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Abstract

After the U.S. Supreme Court overturned Roe v. Wade, states with abortion
“trigger” bans tied to the decision see an increase in municipal bond yields rela-
tive to states with preexisting laws protecting abortion. The effects are stronger
in counties where access to abortion services decrease more after the court rul-
ing, where residents are more accepting of abortion, and which rely more on
female workforce. Using the stock market’s reaction following the Court’s deci-
sion and the staggered state-level adoption of laws targeting abortion providers,
we identify deteriorated firm value, worsening business dynamism, and lower net
in-migration as key factors underlying the rise in municipal bond yields. To-
gether, our results highlight the importance of reproductive healthcare policies

in driving local economies and public financing costs.
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1. INTRODUCTION

The right to access reproductive healthcare is a highly contentious issue fueled by debates
about gender equity, human rights, and morality. Abortion is a particular case in point. Ever
since the landmark decision Roe v. Wade (1973), which legalized abortion nationwide, many
states have enacted numerous antiabortion restrictions while others have enshrined protec-
tion for abortion in state laws.! These policies could have ramifications beyond the legal
and political realms, leading to major impacts on local economies. In particular, following
the overturning of Roe v. Wade, some of the biggest businesses in the U.S. announced they
would shift operations or allow employees to relocate away from states that enact abortion
bans.? In addition, availability of abortion has been shown to affect socio-economic outcomes
such as educational investment, female labor force participation, and women’s engagement in
professional occupations and entrepreneurship (Ananat et al., 2009, Zandberg, 2021, Ravid
and Zandberg, 2022). Such geographic shifts in business activities and changes in the la-
bor supply could affect local business dynamism and reshape the relative competitiveness
of states with different reproductive healthcare policies. This paper estimates the economic
implications of restricting abortion access, providing important evidence that would inform
lawmakers in policy making.

In this paper, we explore how policies pertaining to abortion are priced in the municipal
bond market and quantify the economic impacts therein. Municipal bonds offer a useful set-
ting for measuring investors’ expectations of policy-induced economic effects because bond
repayments depend on local government cash flows, and ultimately, local economic condi-
tions. As such, we can translate effects on asset prices into more general economic effects on
affected communities and obtain a market-based assessment of policy effects as they happen.

We exploit variations in preexisting state laws on abortion and the overturning of Roe v.
Wade to show that restricting access to abortion increases public financing costs. After the
Court’s decision in June 2022, states with abortion bans that were designed to be triggered

by Roe’s overturn see an increase in municipal bond yields relative to states with preexisting

IFor example, see Guttmacher Institute (2021a) and Kaiser Family Foundation (2022a).
2See CNBC (2022), CBS (2022a), Washington Post (2022), Financial Times (2022).



laws protecting abortion. The effects are stronger in counties with sharper declines in access
to abortion services after the court ruling, where residents are more accepting of abortion,
and which rely more on female labor force. We further explore channels underlying the rise
in municipal bond yields, focusing on abortion restrictions’ impact on local residents and
firms. By analyzing the stock market’s reaction to the court decision and the staggered
state-level adoption of laws targeting abortion providers, we identify deteriorated firm value,
worsening business dynamism, and lower net in-migration and job inflows as important
factors underlying the rise in municipal bond yields.

In December 2021, the U.S. Supreme Court heard Dobbs v. Jackson Women’s Health
Organization, which challenges a 2018 Mississippi law banning abortion at 15 weeks of preg-
nancy, to determine whether “all pre-viability prohibitions on elective abortions are uncon-
stitutional” (Kaiser Family Foundation, 2022b). The Court was expected to issue a decision
by mid-2022. However, on May 2, 2022, a draft Supreme Court opinion overturning Roe
v. Wade was leaked and published (Politico, 2022). Roughly two months later, on June 24,
2022, the Court held that the “Constitution does not confer a right to abortion,” overruling
Roe v. Wade and returning to states the power to regulate abortion. Meanwhile, 13 states
had abortion “trigger” bans in place, which were designed to quickly ban abortion if Roe
were overruled. In contrast, 16 states and D.C. had enshrined protection of abortion in state
laws without relying on the Roe decision. We exploit this difference in preexisting state laws
and the timing of the leaked draft and the court ruling to study the effect of restricting
access to abortion on municipal bond yields and local economies.

Using a difference-in-differences (DID) event study framework, we compare municipal
bond yields in states with trigger laws (treatment states) vs. those in states with laws
protecting abortion (control states), before vs. after the draft leakage and the ensuing court
decision. We find that secondary market bond yields in treatment states increase by 7-11
basis points (bps) relative to those in control states after the Dobbs decision, equivalent to
roughly 3% of the sample mean.® The findings also confirm that treatment and control states
experience parallel pre-trends in yields. Moreover, we find a relative increase of 20-23 bps

in primary market offering yields in treatment states. Our results are robust to controlling

3We use “Dobbs decision” and “overturn of Roe v. Wade” interchangeably in the paper.



for 2022 state tax cuts, alternative definitions of treatment states, sampling criteria, and
regression specifications. Falsification tests using data from the months prior to the decision
as placebo treatments yield small and insignificant estimates.

