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Abstract 

Theory suggests that increasing the public availability of regulatory information may 

hurt the information environment of bank stocks. It is therefore not clear whether the 

Basel Accord’s intent to foster market discipline by requiring banks to publish 

information on their risk management practices and exposures is beneficial. Using a 

sample of the 54 largest banks in Australia, Canada, India, Singapore, South 

Africa and UK, we find that, with the exception of South Africa and Singapore, there 

is a reduction in time-waited bid-ask spreads post the implementation of Pillar 3 

reporting. The preliminary evidence suggests that increasing the availability of 

hitherto private information on risk management practices is welfare enhancing.  
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1. Introduction 

Basel Rules establish requirements for new regulatory capital maintenance guidelines 

and their alignment with underlying risks.
1
 Under the Basel II and Basel III Accords, 

Pillar 3 reporting, which represents Market Discipline or Disclosure, is in place to 

enhance and complement Pillars 1 and 2 and ultimately promote additional 

transparency. Specifically, Pillar 3 enforces the market discipline with disclosures of 

objectives and policies of risk management for each risk type (credit risk, market risk, 

operational risk, interest rate risk in the banking book, equities), including: strategies 

and processes; structure and organization of the relevant risk management functions; 

extent and content of risk reporting and/or measurement systems; risk 

management/risk mitigation strategies and; processes for monitoring the efficiency of 

risk mitigation strategies. The disclosures encourage market discipline by allowing 

market participants to assess key pieces of information on the scope of application, 

capital, risk exposures, risk assessment processes, and hence the capital adequacy of 

the institution. Effectively, Pillar 3 reporting makes available to the public bank risk 

information that was formally only exchanged between banks and regulators. The 

creation of these disclosure requirements is one of the most significant innovations to 

the Basel system of regulating banks. In this paper we ask the question: did Pillar 3 

reporting provide investors with meaningful information they did not already have? 

That is, did it improve the information environment of bank stocks? 

It is unclear from a theoretical perspective whether additional disclosures 

about banks’ risk exposures reduce or increase financial market uncertainty and 

economic efficiency (e.g., Morris and Shin (2002); Goldberg and Sapra (2011)). On 

                                                        
1
 The Basel capital framework is intended to measure and assess the capital levels in relation to risks 

inherent in the financial services businesses. Basel II provides detailed capital requirements for credit 

and operational risk under Pillar 1, supervisory requirements under Pillar 2 and disclosure requirements 

under Pillar 3. 
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the one hand, for market discipline induced by such disclosures to be effective, 

market participants monitor and influence the risk-taking behavior of financial 

institutions (Bliss and Flannery (2002)). The literature makes two distinctions of 

market discipline: (1) direct market discipline refers to the influence market 

participants exercise directly on the behavior of a financial institution; (2) indirect 

market discipline refers to supervisory intervention triggered by signals generated by 

the market. Market discipline in these two instances works through price adjustments 

of the cost of debt or equity, and, with it, the willingness of investors to supply funds 

to a bank, and as a potential trigger for supervisory attention (Llewellyn (2009)). 

Thus, our null hypothesis is that if Pillar 3 reporting reduced information 

asymmetries, bid-ask spreads should narrow following its introduction. However, the 

Pillar 3 disclosures’ effect on bank stocks would depend on the level of information 

the market had about the banks previously. If the substantive disclosures required 

under Pillar provided useful information, bid-ask spreads would drop for banks for 

which the market did not have access to regulatory information, and for which the 

new guidelines closed the information gap. Banks that were already disclosing the 

information required by Pillar would be relatively unaffected. 

On the other hand, however, increasing transparency may reduce welfare. For 

instance, Dang, Gorton and Holmström (2010) argue that common ignorance among 

market participants about the precise nature of some assets might be a desired feature 

of the financial system. Such assets might deliberately be constructed as opaque to 

remain information insensitive. Releasing more information in the public domain 

might thus harm welfare. Landier and Thesmar (2014) review theories in which the 

public disclosure of more information can generate reduced liquidity, increased 

volatility and financial instability. One instance is when increased transparency 
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creates asymmetric information. In Pagano and Volpin (2010) increased disclosure 

improves liquidity only if market participants are equally skilled at information 

processing. In the presence of naïve investors, releasing more public information can 

generate adverse selection in the market and reduce liquidity. Along the same lines, 

