefore attention—of an increase in wealth
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Our strategy

e Scenario A: Historical maximum

e Stock index closes at 985, 995 and 990 at day -1, day 0, and day 1
* |tis the first time the stock index reaches 995.

e Scenario B: Milestone: maximum crossing 1000-point
* Stock index closes at 995, 1005 and 1000 at day -1, day O, and day 1
* Itis the first time the stock index reaches 1005

e Scenario A and B have similar return before reaching the
maximum

* Key difference: milestone grabs more attention of investors

* The differential effects between the milestone and the
historical maximum capture the attention effect in addition
to the wealth effect.
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Our strategy
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Findings

* In the weeks stock-market indices reach milestones there is
* Doubling of news and internet searches mentioning “stock market”
Individual investor bullishness rises by half standard deviation
Increase in demand for housing
* More loan applications, larger loans

Change in the composition of housing applications

* Increase in mortgage applications of higher income, high FICO, and in
regions with higher equity holdings

Increase in leverage and worse loan performance

* Loan-to-income and loan-to-value ratios rise, and higher likelihood of
delinquency

* Mechanisms: these findings are consistent with attention
affects rather than pure wealth effects.
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Motivation

* Why should we care?

* Mortgages are largest household liability and housing is biggest component of
leverage (Mian and Sufi 2008)

* Credit cycles impact real activity and restricting household leverage can
improve financial stability and growth (DeFusco et al 2017, Mian et al 2017)

* Why could the stock market movements affect house

purchasing decisions?

* Wealth effects (Davis and Palumbo 2001, Di Maggio et a/ 2018)
* Behavioral inattention/round number biases (Lacetera et al 2012, Gabaix 2018)
* Overweighting front page news (Greenwood and Shleifer 2014, Fedyk 2018)
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Contribution

 Factors affect housing demand:

 Demographics, household income and wealth, credit supply and
beliefs about future housing demand (Mian and Sufi 2009; Adelino et
al., 2012; Favara and Imbs 2015; Kaplan et al. 2017; Liu et al., 2019)

* Relationship stock market wealth, housing wealth and
household consumption:

* Poterba 2000; Baker et al., 2007; Frydman et al., 2018; Chodorow-
Reich et al. 2019; Di Maggio et al. 2020

e Salience and attention:

* Round numbers effects (Johnson et al. 2007; Bhattacharya et al.
2012; Lacetera et al. 2012)
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Roadmap

* Data
* Dow Jones Index from 1990-2016: aggregate to weekly data
* Comparison of milestone (treatment) and maximum (control) groups

Impact of milestone on stock-market awareness
* TV and Newspapers articles, internet searches and consumer confidence

Impact of milestone in housing market:
* Number of loan applications, loan value, and house prices
* Composition of borrowers (Individual and region)
* Risk-taking

Mechanisms

Conclusion
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Data

e Stock-Market Awareness
* TV mentions (Television News Archive)
* Internet searches (Google trends)
* Confidence data (Bloomberg)
* Newspaper articles (Factiva)

* Housing Demand
* Mortgage Applications (HMDA)
* Loan Performance (McDash)

e Other Data
* Household debt(Consumer Credit Panel-Equifax data)
* Equity holdings per zip-income (IRS)
e Demographics (Census)
* Housing Price data (Corelogic)
e Car price data (J.D. Power’s Power Information Network)
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Std.
Observations ~ Average plo pS0 po0 Deviation

A. Stock Market Variables
Max,, 1,371 0.19 0.00 0.00 1.00 0.39
Milestones 1,371 0.01 0.00 0.00 0.00 0.12
PE-Ratioy 1,371 25.7 16.0 20.8 33.9 17.2
DJ Growth Previous Month 1,371 6.0 3.9 1.0 4.5 3.7
DJ Growth Following Month 1.371 6.0 3.9 1.0 4.5 3.7
B. Macroeconomic Variables
Bullishy, 1,371 40.0 27.9 39.5 53 9.5
Miserym 1,371 8.1 6.0 8.1 10.7 1.7
Coincident; n 16,200 90.5 72.4 90.8 106.6 14.0
Leading; m 16,200 1.25 0.13 1.52 2.48 1.03
Uncertaintym 1,371 112 67 101 177 45
Confidencey 1,371 35.8 10.0 35.0 71.0 19.5
30-year Mortgage Raten 1,371 5.9 3.8 6.0 7.9 1.5
C. Media Variables
TV 685 9.3 5.5 8.0 14.0 4.2
Newspapersy 403 0.1 0.0 0.1 0.2 0.1
Searchesy 1,155 63.7 32.0 63.0 94.0 26.0

Cont.
16
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Std.