We use a model developed by Goldsmith-Pinkham et al. (2022) to interpret the economic
significance of our findings. This model, building on Merton’s (1974) model of credit risk,
allows us to convert the estimated effects on bond yields into changes in the distribution of
local government cash flows along two dimensions—changes in the cash flow level and its
volatility. We find that, depending on the leverage ratio of the municipal issuer (ranging from
0.1 to 0.7), the 7.0 bp yield increase estimated in our more stringent specification translates
into a decrease of 2.3% to 5.3% in the present value of the underlying cash flows, an increase
of 1.4% to 2.4% in the volatility of cash flows, or a combination of the two. This model-
implied effect on local government cash flows suggests that investors expect a substantial
negative impact of restrictive reproductive healthcare policies on local economies.

While the leaked draft and the Dobbs decision constitute an exogenous shock to abortion
access in treatment states, areas’ exposure to it depends on whether and how access has
changed, local attitudes, and local reliance on female workforce. To further tighten the link
between abortion access and municipal bond yields, we use the change in the distance to
the nearest abortion clinic before vs. after the Dobbs decision to identify counties in each
state where access has decreased the most. We find that the relative increase in yields is
twice the size in treated counties that experience an above-median increase in the distance,
compared to other treated counties. In addition, we gauge local residents’ predispositions
toward abortion using the share of the county population identifying as religious and the
percentage of Gallup survey respondents who view abortion as morally acceptable. We find
that the relative increase in yields is concentrated in treated counties that are more open to
abortion: those with a lower share of religious population and those with a higher share of
residents holding a favorable view of abortion. Finally, we measure local reliance on female
workforce using the female labor force participation rate and the share of employment in
female-dominated industries at the county level. The relative increase in yields is indeed
stronger in treated counties that depend more heavily on female workers.

Leveraging variations in tax treatment in the municipal bond market, we find that the



increase in bond yields following the Dobbs decision is more pronounced in treatment states
with lower income taxes and tax privileges. This suggests that lower barriers for investors
to switch between in- and out-of-state municipal bonds facilitate incorporation of social
policies into public financing costs. We also explore effect heterogeneity along two important
determinants of bonds’ fundamental risk: maturity and credit rating. We find that the
increase in yields predominantly comes from bonds with a longer time to maturity and a
lower credit rating. These results imply that investors perceive the change in abortion access
as a long-run fundamental risk that would impact future cash flows of local governments,
especially those with a higher ex-ante default risk.

Finally, we investigate potential channels underlying the increase in municipal bond
yields. To do so, we study how restricting access to abortion services affect two vital deter-
minants of local economies and tax bases: firms and residents. We first show that the value
of impacted firms fall after the overturn of Roe: cumulative abnormal returns (CARs) over
the 10 days after the court ruling are roughly 1% lower for firms headquartered in trigger
law states than in control states.

To overcome the lack of recent data on business and migration following the Dobbs deci-
sion, we further study the staggered state-level adoption of Targeted Regulation of Abortion
Providers (TRAP) laws. TRAP laws enforce stringent regulations on abortion providers
and have been shown to reduce abortion (Arnold, 2022, Jones and Pineda-Torres, 2021,
Zandberg, 2021). Following Sun and Abraham (2020), we use a dynamic DID event study
to compare states that enacted TRAP laws with states that never enacted one during the
sample period. The results show a 5 bp relative increase in municipal bond yields in the
three years after a state’s first enactment of TRAP laws. This finding indicates that our
documented effect of the Dobbs decision is likely generalizable to other policies restricting
access to reproductive healthcare.

Using state-to-state migration based on IRS tax filings and LEHD job-to-job flows by
age and sex, we show that states that enacted TRAP laws experience a decline in net in-
migration, primarily driven by decreased inflow, and a consistent drop in net job inflow
among fertile women, who are likely more affected by TRAP laws. Using the Business

Dynamics Statistics from the U.S. Census Bureau, we further find that firms per capita and



net job creation both fall after a state’s enactment of TRAP laws. These findings collectively
indicate that the reduced attractiveness of TRAP states to out-of-state residents, along with
declining firm value and business activities, likely explain the increase in public financing
costs following the implementation of policies that restrict access to abortion.

Our paper relates to two strands of literature. First, we contribute to a growing litera-
ture studying the effects of public health on government financing costs, such as Medicaid
expansion, aging population, opioid abuse, marijuana legalization, and telehealth provision
(Butler and Yi, 2022, Cheng et al., 2023, Cornaggia et al., 2022a,b, Gao et al., 2022). We
contribute by quantifying the effect of a novel health factor—access to abortion—on financ-
ing costs for state and local governments.* Given the important role public financing plays
in stimulating local economies (e.g., Adelino et al., 2017, Dagostino, 2018), our documented
effects of the Dobbs decision on municipal bond yields could have long-lasting implications
for regional economic development and reshape the lines of economic competition between
states with different policies pertaining to abortion.