Dang, Gorton, and Holmström (2010) argue that in some cases, common ignorance 

facilitates trading as opposed to more transparency which can lead to adverse 

selection. The more complex the information about financial products, the greater this 

phenomenon.
2
  

Welfare may also be reduced if increasing transparency creates coordination 

failures (Landier and Thesmar (2014)). The literature argues that the availability of 

more precise public information can be detrimental to welfare if agents (rationally) 

overreact to public information compared to the social optimum, and hence introduce 

noise in public signals that causes informational inefficiencies (Morris and Shin 

(2002)). As a result, one can observe the perverse effect of increased aggregate 

volatility as economic activity becomes more sensitive to common noise. That the 

increased availability of public information can limit the incorporation of private 

signals into prices is also shown by models such as Amador and Weill (2010) and 

Duffie, Malamud and Manso (2010) in which a bad equilibrium can be selected in the 

presence of multiple equilibria. Morris and Shin (2007) model coordination as 

requiring a common understanding of information. Morris and Shin show that where 

coordination among agents (even a small proportion comprising naïve agents) is best 

served by coarser information which is more easily understood by all market 

                                                        
2
 In support of the counterfactual, studies such as Bessembinder, Maxwell and Venkataraman (2006), 

Goldstein et al. (2007), and Edwards, Harris and Piwowar (2008)) show that the cost of trading 

corporate bonds decreased after the increase in transparency that followed the 2002 requirement that 

bond dealers report their trades in publicly issued corporate bonds to the National Association of 

Security Dealers (NASD), which in turn made transaction data available to the public through the 

Transaction Reporting and Compliance Engine (TRACE). 
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participants than granular information, it is possible for increased transparency to be 

welfare decreasing. Our alternative hypothesis is therefore that increasing 

transparency through Pillar 3 disclosures reduces bank stock liquidity. 

In order to evaluate our hypotheses on the effect of Pillar 3 disclosures on the 

information environment, we examine changes in bid-ask spreads at the time the 

disclosures became effective in six countries that were among the early adopters: 

Australia, Canada, India, Singapore, South Africa, and the United Kingdom. Bid-ask 

spreads are a common proxy for information asymmetries (Glosten and Milgrom, 

1985, Copeland and Galai, 1983). The idea is that because informed parties only buy 

(sell) when the stock is under (over)-priced, market makers face an adverse selection 

problem. As information asymmetries increase, the spread widens as market makers 

attempt to prevent losses to informed parties and to recoup losses by profiting more in 

trades with uninformed parties. 

Our sample of banks is based on markets whose national regulators had 

adopted Basel II Pillar 3 reporting by the end of 2012. The presence of several 

countries in our sample also adds potentially useful heterogeneity for purposes of 

interpreting the results of this analysis. Disclosure might be especially valuable in 

countries where bank stocks are subject to more severe information asymmetries 

(where investors had little information beyond that conveyed directly by banks). 

However, banks in such countries might be likely to disclose information even 

without being compelled to. In the end, the outcomes of our analyses at the individual 

country level are an empirical matter. 

We find that, with the exception of South Africa and Singapore, there is a 

reduction in time weighted bid-ask spreads (TWBAS) after the implementation of 

Pillar 3 reporting. The 19% average reduction in spreads reflects a highly significant 
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decrease in information asymmetry or improvement in the liquidity of bank stocks as 

a result of the introduction of this market discipline tool.  

Although our paper is set in the banking industry, the study complements the 

literature on corporate disclosure in general. Mandatory disclosure has been a 

favourite regulatory tool, lauded, for example, by successive SEC Chairmen because 

it “improves liquidity, reduces capital costs and makes fair market prices possible” 

(Levitt, 1997). In the early accounting and corporate finance literatures it is often 

argued that because accurate information allows investors to price securities and to 

monitor managers’ performance, thereby reducing agency costs, firms that fail to 

disclose information may find it hard and even impossible to raise money (Grossman, 

1981, and Milgrom, 1981). Firms that change over to better quality disclosure regimes 

benefit (Leuz and Verrecchia (2001).
3
 However, the literature also recognises that 

while disclosure has benefits, it also has direct and indirect costs, and that too much 

disclosure may even exacerbate agency costs if investors are relatively uninformed 

and managers therefore myopic (Stein, 1988). Thus, mandatory, uniform disclosure 

requirements may thus be unnecessary and even harmful (Choi and Guzman, 1997).  