Observations Average pl0 p50 p90 Deviation
Housing Variables
EquityHoldings, , 86,253,490 0.27 0.07 0.23 0.60 0.19
Approval,, 79,548,740 85 0 100 100 35
Applncome; y, , 86,253,490 96 34 75 165 90
LoanValue, , 86,253,490 194 48 155 378 166
Loan-to-Income; , ,, 86,253,490 224 75 217 375 114
HomeValue; , , 13,112,546 325 110 240 594 517
Loan-to-Value;, ,, 13,112,546 79 60 80 95 14
Non-Conventional, , ., 13,112,546 342 0.0 0.0 100.0 474
FICO;}, 10,014,270 723 630 735 795 62
Late;, ,, 9,245,079 5.0 0.0 0.0 0.0 21.7
Late-HighFICO;}, , 4,396,359 1.1 0.0 0.0 0.0 10.3
HousePricelndex, , 485,800 99.0 132.0 2153 45.7 21.7
Car-Market Variables
CarSales,, 956 1,580 991 1,558 2,162 441
PriceNewCar,, 956 29,772 28,629 29,726 31,079 1,013
PriceUsedCar, 956 17,231 16,341 17,168 18,295 737
Purchases,, 956 245 17 25 32 5.4
Cash,, 956 79.5 71 80 87 5.4

17
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Stock-Market Movement: Awareness and Confidence
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Stock Market Movements
TV Mentions, Internet Searches, Consumer Confidence

» Specification

Yy = zw6max,w Maxw,t t zw6m5,w MSW,t+ X+ Qrt+ e,
Y, - Mentions/Searches/Confidence in week t
Max,,, - Dummy of a maximum w weeks to/from week t
MS,,. - Dummy of a milestone w weeks to/from week t
X, - Stock-market and macro controls at time ¢
Qtr - Quarter fixed effects

* Milestone is also a maximum: 6, , capture the additional effect of milestone

e Robust standard errors

19
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Impact of Maximum and Milestones
News paper articles on “Stock Market”
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Milestones and media exposure

Newspapersy TV Searches., Bullish.,
(1) (2) (3) 4
Presw-gn*MSw -5.14%* 0.00 -0.08 2 54%
(2.49) (0.02) (0.39) (1.47)
Presw-4w*MSy -161 0.01 -0.65 1.90
(2.02) (0.02) (0.40) (1.54)
Prejw-2w*MSw 2.08 -0.01 0.39 0.69
(3.09) (0.02) (0.64) (1.53)
Max, *MSy Q 334k 0.08*** 0_BQH** 267
(2.71) (0.03) (0.31) (1.55)
Postiw-20*MSyw 5.61%* -0.00 035 3.61%*
(2.48) (0.02) (0.40) (1.69)
Postaw-4n*MSy 5.44% 0.03 0.52 2.33%
(3.10) (0.02) (0.45) (1.39)
Postsw-gw*MSy 7 BO** 0.0G%*+* -0.03 3.03%*
(3.17) (0.03) (0.34) (1.53)
Postrw-gw*MSy 1.89 -0.00 -0.65%* 1.36
(2.39) (0.02) (0.30) (1.30)
Postow-10w*MSw 1.17 0.05%** 0.12 -041
(2.24) (0.02) (0.48) (1.25)
Postiiw-12w*MSw 0.62 0.03* 023 -1.76
(2.44) (0.02) (0.30) (127
Observations 1,115 415 697 1,113
R-squared 0.66 028 0.62 041
Macro Controls Yes Yes Yes Yes
Quarter FE Yes Yes Yes Yes

Average Dependent
Variable 93 0.1 63.7 40.0




SMU Classification: Restricted

Impact on Debt and Mortgage Market
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Stock Market Movements

Impact on Mortgage Market

In this section, we ask

* Do stock milestones impact household debt and
mortgage demand?
* Extensive margin: loan applications, second home
* Intensive margin: loan value

Does the impact depend on exposure to stock markets?