Second, we contribute to a broad literature studying the effects of access to reproduc-
tive healthcare.® Prior findings have shown that improved access to contraception and legal
abortion reduces birthrates, delays fertility and family formation, and increases women’s ed-
ucational investment, labor force participation, and engagement in professional occupations
and entrepreneurship (Ananat et al., 2007, 2009, Angrist and Evans, 1996, Arnold, 2022,
Bailey, 2006, 2010, Bitler and Zavodny, 2001, Bloom et al., 2009, Goldin and Katz, 2002,
Guldi, 2008, Jones and Pineda-Torres, 2021, Myers, 2017, Ravid and Zandberg, 2022, Zand-
berg, 2021). In contrast, restricting or denying access to abortion services has been shown
to induce financial distress (Miller et al., 2023), to negatively impact the next generation’s

education and labor market performance (Pop-Eleches, 2006), and to prompt female audi-

“More broadly, our findings add to the literature examining determinants of public financing costs,
including liquidity and default risks (Ang et al., 2014, Schwert, 2017), tax policy (Ang et al., 2010, Babina
et al., 2021, Garrett et al., 2017, Longstaff, 2011, Schultz, 2012), corporate subsidies and bankruptcies
(Chava et al., 2023, 2022), political connections (Butler et al., 2009), the information environment (Cuny,
2018, Farrell et al., 2023, Gao et al., 2020), climate change (Goldsmith-Pinkham et al., 2021, Painter, 2020),
policies and political uncertainty (Gao et al., 2019a,b), underwriting processes (Garrett, 2021, Garrett and
Ivanov, 2022), and COVID-induced migration (Gustafson et al., 2023).

5More generally, our paper relates to the literature examining the effect of family policies that aim at
lowering barriers for women to enter or remain in labor force, such as paid maternity leave and subsidized
childcare (e.g., Bennett et al., 2020, Gottlieb et al., 2022, Liu et al., 2023, Simintzi et al., 2023).



tors to relocate (Lin et al., 2023). These studies provide valuable insights into how access to
reproductive healthcare affects individuals’ health and socioeconomic outcomes, leading to
potential aggregate effects. Building upon these studies, we present the first evidence of the
aggregate economic consequences of restricting access to abortion on state and local govern-
ments, and identify firm value, business dynamism, and residential migration as important
driving forces.

Taken together, our results demonstrate the economic impacts of restricting access to
abortion. Reproductive healthcare policies not only have the intended effects on reproductive
behaviors, but also can affect public financing and geographic sorting, leading to divergence
in long-run economic development across regions.

The paper proceeds as follows. Section 2 describes the institutional background, data,
and sample. Section 3 presents the empirical strategy and results regarding effects of the
overturning of Roe v. Wade. Section 4 explores underlying channels using equity market’s

response to the Dobbs decision and the effects of TRAP laws. Section 5 concludes.

2. INSTITUTIONAL BACKGROUND AND DATA

2.1 REPRODUCTIVE RIGHTS IN THE UNITED STATES

Before 1973, abortion regulation and enforcement in the U.S. was left up to states. While
legal abortion became widely available in Alaska, California, Hawaii, New York, and Wash-
ington in 1970, it was outlawed in other states except to save a woman’s life or for limited
reasons such as rape or incest. The legal landscape regarding abortion changed in 1973. In its
decision for Roe v. Wade, 410 U.S. 113 (1973), the Supreme Court held that abortion access
was a right protected by the U.S. Constitution, rendering antiabortion laws unconstitutional
and legalizing abortion nationwide.

This landmark decision soon sparked a decades-long legal and political battle over abor-
tion rights across the nation. Antiabortion lawmakers fought hard to limit abortion access.
For example, dozens of states have passed laws that impose stringent (often medically unnec-
essary) requirements on abortion providers (Guttmacher Institute, 2021b). In more recent

years, antiabortion policymakers began enacting policies that directly contradict Roe, e.g.,