 

2. Institutional Background 

In this section we describe the nature and timing of Pillar 3 disclosures in the 

respective countries represented in our sample. Pillar 3 of the Basel Accords requires 

national banking regulators to compel banks to provide investors with detailed 

information and data about the banks’ risk management practices. These disclosures 

must be updated quarterly, semi-annually or annually, depending on each national 

regulator’s guidelines, although this information should not necessarily be audited in 

                                                        
3
 See also Healy and Palepu (2001) for a comprehensive review of the related accounting literature. 
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most countries. As a result, banks must disclose information about their risk 

exposures that they would otherwise keep private and only share with regulators as 

part of formal disclosure requirements or spot checks. Disclosure regulations compel 

not only what firms must disclose, but when.
4
 

In 2008 the Australian Prudential Regulation Authority (APRA) released 

Prudential Standard APS 330 Capital Adequacy: Public Disclosure of Prudential 

Information to implement Pillar 3 of the Basel II framework through. The policy 

applies to all locally incorporated Authorised Deposit-taking Institutions (ADIs) or 

banks. The information to be publicly disclosed under APS 330 includes: 

 specified information about their capital structure, capital adequacy, 

credit risk and securitization, with additional information about these 

matters required for advanced ADIs;  

 information about market risk, operational risk, equities and interest 

rate risk in the banking book; and 

 the full terms and conditions of their regulatory capital instruments. 

The timing of the Pillar 3 disclosures in Australia depends on the nature of the 

information.  Specified qualitative disclosures must be published on an annual basis, 

while specified quantitative disclosures must be published on a semi-annual basis, 

together with the quantitative disclosures from the previous semi-annual period. Yet 

other specified disclosures must be published on a quarterly basis together with the 

disclosures required from the previous quarterly period. To protect competition, 

subject to APRA’s approval, there is an exemption for disclosures that might 

                                                        
4
 The information contained in this section is obtained from websites and materials made publicly 

available by the national banking regulators of the respective countries that enter our sample as early 

adopters of Pillar 3 reporting. 



 8 

prejudice the position of an ADI by publicizing information that is proprietary and/or 

confidential in nature.
5
 

In Canada the Office of the Superintendent of Financial Institutions (OSFI) 

has required all institutions to implement the Pillar 3 disclosures starting in Q3 2013 

(i.e., July 31, 2013 for institutions with October 31st year-ends and September 30, 

2013 for institutions with December 31st year-ends). Institutions can disclose 

additional information at their discretion.  

Given that all institutions are required to implement the Basel III framework, 

the new composition of capital disclosure requirements also applies to all institutions. 

However, the OSFI has an expectation that Domestic Systemically Important Banks 

(DSIBs)
6
 should have public information disclosure practices that are among the best 

of their international peers. Moreover the OSFI provides additional guidelines to such 

banks to ensure comparability across jurisdictions.
7
 

In India, banks are required by the Reserve Bank of India (RBI) to provide all 

Pillar 3 disclosures, both qualitative and quantitative, as at end March each year, 

coinciding with the annual financial statements. The annual Pillar 3 disclosures may 

be made in the banks’ annual reports as well as their respective web sites. 

Additionally, banks should make interim disclosures on the quantitative aspects, on a 

stand-alone basis, on their respective websites as at end September each year. The 

RBI distinguishes between the timing of quantitative and qualitative Pillar 3 

information. For example, qualitative disclosures that provide a general summary of a 

bank’s risk management objectives and policies, reporting system and definitions are 

                                                        
5
 For comprehensive information see www.apra.gov.au/   

6
 DSIBs are Bank of Montreal, Bank of Nova Scotia, Canadian Imperial Bank of Commerce, National 

Bank of Canada, Royal Bank of Canada, and Toronto-Dominion Bank. 
7

 For more details, see Canadian Office of the Superintendent of Financial Institutions: 

http://www.osfi-bsif.gc.ca/Eng/fi-if/rg-ro/gdn-ort/adv-prv/Pages/pillar3_adv.aspx 

http://www.apra.gov.au/Documents/APS-330-Disclosure_FINAL_Jan2012-3.pdf/
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to be published only on an annual basis. As well, there are exemptions for the 

treatment of proprietary and confidential information.
8
 

In South Africa, Pillar 3 reporting was introduced as part of the Banks 

Amendment Bill, 2007, which required all registered banks to comply with the Basel 

II Capital Accord, effective 1 January 2008, including implementing Pillar 3 (Market 

Discipline).    All Pillar 3 disclosures are accompanied by a standard explanatory 

statement that “the minimum set of disclosure requirements is intended to allow 

market participants to assess information on the scope of application, capital, risk 

exposures, risk management processes, and hence the capital adequacy of the 

institution.” 