* Do stock milestones affect the borrowers’ composition,
risk-taking, and loan performance?
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Impact of milestones on household debt

Credit; , Revolving Credit; |
() 2 (€)] “4) (&) (©)
Pre,*MS, -0.28 -0.30 0.20 0.88 0.91 1.45
(0.85) (1.10) (1.22) (0.63) (0.80) (0.99)
Max *MS, 1.93%* 2.43%* 2.00 2.77xH* 2.98%*:* 2.97x*x*
(1.05) (1.25) (1.46) (1.00) (1.09) (1.12)
Post, ;*MS, 0.95 1.76 2.22% 0.78 1.16 1.47
(1.21) (1.31) (1.32) (1.00) (1.09) (0.99)
Observations 9,824,110 9,774,309 7,797,229 9,824,110 9,774,309 7,797,229
R-squared 0.18 0.92 0.92 0.19 0.94 0.94
Macro Controls Yes Yes Yes Yes Yes Yes
Zip*Year FE Yes ) ) Yes ) )
Borrower*Year FE No Yes Yes No Yes Yes
All All FICO>580 All All FICO>580

Borrowers

24
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Stock Market Movements

Impact on Mortgage Market - Specification

* Specification
Viop:e = +2.68000wMax, . + 3.6, ,MS, + X+ Zip*Qtr + Bank*Qtr +¢,,,,

Y2 bt - loan value j, in Zip z, by bank b, in week t
Max.,,, - Dummy of a maximum w weeks to/from week t
MS,,; - Dummy of a milestone w weeks to/from week t
X, - Stock-market and macro controls at time t
Zip*Qtr - Zip*Quarter fixed-effects

Bank*Qtr -  Bank*Quarter fixed-effects

* Milestone is also a maximum: 6, , capture the additional effect of milestone

25
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Impact of milestones on housing market
Extensive margin: number of mortgage

NumberLoans,,,
@) 2) A3) “4)
Pre, ,*MS,, 0.01 0.02 0.00 0.00
(0.03) (0.03) (0.03) (0.03)
Pre,,*MS,, -0.01 -0.00 -0.04* -0.04*
(0.03) (0.03) (0.03) (0.03)
Max, *MS,, 0.08* 0.09* -0.02 -0.02
(0.05) (0.05) (0.03) (0.03)
Post, ,*MS 0.11%* 0.11%* -0.03 -0.03
(0.06) (0.06) (0.03) (0.03)
Post, . *MS -0.01 -0.00 -0.00 -0.01
(0.05) (0.05) (0.03) (0.03)
Post,, *MS 0.17%** 0.11%** 0.03* 0.03
(0.04) (0.04) (0.02) (0.02)
Observations 975 975 851 851
R-squared 0.97 0.97 0.92 0.92
Year FE Yes Yes Yes Yes
Weekly Controls No Yes No Yes
Sample High Equity High Equity Low Equity Low Equity

26
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Impact of milestones on housing market
Intensive margin: Sample in zips with high equity holdings

Loan Amountipw

Second Homeibw

Home Valueibw

(L) (2) (3)
Presw-sw*MSw -1, 1 Q%% 0.07 0.11
(0.42) (0.14) (0.33)
Preswaw™MSy -0.52 0.17 -0.22
(0.34) (0.13) (0.33)
Pretwow*MSw -0.39 0.32°% 0.02
(0.36) (0.17) (0.31)
Maxw*MSw 0.07 0.37%** 0.50%
(0.41) (0.12) (0.31)
Postiwaw™MSw 0.51 (. 355 0.14
(0.41) (0.12) (0.32)
Postiwaw™MSy 1.05%* (. 38%** 0.25
(0.47) (0.10) (0.36)
Postsw-6w™ MSy 0.99%* (. 335k 0.52%
(0.41) (0.11) (0.34)
Post7w-sw*MSw 0.44 0.39%%* 0.43
(0.39) (0.08) (0.35)
Postow-10w™MSw 0.23 0. 445%* 0.39
(0.42) (0.10) (0.33)
Postiiw-12w*MSw -0.02 (. 35%** 0.55%
(0.49) (0.08) (0.33)
Observations 62.857.797 62.857.797 6.871.703
R-squared 0.17 0.40 0.37
Macro Controls Yes Yes Yes
MSA*Year FE Yes Yes Yes
Bank*Year FE Yes Yes Yes