prohibiting abortion before fetus viability or roughly 24 weeks of pregnancy, to provoke a
Supreme Court challenge to the precedent. One prominent example is a 2018 Mississippi law
that bans abortion at 15 weeks of pregnancy. In May 2021, the U.S. Supreme Court granted
a review of Dobbs v. Jackson Women’s Health Organization, which challenges the Missis-
sippi abortion law, to examine whether “all pre-viability prohibitions on elective abortions
are unconstitutional” (Kaiser Family Foundation, 2022b). The case was heard in Decem-
ber 2021, and the Court was expected to issue a decision by mid-2022. However, on the
night of May 2, 2022, Politico published a leaked draft majority opinion written by Justice
Samuel Alito, indicating the Court had voted to strike down Roe v. Wade (Politico, 2022).
Although the leaked document greatly increased the likelihood of an eventual overturn of
Roe, the decision remained uncertain as justices can and sometimes do change their votes
as draft opinions circulate and undergo multiple amendments. Finally, on June 24, 2022,
the Supreme Court issued an official ruling and held that the “Constitution does not confer
a right to abortion,” ending a half-century of federal constitutional protection of abortion
rights and allowing each state to decide whether to protect, restrict, or ban abortion.
Sixteen states and D.C. already have laws in place that explicitly protect the right to
abortion without relying on the Roe decision (Kaiser Family Foundation, 2022a).® Most of
these policies prohibit states from interfering with pre-viability abortion, and others offer
legal protections for abortion providers. In contrast, 13 state legislatures have instituted
“trigger” laws designed to take effect automatically or by quick state action to ban abortion
with few exceptions once the Roe precedent is struck down. In addition, nine states have
pre-Roe abortion bans on the books, and 11 states have early gestational age bans that are
blocked by court orders.” Appendix Table Al summarizes these state laws. The preexisting

differences in state laws on abortion creates variations in state-level abortion access after

SThese states are California, Colorado, Connecticut, Delaware, Hawaii, Illinois, Maine, Maryland, Mas-
sachusetts, Nevada, New Jersey, New York, Oregon, Rhode Island, Vermont, Washington, and D.C.

"States with trigger bans are Arkansas, Idaho, Kentucky, Louisiana, Mississippi, Missouri, North Dakota,
Oklahoma, South Dakota, Tennessee, Texas, Utah, and Wyoming. States with abortion laws predating Roe
v. Wade are Alabama, Arizona, Arkansas, Michigan, Mississippi, Oklahoma, Texas, West Virginia, and
Wisconsin. States with blocked early gestational age bans are Georgia, Idaho, Iowa, Kentucky, Mississippi,
North Dakota, Ohio, Oklahoma, South Carolina, Tennessee, and Texas. In states with multiple bans, state
officials will determine which ban to enforce when Roe is overruled. See Guttmacher Institute (2022) for
more details.



Roe was overturned. We exploit these differences in laws as well as the timing of the leaked
draft opinion and the Dobbs decision to study the economic implications of restricting access
to abortion. In the main analysis, we define treatment states as those with trigger bans as
of May 2022 because these laws signal the strongest intention to ban abortion compared
to other bans. In the Appendix, we expand the treatment definition to include states with

pre-Roe bans or early gestational age bans and find similar results.

2.2 POTENTIAL IMPACT ON MUNICIPAL BONDS

Municipal bond investors care about the cash flows of local governments. The payoff
structure of municipal bond investments suggests that investors are primarily concerned
with how policies generate downside risk for communities that back the cash flows for debt
payment. Reproductive healthcare policies pertaining to abortion may impact municipal
bond pricing through multiple channels.

Policies that restrict abortion access can negatively impact two important determinants
of a state’s tax base: residents and businesses. First, limiting access to abortion may prompt
individuals who value reproductive rights to relocate, thereby reducing the local labor supply.
For example, in the wake of the Dobbs decision and ensuing abortion bans, nearly half
of working adults said they would consider moving to abortion-friendly states in a survey
commissioned by Bloomberg (2022); indeed, Lin et al. (2023) find that female auditors
who value reproductive rights move away from states that enacted TRAP laws. Studies
have also shown that access to abortion affects female labor force participation and their
engagement in professional occupations and entrepreneurship (e.g., Zandberg, 2021, Ravid
and Zandberg, 2022). Second, restricting abortion may prompt firms to relocate and increase
their financial burden. For example, following the Dobbs decision, many U.S. companies
announced they would consider expanding or allowing employees to move away from states
with abortion bans (CNBC, 2022), which could generate costs associated with employee
relocation and operational disruptions. In addition, many firms remaining in states that
ban abortions said they would cover travel costs for employees who need abortion services
(CBS, 2022b), and some faced backlash from existing employees and had to increase posted

wages after announcing these travel benefits (Adrjan et al., 2023). This exodus of talent



and businesses, combined with increased operating costs, likely shrinks state tax bases,
constrains government fiscal capacity, and negatively affects municipal bonds whose sources
of repayment are tied to local economic conditions. In Section 4, we explore these channels
in detail.

In addition, diminished access to abortion could increase burdens on social welfare pro-
grams and strain public resources and spending. Abortion bans can lead to a surge in
unplanned pregnancies, resulting in extra medical expenses related to prenatal care, child-
birth, and postpartum recovery, a significant proportion of which are covered by Medicaid,
which relies on both federal and state funding (Kaiser Family Foundation, 2022¢). Limiting
access to abortion services can also give rise to public health issues stemming from inade-
quate care, increased rates of pregnancy complications, and elevated rates of preterm births,
as well as infant and maternal mortality (Stevenson et al., 2022).

If investors view restrictive reproductive healthcare policies as a potential risk of invest-
ment, they are likely to demand a higher yield to compensate for the additional risk. This
gives rise to the main hypothesis of the paper: municipal bonds in states with restrictive

access to abortion will on average have higher yields.