The Capital Requirements Directive (“CRD”) is the framework for 

implementing Basel II in the European Union. In the UK, implementation of the CRD 

by the Financial Conduct Authority (FCA) occurred through the regulator’s 

Prudential Sourcebook for Banks, Building Societies and Investment Firms 

(“BIPRU”).
9
 The provisions for Pillar 3 are set out by the FCA in BIPRU Chapter 11. 

The disclosures are required to be made on an annual basis at a minimum, 

commencing in 2008. Differentiating the UK from other countries, BIPRU 11 allows 

a bank to omit one or more of the required disclosures where it believes that the 

information is immaterial. Information may be considered material if its omission or 

misstatement would change or influence the assessment or decision of a user relying 

on that information for the purpose of making economic decisions.  

 

 

                                                        
8
 See Reserve Bank of India, Master Circular - Prudential Guidelines on Capital Adequacy and Market 

Discipline - Implementation of the New Capital Adequacy Framework, 1 July2008. Available online 

at: https://rbi.org.in/scripts/NotificationUser.aspx?Mode=0&Id=4353  
9
 See http://www.fca.org.uk/firms/being-regulated for comprehensive details. 

https://rbi.org.in/scripts/NotificationUser.aspx?Mode=0&Id=4353
http://www.fca.org.uk/firms/being-regulated
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3. Data, sample construction, and methods 

3.1 Data sources and sample 

The sample consists of 54 bank stocks from six countries: Australia, Canada, India, 

Singapore, South Africa and the United Kingdom. All these countries had instituted 

Pillar 3 reporting by the end of June 2013, permitting a post-introduction analysis. 

The six countries are from a common law background and largely share the usage of 

English as a language for official communications.  

There are multiple sources of data used in this study. For each country that 

mandates Pillar 3 reporting as described in Section 2 above, we accessed the full list 

of banks registered by a national regulator and listed on an exchange from the 

Datastream database. We then manually collected the available Pillar 3 reports from 

the banks’ websites, recording the initial reporting dates. Starting with an initial list of 

61 banks, requiring the three conditions of coverage in Datastream, an exchange 

listing and Pillar 3 reporting resulted in a final sample of 54 banks listed in Table 1, 

which also shows the commencement dates for each bank’s report. Australia has six 

Pillar 3 reporting banks, Canada eight, India 27, Singapore three, South Africa 5, and 

the UK 5 banks as well. According to market capitalization (data provided by 

Datastream), the UK is leading in terms of the average bank size, followed by 

Australia, Canada, Singapore, South Africa and then India. 

All the banks trade on stock exchanges that are automated, order driven 

markets. Intraday trade and order data for each of these bank stocks in each of their 

exchanges was retrieved from the Thomson Reuters Database available through the 

Securities Industry Research Centre of Asia-Pacific (SIRCA).  The trading day is split 

into half-hour intervals (excluding the open and close). In order to ensure that orders 

are not stale, orders are matched with transaction data in these half-hourly observation 



 11 

intervals during the trading day. If there are no orders in the half-hour interval, then 

the order data in that interval are excluded from the analysis for that stock for that 

day. 

In Figure 1 we verify the market conditions under which Pillar 3 commenced 

in our respective sample countries by depicting the behaviour of their local financial 

stock indices. It would be useful for our story to check whether there is heterogeneity 

in such conditions across countries. It could be argued that market conditions during 

and after the global financial crisis that coincided with the introduction of Pillar 3 

reporting affect bid-ask spreads in a predetermined way. Chordia, Roll and 

Subrahmanyam (2001) show that bid-ask spreads and trading activity measures 

respond differently during bull and bear markets. While trading activity variables 

increase both in up and down markets, bid-ask spreads respond asymmetrically by 

increasing significantly in falling markets and decreasing only marginally in rising 

markets. Trading costs also rise in crises (Chordia, Roll and Subrahmanyam. (2005)), 

while bid-ask spreads fall after significant negative market returns after controlling 

for demand effects or order imbalances (Hameed, Kang and Viswanathan (2010)).  