27
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Impact of milestones on housing market
Intensive margin: Sample in zips with high equity holdings
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Milestone and Mortgage Application

Composition of Borrowers

* |s the composition of mortgage applicants affected
by the milestone?

* Income of applicants
e FICO

* Does the risk-taking of mortgage applicants affected
by milestones?
* Loan to value
* [nterest rate
e Delinquencies
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Stock Market Movements

Impact on Mortgage Market - Specification

* Specification

Vimbe=0 + ZWBmGX/W Max,,, + ZW6mS/W MS,, .+ X +Zip *Qtr + Bank*Qtr + €l mbt

Y/’, m,b,t

Max,,,
MS
Xt
Zip*Qtr
Bank*Qtr

w,t

Characteristics of borrower i in region m of a loan given by bank b,
in week t

Dummy of a maximum w weeks to/from week t
Dummy of a milestone w weeks to/from week t
Stock-market and macro controls at time t
Zip*Quarter fixed-effects

Bank*Quarter fixed-effects

* Milestone is also a maximum: 6, , capture the additional effect of milestone

30
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Impact of milestones on housing market
Risk characteristics of loans (loan-to-value ratio)

Applicant Income;pw FICOipw High LTVipw Interest Rateipyw  Defaultipw
(L) (2) (3) ) (3)
Presw-ew™MSyw 0.26 0.78 -0.10 0.02 0.06
(0.30) (0.48) (0.41) (0.02) (0.08)
Preswaw™MSy 0.43 0.40 -0.03 0.02 0.23
(0.32 (0.54) (0.32) (0.02) (0.16)
Prejwow™MSy 0.04 0.93% -0.18 0.04%* 0.25
(0.25) (0.50) (0.28) (0.02) (0.20)
Maxy*MSy -0.13 1.23%%% 0.22 0.02%* 0.20%*
(0.22 (0.47) (0.35) (0.01) (0.08)
Postiwauw*MSy 0.15 1.17%* 0.67* 0.02%* 0.26%**
(0.18) (0.52) (0.39) (0.01) (0.08)
Postiwaw™MSw 0.33% 1.07%* 1.03%%* 0.02%* 0. 27*%*
(0.20) (0.46) (0.42) (0.01) (0.07)
Postsw-6w* MSw 0.42%%* 0.62 0.91%** 0.02%* (.327%%*
(0.16) (0.47) (0.38) (0.01) (0.09)
Postrw-sw*MSw 0.29* 0.47 0.98%** 0.01 (.32 %
(0.16) (0.36) (0.40) (0.01) (0.07)
Postow-10w*MSy 0.25 0.42 (0,93 %% 0.01 (0.3Q%H*
(0.18) (0.29) (0.35) (0.01) (0.10)
Postijw-129" MSw 0.25 -0.29 -0.03 0.02%* 0.30%**
(0.17) (0.36) (0.44) (0.01) (0.07)
Observations 62.857.797 6.871.703 8.090.364 8.143.307 2.553.882
R-squared 0.26 0.15 0.07 0.79 0.07
Macro Controls Yes Yes Yes Yes Yes
MSA*Year FE Yes Yes Yes Yes Yes
Bank*Year FE Yes Yes Yes Yes Yes