2.3 DATA

We obtain municipal bond data from two sources: secondary market transaction data
from the Municipal Securities Rulemaking Board (MSRB) and primary market issuance data
and bond characteristics from the Mergent Municipal Fixed Income database (Mergent).

MSRB covers the universe of secondary market transactions of municipal bonds in the
U.S. and includes information on transaction-level data, such as transaction date, yield,
price, and trade size. Following the literature, we restrict our sample to bonds issued via
conventional channels (e.g., limited offerings, private placements, and remarketing) in the
50 states and D.C., transactions beyond two weeks of issuance to exclude primary market
issuance transactions (Schultz, 2012), and transactions with at least a one-year time-to-
maturity to prevent small price deviations from generating large price swings (Schwert, 2017).

We focus on bonds issued directly by state, county, and city governments and geolocate



each bond based on the issuer’s county information from Bloomberg.® Finally, we focus on
bonds issued prior to the leak of the Supreme Court draft opinion to avoid effects being
contaminated by changes in bond issuance.

Our main measure of public financing cost is municipal bond yield in secondary mar-
kets. We calculate monthly bond yield using the trade size-weighted average yield across all
transactions for each bond in a given month.® We winsorize yields in the top and bottom 0.5
percentiles to prevent outliers from driving our estimates. As an alternative measure, we use
monthly bond spread computed as the size-weighted average difference between bond yield
and the corresponding maturity-matched after-tax Treasury yield.!® We also examine bond
credit ratings to gauge whether and how credit rating agencies adjust their assessments of
bond default risks. We use the credit rating at the time of each transaction for the secondary
market analysis.!!

We also construct a sample of primary market issuance transactions using the Mergent
database, which covers the universe of primary market issuance of municipal bonds in the
U.S. Following the literature, we focus on bonds offered via conventional channels in the
50 states and D.C. In addition, we restrict our sample to bonds issued by state, county, or
city governments with non-missing offering amounts and coupon rates that represent new

borrowing.

2.4 SUMMARY STATISTICS

We present summary statistics of our samples in Table 1. Panel A reports bond character-
istics for all bonds in our secondary -market sample from October 2021 through December

2022. We observe that the average yield is about 317 bps, the average spread between

Y« W

8Bloomberg classifies issuers as “state,” “county,” “city,” or “unidentified.” We complement this infor-
mation by categorizing “unidentified” issuers using issuer names from Mergent. Specifically, we categorize
issuers as states if their names include “st”, “state”, “commonwealth”, or state names (full or postal abbre-
viation); as counties if names include “county”, or “cnty”; and as cities if names include “city”.

9Tf yields are missing, we calculate them using prices.

10To calculate the after-tax Treasury yield, we measure marginal tax rates using estimates of top state
rates based on the NBER Taxism model. For information about state rates, see http://users.nber.org/
~taxsim/state-rates/maxrate.html. For details about the Taxism model, see http://users.nber.org/~taxsim/
state-rates/.

11'We supplement Mergent rating data with rating histories provided by Ryan Israelsen and Marc Joffe.
When rating information is available from multiple rating agencies, we use the lowest one.
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bond yield and the corresponding Treasury yield is 149 bps, average time to maturity is 8
years, and average rating is 18 (equivalent to AA- or Aa3 rating). In addition, about 71%
of transactions pertain to callable bonds, 19% pertain to insured bonds, 46% pertain to
general obligation bonds, and 45% pertain to bonds issued through negotiation (instead of
competitive offerings).

Panel B compares bond characteristics between states with trigger laws (treatment states)
and states with laws protecting abortion (control states) in the pre-shock period (October
2021 — April 2022). While there are more transactions in control states than in treatment
states (108,733 vs. 44,136), the average yields and spreads are similar between the two
groups (258 and 149 bps in the treatment group vs. 262 and 155 bps in the control group),
and the difference is statistically insignificant. In addition, the average bond ratings between
the treatment and control states are very close, suggesting that issuers in these states share
similar creditworthiness and debt obligations before the shock. Finally, bonds in treatment
states have a longer maturity, are more likely to be insured, and are smaller. We control for

these bond characteristics in all regressions where applicable.

3. THE EFFECTS OF OVERTURNING ROE v. WADE

3.1 EVENT STUDY AROUND THE DOBBS DECISION

Our first approach is a DID event study design contrasting bonds in states with trigger
bans vs. bonds in states where abortion is protected when Roe v. Wade is overturned. We

estimate the following regression:

7

Yi: = Z By x Triggersuy + 0'Xip + o + oy + €54 (1)
t=—T;t#—3

where Y;; is the outcome of interest, such as yield, spread, and rating, for bond 7 in month

t. Triggerys is 1 if bond i is issued in state s with a trigger law, and 0 in a state with

a preexisting law that protects access to abortion.!? Event time ¢ indexes the number of

12As shown in the Appendix, we expand the treatment definition to include pre-Roe abortion bans and
early gestational age bans; results are somewhat smaller in magnitude, but still significant.