Figure 1 shows that the commencement of Pillar 3 reporting coincided with a 

variety of market conditions, depending on specific countries. In Australia, the market 

for financial stocks in November 2008 was in a downward trend while in Canada, 

July 2013 caught an upward shift. India, whose banks’ initiation of Pillar 3 

disclosures is spread out over a protracted period (Q1 2008 to Q1 2011), offers a 

variety of market conditions in its own right. For the rest of the countries, Singapore 

and South Africa were in bull markets while the UK was nearing the end of a long 

bear run when Pillar 3 reporting commenced. 

3.2 Methods 
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We adopt an event-study approach to examine the impact of Pillar 3 

disclosures on information asymmetry in our sample of bank stocks. The event date is 

the first date of the implementation of Pillar 3 reporting by each bank. For each bank 

stock, intraday data is collected for the 15-month period surrounding the event date. 

The sample is split into a pre-event period of 180 trading days (-180 to -1) and a post-

event period of 180 trading days (+30 to +270). The immediate 30-day period 

following the event date is excluded from the post-event analysis to allow for market 

participants digesting the new information being disclosed.  We conduct robustness 

checks by varying the observation windows in the -180 to +270 period. 

Our proxy for information asymmetry is the time-weighted relative spread 

(TWRS), which is the most widely used metric for information asymmetry in the 

literature (see, for example, McInish and Wood (1992), Brockman and Chung (2003) 

and Chung, Elder and Kim (2010)). Following the literature, the time-weighted 

relative spread (TWRS) is the ratio of the time-weighted bid-ask spread (TWBAS) 

and the time-weighted midpoint price (TWMP): 

         (1) 

where: 

 

 

The Ask and Bid are the best (lowest) ask and the best (highest) bid in the order book 

for the specific bank in the specific market being examined.  We observe the order 

book at half hour intervals. t refers to the amount of a time a spread exists during the 

half hour observation intervals for the specific bank in the specific market being 

   

TWRS =
TWBAS

TWMP

   

TWBAS =
(Ask1 - Bid1)* t1 + (Ask2 - Bid2)* t2 + ...(Askn - Bidn )* tn

t1 + t2 + ...tn

   

TWMP =

Ask1 + Bid1( )
2

* t1 +
Ask2 + Bid2( )

2
* t2 + ...

Askn + Bidn( )
2

* tn

t1 + t2 + ...tn
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examined. n is a count of the number of spreads during the half hour observation 

intervals for the specific bank in the particular market being examined. 

 

4. Results 

Our headline finding is that across the majority of countries in our sample 

(four out of six), and for the 180-day period following the month after the 

introduction of Pillar 3 reporting, time-weighted spreads decrease. The differences are 

highly statistically significant (at the 1% level in most cases). The exceptions are 

Singapore and South Africa (which we discuss further below). In percentage terms, 

the countries that experience the largest falls in TWBAS are, India (-35%), the UK (-

20%), Australia (-10%) and Canada (-10%). The average reduction in TWBAS for 

these four countries is -19%. The direction of these results is generally confirmed for 

our longer alternative analysis windows, particularly (-180, +180). For the (-10, +10) 

event period, the consistent finding is one of insignificant differences in pre- and post-

Pillar 3 reporting TWBAS. This vindicates our decision to exclude the immediate 

month following the initiation of Pillar 3 disclosures from our main analysis window. 

The result for Australia requires a caveat. We find that when we do not 

exclude the month immediately following Pillar 3 disclosure commencement, i.e. use 

the (-180, 180) analysis window, the TWBAS in fact increases by 15%. This outcome 

is largely driven by increases in TWBAS in the immediate aftermath of Pillar 3 report 

initiation in which increases of 20%, 1% and 8% are recorded for the (-10, +10), (-30, 

+30) and (-90, +90) windows, respectively. Albeit, the positive differences are 

statistically insignificant. 

We report increases in TWBAS for Singapore and South Africa following 

Pillar 3 reporting initiation. Notably, the increase in Singapore is only 2%, although 
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this figure is statistically significant, and is confirmed for most alternative event 

periods. The magnitudes of TWBAS increases in South Africa are much larger, 

ranging from 18% to 24% where there is statistical significance. We can only 

speculate on the potential reasons for the difference in the direction of our findings 

when it comes to Singapore and South Africa. Future research may consider 

differences in institutional settings compared to the other four countries. 

 

5. Conclusion 

This paper presents the preliminary findings of a study of the impact of introducing 

Pillar 3 reporting by banks as part of Basel II and III Accord market discipline 

requirements.  