31
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Impact on car market

CarSales, PriceNewCar,  Purchases, Cash,  PriceUsedCar,
(1) (2) 3) (4) (5)
Presm™MSp 0.05 0.33 0.21 -0.06 -0.86%*
(0.06) (0.26) (0.17) (0.21) (0.36)
Pre;n*MSp 0.13* 0.36 0.11 -0.33 -0.39
(0.07) (0.27) (0.23) (0.21) (0.36)
Preim*MSp 0.08 0.29 0.08 0.17 -0.07
(0.07) (0.30) (0.18) (0.21) (0.36)
Max,*MSp 0.14%** 0.74%** 0.36%* 0.20 0.27
(0.05) (0.25) (0.17) (0.19) (0.36)
Postim *MSp, 0.12* 0.70%* 0.41* 0.43* 0.21
(0.07) (0.30) (0.21) (0.23) (0.47)
Postyn*MSy 0.14%* 0.08 0.45%* 0.24 -0.15
(0.07) (0.26) (0.20) (0.22) (0.46)
Postsm™MSp -0.01 0.32 0.47%* 0.17 -1.32%%=
(0.06) (0.24) (0.21) (0.22) (0.41)
Observations 730 938 938 938 878
R-squared 0.57 0.80 0.95 0.93 0.82
Controls Yes Yes Yes Yes Yes
Quarter FE Yes Yes Yes Yes Yes
Avg(Dependent %
Variable) - - 79.5 24.5 -
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Summary

e Stock market milestones

* Increase in demand for housing
* More loan applications, more likely to be second home, larger loans
* Change in the composition of housing applications

* Increase in mortgage applications of higher income, higher FICO, and in
regions with higher equity holdings

* Increase in leverage and worse loan performance

* Loan-to-income and loan-to-value ratios rise, and higher likelihood of
delinquency

* |ncrease housing price index
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Mechanisms
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1. Wealth effect vs attention effect

* Wealth effect: Stock market milestones indicating historical maxima
increase equity holders’ wealth. With larger amounts of wealth, equity

holders tend to buy houses, increasing mortgage demand.

* Attention effect: Stock market milestone is an attention-grabbing event,

reminding equity holders about wealth increase.

* The attention effect amplify the wealth effect:

* Implication: milestone events would have larger effects on housing
demand than other historical maximum events
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Recall: Difference between milestone event and non-milestone

historical maximum
Attention effect

* The additional effect of milestone event while controlling for the effect of non-milestone historical
maximum event is attention effect.

TV, Newspapers,, Searches,, Bullish,,
1) (2) 3) “)
Pres,, ¢ “MS,, -5.14%%* 0.00 -0.08 2.54%
(2.49) (0.02) (0.39) (1.47)
Presy,4y *MS,, -1.61 0.01 -0.65 1.90
(2.02) (0.02) (0.40) (1.54)
Pre,, 0. *MS,, 2.08 -0.01 0.39 0.69
(3.05) (0.02) (0.64) (1.53)
Max,*MS,, 0.33%** 0.08%** 0.80%** 2.67*
(2.71) (0.03) (0.31) (1.55)
Post,,, », *MS,, 5.61%* -0.00 0.35 3.61%*
(2.48) (0.02) (0.40) (1.69)
Postyy, 4y *MS,, 5.44%* 0.03 0.52 2.33%
(3.10) (0.02) (0.45) (1.39)
Postsy 6y *MS,, 7.80%* 0.09%** -0.03 3.03**
(3.17) (0.03) (0.34) (1.53)
Post,,, ¢ *MS,, 1.89 -0.00 -0.65%* 1.36
(2.39) (0.02) (0.30) (1.30)
Post,, 0w MS,, 1.17 0.05%** 0.12 -0.41
(2.24) (0.02) (0.48) (1.25)
Post; 1y 12w MS,, 0.62 0.03* 0.23 -1.76
(2.44) (0.02) (0.30) (1.27)
Observations 1,115 415 697 1,113
R-squared 0.66 0.28 0.62 0.41
Macro Controls Yes Yes Yes Yes
Quarter FE Yes Yes Yes Yes

Average Dependent Variable 9.3 0.1 63.7 40.0 36
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Difference between milestone event and non-milestone

historical maximum
Attention effect: Milestone and media exposure - Placebo
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Difference between milestone event and non-milestone
historical maximum

Attention effect: Milestone and loan value - Placebo
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2. Other policies: Interest rate expectation and
macro prediction

The stock milestone might be corelated with the change in expectations

of interest rate or macroeconomics affects housing demand.