11



months relative to the leaked Supreme Court draft majority opinion striking down Roe v.
Wade in May 2022. We define ¢ = 0 as the month of the draft leakage and omit ¢t = —3
to form the reference period. We include event months up to +7, as the bond data are
only available through December 2022. To ensure symmetry, we set the beginning of the
sample period to month —7 (October 2021). Following Gao et al. (2020) and Cornaggia et al.
(2022a), we control for a vector of bond characteristics X;; consisting of bond rating at the
time of transaction, log maturity, log size, and coupon rate, as well as indicators for whether
a bond is categorized as general obligation, callable, insured, reoffered, and negotiated.!® We
include year-month fixed effects «; to absorb any national time trends in the bond market,
and bond fixed effects «; to force comparison within the same bond. We double-cluster
standard errors by state and year-month to account for the cross-sectional and time-series
correlations in the residual terms.

A key assumption of the DID event study methodology is that trends of bond outcomes
between treatment and control states would have been parallel in the absence of the Dobbs
decision. In this case, the 3, vector in Equation 1 identifies the causal impact of restricting
access to abortion on public financing cost. As shown below, this assumption appears to
hold.

Figure 1 panel (a) plots the (; coefficients from Equation 1, capturing how the draft
leakage and the overturning of Roe v. Wade change bond yields for trigger law states
relative to control states over the event window. The plot shows no pre-trends leading up to
the date the draft was leaked, a small yet insignificant uptick in relative yields in the month
the draft was leaked, and a significant increase after the Court’s ruling. The estimated effect
grows from 2 bps in month 2 to 6 bps in months 5 through 7.

Next, we shift our focus to general obligation (GO) bonds. GO bonds are backed by a
local government’s tax base and taxing authority. If restricting access to abortion indeed
affect local economies and the tax bases of local governments, the effect on bond yields
should be concentrated in GO bonds. Figure 1 panel (b) zooms in on GO bonds and plots

the f; coefficients from Equation 1. Compared to control states, GO bonds in trigger law

13For insured bonds, rating refers to the higher of the underlying and the insured ratings; for uninsured
bonds, the rating is the underlying rating.
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states see a significant 3 bp relative jump in yields in month 2, right after the Court struck
down Roe v. Wade; the gap between trigger law and control states increases to 9 bps in
months 5 through 7, roughly 33 % higher than the effect among all bonds shown in panel

(a). In the remainder of this paper, we focus on GO bonds.

3.2 DIFFERENCE-IN-DIFFERENCES DESIGN

To summarize the coefficients into an average treatment effect over the months following

the Dobbs decision, we estimate the following equation:

Yie = B x Triggersq) X Posty + 6" Xy + ay + o) + €it (2)

where Y;, demotes the outcomes of interest, such as yield, spread, and rating, for bond
¢ in month t. Post, is an indicator equal to 1 for the months after the Supreme Court
overturned Roe v. Wade on June 24, 2022; we exclude May and June 2022 to avoid potential
anticipation effects after the draft opinion was leaked. We include bond characteristics X ;,
state fixed effects ay(;), and year-month fixed effects o;. In more demanding specifications,
we add bond fixed effects «;, Republican governor x year-month fixed effects, and state-
level quarterly GDP and monthly unemployment rate to control for time-invariant bond
characteristics, contemporaneous shocks to states with Republican governors, and state-level
economic conditions. We double-cluster standard errors by state and year-month.

Table 2 reports the estimates from Equation 2. We include increasingly stringent fixed
effects and controls moving from column (1) to (4). Consistent with the patterns revealed by
the DID event study, coefficients on Trigger x Post are positive and statistically significant.
Column (2), which includes CUSIP fixed effects and year-month fixed effects, shows a point
estimate of 7.0. In other words, bonds in states with trigger laws experience a 7 bp increase
in yields, on average, relative to bonds in states with laws protecting access to abortion after
Roe v. Wade was overturned. It is worth noting that all states with trigger laws were led
by Republican governors in 2022, except for Kentucky and Louisiana. To check whether the
increase in bond yields around the court decision is due to common shocks to states with

Republican governors, we include Republican governor x year-month fixed effects in column
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(3). The point estimate increases to 8 bps, suggesting that the documented effect cannot
be explained by contemporaneous shocks to Republican states. Another concern is that the
effect is driven by changes in economic conditions unrelated to abortion bans in trigger law
states. To alleviate this concern, we further include state-level monthly unemployment rate
and quarterly GDP in column (4), which shows an even stronger effect of over 9 bps. Across
the columns, our estimated effects are non-trivial, equivalent to 2.4% to 3.6% of the sample
mean. In Appendix Table A3, we examine bond spread as an alternative outcome and find
similar results. In addition, several states have implemented state income tax cut in 2022,
which might impact future municipal cash flows and confound our main findings. Therefore,
in Appendix Table A4, we repeat the analysis in Table 2 while additionally controlling for
interactions between an indicator for state tax cut in 2022 and year-month dummies. Results
are very similar.