In summary, we find that, with the exception of South Africa and Singapore, 

there is a reduction in TWBAS post the implementation of Pillar 3 reporting. The 

preliminary evidence we report supports the alternative to our null hypothesis 

that increasing the availability of hitherto private information on risk 

management practices and measures on a regular basis is detrimental to the 

information environment of bank stocks.  Our conclusions based on a sample of 

the 54 largest banks in Australia, Canada, India, Singapore, South Africa and UK 

are in line with studies such as Bessembinder, Maxwell and Venkataraman 

(2006), Goldstein et al. (2007), and Edwards, Harris and Piwowar (2008)) who 

show that the cost of trading corporate bonds decreased after the increase in 

transparency that followed the 2002 requirement that bond dealers report their 

trades in publicly issued corporate bonds to the NASD, which in turn made 

transaction data available to the public through the TRACE system. 
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At this stage, in line with the existing literature, when examining the impact of 

an event (Pillar 3 reporting in our case) on information asymmetry using spreads as 

the proxy, we have not controlled for trading volume and volatility as potential spread 

determinants. We plan to perform a cross sectional analysis with spreads as the 

dependent variable, and a Pillar 3 reporting dummy and trading activity / volatility 

measures as the independent variables. We also plan to consider other measures of 

information asymmetry such as PIN from the microstructure literature. 
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Figure 1: Financial Stock Indices of Sample Countries 

 
Panel A: Australia - S&PASX 200 DIVERSIFIED FINANCIALS (AUD) 

  
 
Panel B: Canada - S&PTSX COMPOSITE DIVERSIFIED FINANCIAL SERVICES (CAN) 
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Panel C: India – FTSE INDIA FINANCIAL SERVISES INDEX (INR) 

 
 
Panel D: Singapore - DJGL SINGAPORE FINANCIAL SERVICES INDEX (SGD) 
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Panel E: South Africa – FTSE/JSE FINANCIAL 15 INDEX (ZAR) 

  
 

Panel F: UK – FTSE UK FINANCIAL SERVICES INDEX (GBP) 

 
 

Source: Datastream 
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Table 1: Sample Banks 
This table shows the banks comprising the sample of this study and their respective markets. 

Country Bank Ticker 
Market Cap 

(US$ m) 

National  

Average  

(US$ m) 