Two additional tests:

If our results are driven by the stock market, the increase in stock
market should have different impact on households with varying
degrees of exposure to the stock market.

* We show it is driven by zips with high equity holdings

The expectation of future interest should also affect home refinance

e We show that there is no effect on refinance
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Recall: Impact of milestones on housing market
Extensive margin: number of mortgage

NumberLoans,,,
@) 2) A3) “4)
Pre, ,*MS,, 0.01 0.02 0.00 0.00
(0.03) (0.03) (0.03) (0.03)
Pre,,*MS,, -0.01 -0.00 -0.04* -0.04*
(0.03) (0.03) (0.03) (0.03)
Max, *MS,, 0.08* 0.09* -0.02 -0.02
(0.05) (0.05) (0.03) (0.03)
Post, ,*MS 0.11%* 0.11%* -0.03 -0.03
(0.06) (0.06) (0.03) (0.03)
Post, . *MS -0.01 -0.00 -0.00 -0.01
(0.05) (0.05) (0.03) (0.03)
Post,, *MS 0.17%** 0.11%** 0.03* 0.03
(0.04) (0.04) (0.02) (0.02)
Observations 975 975 851 851
R-squared 0.97 0.97 0.92 0.92
Year FE Yes Yes Yes Yes
Weekly Controls No Yes No Yes
Sample High Equity High Equity Low Equity Low Equity
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Difference between milestone event and non-milestone

historical maximum
Mortgage applicants: equity holders

Equity Holdings

1,b,w
@) (2) 3) “) (5)
Pres,, ¢ *MS,, -0.05 -0.07 -0.07 -0.01 0.01
(0.06) (0.06) (0.08) (0.04) (0.04)
Presy, 4 *MS,, 0.01 0.01 -0.00 0.02 -0.04
(0.05) (0.05) (0.05) (0.05) (0.04)
Pre .0 *MS,, 0.02 0.02 -0.03 -0.05 -0.08
(0.07) (0.06) (0.07) (0.05) (0.05)
Max,*MS,, 0.06 0.05 -0.01 -0.02 -0.01
(0.08) (0.08) (0.07) (0.05) (0.05)
Post ;0 *MS,, 0.23%** 0.17%* 0.14%* 0.08 0.08*
(0.08) (0.07) (0.07) (0.05) (0.04)
Posts, 4 *MS,, 0.31%** 0.25%** 0.21%** 0.12%* 0.12%**
(0.08) (0.08) (0.07) (0.05) (0.04)
Postsy, ¢, *MS,, 0.28%** 0.25%** 0.19%** 0.12%* 0.09*
(0.06) (0.07) (0.07) (0.05) (0.05)
Posty, ¢ *MS,, 0.21%** 0.19%** 0.11%* 0.10%* 0.06
(0.06) (0.07) (0.06) (0.04) (0.05)
Postgy, 10w MS,, 0.12%* 0.09 0.02 0.04 0.01
(0.05) (0.06) (0.06) (0.05) (0.05)
Post; 12w MS,, 0.22%*%* 0.20%** 0.13* 0.09** 0.02
(0.06) (0.06) (0.07) (0.05) (0.05)
Observations 62,131,007 62,131,007 62,130,144 62,113,854 30,371,906
R-squared 0.16 0.16 0.18 0.26 0.24
Macro Controls No Yes Yes Yes Yes
MSA FE Yes Yes - - -
Year FE Yes Yes - - -
MSA*Year FE No No Yes Yes Yes
Bank*Year FE No No No Yes Yes
Borrower Controls No No No Yes Yes
Applicant Income All All All All >$75,000
27.1 27.1 27.1 41

Average(EquityHoldings;, ) 27.1 40.2




Home Equity Loan:
Results driven by zips with
high equity holdings

Second Home Application:

Results driven by zips with
high equity holdings
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Difference between milestone event and non-milestone

historical maximum
Mortgage mortgage loan value for refinancing

Loan Amount; pw

(1) (2) (3) (4)
Preswen*MSy -1.00 -0.26 -0.24 -0.08
(0.83) (0.61) (0.60) (0.41)
Preswaw*MSy -2.54 -0.55 -0.49 0.08
(1.86) (0.80) (0.85) (0.51)
Preiw2w*MSy -1.89%* -0.71 -0.65 0.17
(0.87) (0.65) (0.71) (0.45)
Maxa*MSy -2 26%* -0.87 -0.87 -0.28
(0.90) (0.71) (0.78) (0.47)
PostipontMS,, -2 5% -0.94 -0.95 -0.31
(0.96) (0.61) (0.68) (0.50)
PostigaaTMS, -1.95% 033 021 035
(1.03) (0.69) (0.76) (0.56)
POSt5w-6uw*MSuw 233k 0.19 0.15 0.13
(1.04) (0.63) (0.71) (0.45)
Postyy s MS,, -2.14% -0.17 -0.16 0.26
(1.22) (0.79) (0.87) (0.55)
Postow-10w*MSw -1.61 -0.17 -0.09 0.28
(1.05) (0.73) (0.79) (0.45)
Post) w12+ FMSy -1.08 0.06 0.15 0.05
(1.03) (0.68) (0.71) (0.39)
Observations 124 471,259 124 471,259 124 471,186 120,398,330
R-squared 0.26 0.26 0.27 042
Controls Yes Yes Yes Yes
MSAFE Yes Yes - -
Time FE Yes Yes - -
MSA*Time FE No No Yes Yes

Bank*Time FE No No No Yes
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3. Bank credit supply and demand

HMDA data include both loan application and loan approval

Approvalpw
(1) @ (3) &)
Presysn*MSy -0.71%* -0.45%%* -0.36 -0.50%%
(0.32) (0.20) (0.24) (0.22)
Preswan™ MSw -0.45 -0.53%* -0.62%* -0.50%
(0.37) (0.29) (0.29) (0.30)
Pretpan™MSw -0.38 -0.47* -0.38 -0.48
(0.41) (0.28) (0.33) (0.30)
Max*FMS., -0.23 -0.20 0.02 -0.33
(0.43) (0.27) (0.30) (0.27)
Postyy 0. *MS,, -0.11 -0.22 0.11 -0 39%*
(0.35) (0.16) (0.20) (0.16)
Postiyan*MS,, 0.01 -0 39%** -0.06 -0 56%F*
(0.37) (0.15) (0.22) (0.15)
Postswsn*MSy 042 -0.17 0.05 -0.32%*
(0.30) (0.13) (0.21) (0.15)
Postry.s.TMS,, 024 -0.31%* -0.34 0.31%
0.27) (0.16) (0.23) (0.18)
Postyw- 10w MSw 0.13 -0.38%* -0.26 -0 46%*
(0.23) (0.22) (0.26) (0.23)
Post) 120 FMSy 0.03 020 0.17 0.24
(0.19) (0.21) (0.22) (0.22)
Observations 62,267 349 62,197.018 62,435,503 59,701,120
R-squared 0.07 025 031 0.18
Controls Yes Yes Yes Yes
MSA FE Yes Yes - -
Time FE Yes Yes - -
MSA*Time FE No No Yes Yes

Bank*Time FE No No No Yes
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Conclusion

Crossing milestones increase demand for housing in the
extensive and intensive margin

Composition of borrowers:
* Have high equity holdings, high income, and high FICO scores

* Are riskier with higher interest rate, LTV, and DTI, and more likely to
default in the two years after loan originations.

Increase in housing demand leads to rise in housing price

These findings are consistent with attention affects rather
than pure wealth effects.

* Stock-market milestones increase news and awareness on equity
performance
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Appendix



Mentions in Media

Newspapersy

TVy

Searches,,

Number of mentions in week w for mentions of “Dow Jones Industrial Average” and related
queries, for six newspapers (Boston Globe, Chicago Tribune, New York Times, Wall Street
Journal, LA Times, and Washington Post). Data obtained from ProQuest.

Frequency of mentions in week w in CNN, Fox, and MSNBC of the terms "Stock Market" or
"Dow". Data obtained from GDELT Project.

