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Abstract

Stock market crash is a common phenomenon at the market level, meaning that a decline in stock prices is not
limited to a single stock, but includes all types of stocks available on the market. The issue of sudden changes in
the stock price has attracted the attention of many academics and professionals during recent years, especially
after the financial crisis of 2008. These changes occur in the two forms of stock price crash and jump. Banks
which follow conventional conservatism in the accounting policies for bank loan losses will benefit from the
lowered crash risk. The key discretionary loan loss accounting channels are the regulations, and allowances. We
show that conventional conservatism reduces the crash risk of small banks in short term periods and leads to
credit booms. Interestingly, the crash risk with conservative accounting is not reduced for large banks, even for
banks that have a higher level of transparency. Hence, the regulations of the accounting policies of the bank loan
loss in conservative banks do not provide an important opportunity to reduce the systematic effects of a sharp
fall in prices in the stocks of large banks.

Keywords: crash risk, bank loan, loan loss, accounting conservatism.
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