Pillar 3 

Initiation 

Date 

Australia ANZ Group A:ANZX 75,548,889 
 

26-Nov-08 

Australia Bank of Queensland A:BOQX 4,076,631 
 

24-Nov-08 

Australia Bendigo & Adelaide Bank A:BENX 4,933,489 
 

26-Nov-08 

Australia Commonwealth Bank A:CBAX 116,917,320 
 

13-Nov-08 

Australia National Australia Bank A:NABX 67,252,887 
 

25-Nov-08 

Australia Westpac Banking Corporation A:WBCX 89,067,725 59,632,824 14-Nov-08 

Canada Bank of Montreal C:BMO 49,925,483 
 

31-Jul-13 

Canada Bank of Nova Scotia C:BNS 79,027,641 
 

31-Jul-13 

Canada Canadian Emperial C:CM 38,445,876 
 

31-Jul-13 

Canada Canadian Western Bank C:CWB 2,855,418 
 

31-Jul-13 

Canada Laurentian Bank C:LB 1,350,556 
 

31-Jul-13 

Canada National Bank of Canada C:NA 16,326,633 
 

31-Jul-13 

Canada Royal Bank of Canada C:RY 108,535,958 
 

31-Jul-13 

Canada Toronto Dominion Bank C:TD 96,382,792 49,106,295 31-Jul-13 

India Allahabad Bank IN:ALN 799,563 
 

31-Dec-10 

India Andhra Bank IN:ANR 608,994 
 

31-Mar-09 

India Axis Bank IN:UTI 11,083,058 
 

31-Mar-08 

India Bank of Baroda IN:BBR 4,998,800 
 

30-Sep-08 

India Bank of India IN:BOI 2,370,298 
 

31-Mar-11 

India Canara Bank IN:CKB 1,969,372 
 

30-Jun-08 

India City Union Bank Limited IN:CUB 472,043 
 

30-Sep-09 

India Corporation Bank IN:CBL 749,290 
 

31-Mar-09 

India Dhanlaxmi Bank Limited IN:DHB 73,325 
 

31-Mar-11 

India Federal Bank IN:FED 1,507,233 
 

31-Mar-09 

India HDFC Bank Limited IN:HFC 29,014,098 
 

31-Mar-09 

India ICICI Bank Limited IN:ICG 23,197,384 
 

30-Sep-08 

India IDBI Bank Limited IN:IDB 1,691,628 
 

31-Mar-09 

India Indian Overseas Bank IN:IOB 1,014,575 
 

31-Mar-08 

India Indusind Bank Limited IN:IBK 4,258,987 
 

31-Mar-09 

India ING Vysya Bank Limited IN:VYB 1,934,340 
 

30-Jun-09 

India Jammu & Kashmir Bank IN:JAK 1,204,212 
 

31-Mar-09 

India Karnataka Bank IN:KAR 356,801 
 

31-Mar-10 

India Karur Vysya Bank IN:KVY 650,212 
 

31-Dec-08 

India Oriental Bank of Commerce IN:ORB 1,079,484 
 

31-Mar-09 

India Punjab National Bank IN:PUJ 4,350,216 
 

31-Mar-08 

India South Indian Bank IN:SIB 482,966 
 

31-Mar-09 

India State Bank Bikaner & Jaipur IN:SBB 372,187 
 

30-Sep-10 

India State Bank of India IN:SBK 25,991,406 
 

30-Jun-10 

India State Bank of Mysore IN:SBM 328,296 
 

30-Jun-09 

India Syndicate Bank IN:SYK 969,435 
 

31-Mar-08 

India Vijaya Bank IN:VIB 553,644 4,521,550 30-Sep-09 

Singapore DBS Group T:DBSS 33,086,390 
 

30-Jun-13 

Singapore Overseas Chinese Bank T:OCBC 27,731,939 
 

30-Jun-13 

Singapore United Overseas Bank T:UOBS 26,519,063 29,112,464 30-Jun-13 

South Africa Barclays Africa Group R:BGAJ 10,698,860 
 

31-Mar-08 

South Africa FirstRand R:FSRJ 21,340,847 
 

30-Jun-08 

South Africa Nedbank Group R:NEDJ 9,246,993 
 

30-Jun-08 

South Africa RMB R:RMHJ 7,086,751 
 

30-Jun-08 

South Africa Standard Bank Group R:SBKJ 19,578,420 13,590,374 30-Jun-08 

   Continued  
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Table 1 (Continued) 

UK Barclays BARC 72,577,120 
 

31-Dec-08 

UK HSBC Holdings RBS 206,584,007 
 

31-Dec-08 

UK Lloyds Banking Group STAN 93,345,012 
 

31-Dec-08 

UK Royal Bank of Scotland HSBA 63,294,452 
 

31-Dec-08 

UK Standard Chartered LLOY 54,676,711 98,095,460 31-Dec-08 

 

 
  



Table 2: Changes in Time Weighted Bid Ask Spread Around Pillar 3 Disclosure Initiation 
This table reports the results of an event-study of the impact of Pillar 3 disclosures on information asymmetry in bank stocks. The event date is the first date of the 

implementation of Pillar 3 reporting by each bank. The base tests calculate differences (Diff) in means using a pre-event period of 180 trading days (-180 to -1) and a post-

event period of 180 trading days (+30 to +270). Alternative analysis windows are presented for robustness. Results in bold denote statistical significance at least at the 10% 

level. 

 

Panel A: Country - Australia (6 banks) 

 Period -180 vs +90-270  -180 vs +30-210 -180 vs +60-240 -10 vs +10 -30 vs +30 -90 vs +90 -180 vs +180 

  -180 270 -180 210 -180 240 -10 10 -30 30 -90 90 -180 180 

N 730 729 730 717 730 733 42 46 124 125 368 356 730 719 

Mean 0.00124 0.00111 0.00124 0.00131 0.00124 0.00122 0.00144 0.00173 0.00171 0.00172 0.00146 0.00158 0.00124 0.00143 

Diff -0.00013 -10% 0.00007 6% -0.00002 -2% 0.00029 20% 0.00001 1% 0.00012 8% 0.00019 15% 

t 2.67 1.43 -0.34 1.26 0.04 1.42 3.61 

t (sig) 0.0077 0.1528 0.7357 0.2116 0.9704 0.1568 0.0003 

Panel B: Country - Canada (8 banks) 

  Period -180 vs +90-270  -180 vs +30-210 -180 vs +60-240 -10 vs +10 -30 vs +30 -90 vs +90 -180 vs +180 

  -180 270 -180 210 -180 240 -10 10 -30 30 -90 90 -180 180 

N 10912 10801 10912 10714 10912 10978 616 616 1848 1936 5456 5457 10912 10802 

Mean 0.000415 0.000372 0.000415 0.000374 0.000415 0.000375 0.00035 0.000368 0.000393 0.000384 0.000425 0.000367 0.000415 0.000378 