Frequency of searches in of the term "Stock Market" or "Dow" in week w. Data obtained from
Google Trends

Stock Market Variables

Max,,

MSy
PE-Ratioy
PreGrowth-z,
PostGrowth-z,,

Equitymy

Housing Variables

Equifax Variables
Credifim
Revolving Creditin

Indicator that the Dow-Jones Index reached an historical maximum in week w.

Indicator that the Dow-Jones Index reached a maximum and a milestone in week w.
Price-to-Earnings ratio of Dow-Jones index in week w

Growth rate of the Dow-Jones Index in week w over the previous z weeks.

Growth rate of the Dow-Jones Index in week w over the following z weeks.

Share of households in MSA m in year y that have taxable returns from equities, from IRS.

Indicator of whether loan application i made to bank b in week w was approved. Data obtained
from HMDA.

Household income of applicant of loan i to bank & in week w (in logs). Data collected from
HMDA.

Value of the loan 1 extended by bank b in week w (in logs). Data collected from HMDA.

Ratio of loan to mcome of loan i extended by bank b in week w. Data collected from HMDA.

Indicator of loan with less than 20 percent of down payment

Indicator that loan 1 extended by bank b in week w will become delinquent within two years of its
origination.

Indicator of loan late in the 2 years following start for mdividuals FICO above 720

Appraisal value of the home of loan i extended by bank b in week w (mn logs). Data obtained from
MeDash,

Repeat sales, value weighted. econometric Home Price Model Index of zipcode z in month m
obtained from CoreLogic.

Total outstanding credit (in logs) of individual i in quarter g. It 1s the sum of mortgage loan, home-
equity loan, HELOC, credit card, auto loan and retail credit.

Total revolving credit (in logs) of mndividual i in quarter g. It 1s the sum of HELOC, credit card
debt, and retail credit.
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Stock-Market Movements: House Prices

* |fthereis anincrease in demand for housing, we should observe an increase in prices

* We use monthly information on prices from Corelogic

* Information is at the month-zipcode level

* Specification as before, but controls and coefficients at monthly frequency
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HousePricelndex;

(1) (2) 3) (4)

Preim*MSm, -0.16 -0.38 -0.18 -0.07

(0.47) (0.58) (0.47) (0.44)
Max,*MSp, 0.55% 0.65%* 0.58% 0.48

(0.32) (0.39) (0.32) (0.31)
Postim™*MSp, 0.15 0.12 0.15 0.16

(0.36) (0.41) (0.36) (0.35)
Observations 330,537 43,259 142,205 145,073
R-squared 1.00 1.00 1.00 1.00
Controls Yes Yes Yes Yes
Zip-Year FE Yes Yes Yes Yes
Sample All Low Equity  Mid Equity  High Equity
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Another Milestone
Dow Jones Industrial Average crosses sixth round-number threshold in 12 months
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Dow 24,000

e Donald J. Trump @ (" rolow ) o
@realDonaldTrump . /
The Dow just broke 24,000 for the first time
(another all-time Record). If the Dems had
won the Presidential Election, the Market
would be down 50% from these levels and
Consumer Confidence, which is also at an all-
time high, would be “low and glum!”

7:46 AM - 30 Nov 2017

19,498 Retweets 92,176 Likes : Q@ @ 0 f' e ﬁ e ‘&-
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Dow 25,000...x2

Donald J. Trump & Donald J. Trump &
@realDonaldTrump @realDonaldTrump
Dow just crashes through 25,000. Congrats! Big cuts in Dow just broke 25,000. Tremendous news!
unnecessary regulations continuing. 107K 4:54 PM - Jan 30, 2019
Q111K 10:48 AM - Jan 4, 2018

28,000

25,000

22,000

20,000 7 ] ]
Jan. 2018 Jul. 2018 Jan. 2019
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] .'j REUTERS World Business Markets Breakingviews Video

BUSINESS NEWS NOVEMBER 25, 2020 f 12:38 AM / UPDATED A YEAR AGO

Dow Jones hits 30,000 as Wall Street bets on
2021 bounce

By Reuters Staff 2 MIN READ f

Mor
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Milestone and TV Coverage of Stock Market

Milestone and News on Stock Market
Median per Week

15

A
1

%Airtime (15s blocks)

Weeks To/From Milestone
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