To understand the relative contributions of trigger law states vs. protect states to changes
in bond yields following the Dobbs decision, we include states that do not have major
preexisting laws regarding abortion as the control group. Table 3 shows that bond yields in
trigger law states experience a 6-9 bps increase compared to states without any preexisting
abortion laws after the court ruling. In contrast, protect states see no significant changes.
This result indicates that our documented effect on bond yields is mostly attributable to
trigger law states experiencing higher borrowing costs.

Thus far, we have controlled for contemporaneous bond credit rating. In other words,
the relative increase in yields in trigger law states reflects investors’ expectations of default
risk and other bond fundamentals above and beyond what is implied by the bond rating.
A natural question is whether bond ratings also change in response to the Dobbs decision.
In Appendix Table A5, we re-estimate Table 2 using bond rating as the dependent variable.
Bond rating is the numeric value of a bond’s long-run underlying credit rating in a month.
The highest rated bonds (AAA) are assigned a value of 21, the second highest (AA+) 20, and
so forth to the lowest rated bonds (C'), which are assigned a value of 1. Although the signs of
the coefficients for T'rigger x Post are negative, they are economically small (between -0.12
and -0.010) and almost always statistically insignificant. This lack of effect on bond rating

is consistent with rating agencies’ reluctance to publicly address the abortion rights issue
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in the U.S. (Responsible Investor, 2022). In addition, credit ratings might be too coarse to
capture the effects of abortion bans when economic impacts have not yet manifested in the
financial statements of exposed municipalities.

In our main analysis, we define treatment states as those with trigger bans in place
before the Dobbs decision. For robustness, in Appendix Table A6, we expand the treatment
definition to include states with pre-Roe abortion bans and early gestational age bans. The
estimated effects are consistent with Table 2, albeit smaller in magnitude. The smaller effect
size is not surprising, as the two other bans are either legacy laws passed before 1973 or do
not completely ban abortion, in contrast to trigger bans specifically designed to take effect
once Roe v. Wade is struck down.

Our identification strategy relies on a single shock, giving rise to the concern that the
effect is merely an artifact of seasonality or random noise in municipal bond yields. To
alleviate this concern, we conduct falsification tests. In Table A7, we replicate Table 2 using
2019 or 2021 as the placebo treatment year.'* All of the coefficient estimates are insignificant
and small, suggesting that our main effect cannot be explained by seasonality or random
noise.

Finally, our main analysis focuses on how investors price municipal bonds in secondary
markets to ensure that the effect on yields is not contaminated by governments’ strategic
issuance behavior. In Table 7, we examine offering yields and amount in primary markets.
Column (1) reveals that the offering yields in trigger law states are 23 bps higher than those
in control states after the Court struck down Roe v. Wade. Because each municipal bond is
issued only once, we can not include bond fixed effects. As an alternative, we include issuer
fixed effects in column (2) and obtain similar results. In column (3), we include Republican
governor x year-month fixed effects; in column (4), we additionally include an indicator for
state tax cut x year-month fixed effects. Results remain similar. In Appendix Table AS,
we further examine state-level issuing behavior—both offering amount and an indicator for
issuing new bonds—and find no significant differential change between trigger states and

control states after the Dobbs decision.

4We do not use 2020 because it coincides with the height of the COVID-19 pandemic.
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3.3 INTERPRETING THE ECONOMIC MAGNITUDE

To interpret the economic significance of our main effects, we use the structural model in
Goldsmith-Pinkham et al. (2021) to translate the increase in municipal bond yields to changes
in the distribution of government cash flows. Goldsmith-Pinkham et al. (2021) adapt Merton
(1974) distance-to-default-style model to the municipal bond setting, where the municipal
credit risk depends on the present value of future cash flows (e.g., tax revenues) and the
uncertainty of future cash flows (i.e., asset volatility). We calibrate the model to match the
secondary market yield-to-maturity (3.17%) in our sample and use a tax-exempt risk-free
rate of 1.95%. Following Goldsmith-Pinkham et al. (2021), we use an average maturity of
10 years and a duration of 7.5 years. Because we do not directly observe the leverage ratio
(K/V) for bond issuers, we estimate the model using a set of leverage ratios ranging from
0.1 to 0.7.

Figure A2 presents the corresponding changes in the level and volatility of municipal cash
flows implied by the 7.0 bp increase in municipal bond yields from column (2) of Table 2. The
results show: a decrease of 2.3% to 5.3% in the present value of cash flows assuming a zero
change in volatility, as given by the intercepts between a horizontal line at volatility=0 with
the purple solid line (K/V=0.1) and the orange dotted line (K/V=0.7); an increase of 1.4%
to 2.4% in the volatility of cash flows assuming a zero change in cash flow levels, as given
by the intercepts between a vertical line at present value=0 with the purple and the orange
dotted lines; or some mixture of the two. This model-implied effect on local government
cash flows suggests that investors anticipate restrictive access to abortion to have a material

impact on local economies.