Diff -0.00004 -10% -0.00004 -10% -0.00004 -10% 0.000018 5% -0.00000 -2% -0.00005 -14% -0.00003 -9% 

t 7.8 7.41 7.25 0.75 0.68 7.62 6.63 

t (sig) <0.0001 <0.0001 <0.0001 0.4515 0.4944 <0.0001 <0.0001 

Panel C: Country - India (34 banks) 

  Period -180 vs +90-270  -180 vs +30-210 -180 vs +60-240 -10 vs +10 -30 vs +30 -90 vs +90 -180 vs +180 

  -180 270 -180 210 -180 240 -10 10 -30 30 -90 90 -180 180 

N 29926 35549 29926 35741 29926 35568 1796 2177 5700 5729 15829 17533 29926 35741 

Mean 0.0024 0.00155 0.0024 0.00166 0.0024 0.00161 0.00209 0.00198 0.002 0.00193 0.00213 0.00185 0.0024 0.00174 

Diff -0.00085 -35% -0.00074 -31% -0.00079 -33% -0.00011 -5% -0.00007 -4% -0.00028 -13% -0.00066 -28% 

t 37.84 32.48 34.61 1.25 1.48 9.52 28.61 

t (sig) <0.0001 <0.0001 <0.0001 0.2101 0.1389 <0.0001 <0.0001 
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Continued 

Table 2 (Continued) 

Panel D: Country - Singapore ( 3 banks) 

  Period -180 vs +90-270  -180 vs +30-210 -180 vs +60-240 -10 vs +10 -30 vs +30 -90 vs +90 -180 vs +180 

  -180 270 -180 210 -180 240 -10 10 -30 30 -90 90 -180 180 

N 5904 5892 5904 5841 5904 5862 336 384 1008 1056 3024 3024 5904 6023 

Mean 0.000861 0.000881 0.000861 0.000894 0.000861 0.000888 0.00098 0.00102 0.000893 0.000991 0.000871 0.000939 0.000861 0.000914 

Diff 0.00002 2% 0.000033 4% 0.000027 3% 0.00004 4% 0.000098 11% 0.000068 8% 0.000053 6% 

t 3.77 6.21 5.17 1.74 7.08 8.74 9.85 

t (sig) 0.0002 <0.0001 <0.0001 0.0824 <0.0001 <0.0001 <0.0001 

Panel E- South Africa - (5 banks) 

  Period -180 vs +90-270  -180 vs +30-210 -180 vs +60-240 -10 vs +10 -30 vs +30 -90 vs +90 -180 vs +180 

  -180 270 -180 210 -180 240 -10 10 -30 30 -90 90 -180 180 

N 7205 8105 7205 7698 7205 7804 350 515 1110 1328 3528 3853 7205 7778 

Mean 0.00375 0.00464 0.00375 0.00462 0.00375 0.00466 0.0034 0.00398 0.0032 0.00382 0.00313 0.0037 0.00375 0.00455 

Diff 0.00089 24% 0.00087 23% 0.00091 24% 0.00058 17% 0.00062 19% 0.00057 18% 0.0008 21% 

t 5.48 5.19 5.46 0.75 1.75 3.41 4.64 

t (sig) <0.0001 <0.0001 <0.0001 0.4543 0.0807 0.0007 <0.0001 

Panel F - United Kingdom ( 5 banks) 

  Period -180 vs +90-270  -180 vs +30-210 -180 vs +60-240 -10 vs +10 -30 vs +30 -90 vs +90 -180 vs +180 

  -180 270 -180 210 -180 240 -10 10 -30 30 -90 90 -180 180 

N 9910 9833 9910 9920 9910 10080 368 527 1568 1727 4928 5087 9910 9887 

Mean 0.00142 0.00114 0.00142 0.00162 0.00142 0.00139 0.00202 0.00195 0.0018 0.00252 0.00183 0.00231 0.00142 0.00193 

Diff -0.00028 -20% 0.0002 14% 0.00003 -2% -0.00007 -3% 0.00072 40% 0.00048 26% 0.00051 36% 

t 23.24 13.18 2.28 0.46 10.86 15.61 28.4 

t (sig) <0.0001 <0.0001 0.0228 0.6442 <0.0001 <0.0001 <0.0001 

 

 

 