3.4 CROSS-SECTIONAL HETEROGENEITY

The analyses in prior sections exploit variations in preexisting state laws regarding abor-
tion rights. In this section, we explore within-state variations in exposure to the overturning
of Roe v. Wade. Specifically, we utilize data on distance to the nearest abortion clinic, local
attitudes toward abortion, and local reliance on female workforce to identify counties that

are more affected by the Court’s ruling. This set of results further tightens the link between
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changes in abortion policies and increased public financing costs.

The overturning of Roe v. Wade abruptly eliminates legal abortion access in states with
trigger laws. As such, women in these states who seek abortions must travel farther to
reach providers. Appendix Figure A1l plots the cumulative change in the distance between
a county’s population centroid and the nearest abortion clinic between October 2021 and
December 2022 separately for states with trigger laws and states with laws protecting access
to abortion, using data from Myers (2023). While counties in control states experience
no change in the distance to the nearest abortion clinic, for counties in trigger law states,
the distance increase by 60 miles in July 2022, continuously increasing to 170 miles by
September 2022. The resulting distance far exceeds 100 miles—a level that courts have
generally treated as not unduly burdensome for women seeking abortions—likely preventing
a substantial fraction of women who want abortions from accessing providers (Myers, 2021).

If effects documented in previous sections are indeed driven by decreased access to abor-
tion, bond yields should have increased more in treatment counties with a greater increase in
the distance to the nearest abortion provider. We thus split treatment counties within each
state by whether they have an above- vs. below-median change in the distance to the nearest
abortion provider and separately examine their bond yields relative to those in the control
states.'” We replace 3, x Triggery; in Equation 1 with 8, x Triggerx High change and
B x Triggeryx Low change and plot the coefficients in Figure 2 panel (a). While bonds in
both high and low-change treatment counties share parallel pre-trends with those in control
counties, the trends diverge after the overturning of Roe v. Wade. Bonds in high-change
treatment counties experience a 6 bp relative increase in yields in month 2 whereas those in
low-change counties increase by only 1.5 bps. Although yields in both types of treatment
counties continue to rise through the end of the sample period, the gap persists. Table 4
column (1) summarizes the monthly treatment effects into an average treatment effect: bond
yields in high-change treatment counties increase by 7 bps compared to control counties after
the overturning of Roe v. Wade, while yields in low-change treatment counties rise by less

than half that amount.

15We exclude bonds issued by state governments in this and the following analyses using county-level
characteristics because county identifiers are required to assign these characteristics to bonds.
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We next explore heterogeneity in local residents’ attitudes toward abortion. The adverse
effects of restricting abortion access should be less pronounced in areas where residents
are more accepting of such restrictions. This is because higher local support for abortion
restrictions implies lower perceived negative effects of such policies among residents, who
are major holders of municipal bonds (Bagley et al., 2022). Greater support also suggests a
lower likelihood of future policy reversal, which reduces uncertainty for investors.

We measure attitudes toward abortion using the share of the county population identify-
ing as religious based on the 2010 Religious Congregations and Membership Study (ARDA,
2000) and responses to questions about abortion in the Gallup Poll Social Series (GPSS)
between 2013 and 2021. We split treatment counties by whether they have an above- vs.
below-median share of religious residents or GPSS respondents who view abortion as morally
acceptable within each state. We plot coefficients of the interactions between indicators for
high and low local religiosity (acceptance of abortion) and 3; x T'riggers; in Figure 2 panel
(b) (panel ¢). Panel (b) reveals that yields in treatment counties with high and low religios-
ity are similar to those in control counties before the draft leakage. However, relative yields
in treatment counties with low religiosity, where residents are more likely to be pro-choice,
jump after the draft leakage and ramp up to 12 bps by month 7, while those in treatment
counties with high religiosity, where residents are more likely to be pro-life, remain flat.
Panel (c¢) demonstrates a similar divergence after the draft opinion was leaked. Relative
bond yields in treatment counties where abortion is viewed as more morally acceptable rise
while those in counties where it is viewed as less acceptable drop, with the gap widening to
12 bps (+11 vs. -1 bp) by month 7. In Table 4, columns (2) and (3) report the corresponding
average treatment effects. Bond yields in treatment counties with low religiosity and high
abortion acceptance increase by 9 bps relative to the control counties, whereas yields in other
treatment counties are not statistically distinguishable from those in control counties.

The availability of abortion services has been shown to have a significant impact on
women’s participation in the labor force and occupational decisions (Zandberg, 2021). Con-
sequently, areas that rely heavily on female workforce could experience more pronounced
negative effects due to restrictions on abortion. To gauge the extent of women’s involvement

in the local workforce, we employ two metrics: the county-level share of females participating
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in the labor force (DOL, 2021) and the county-level share of employment in female-dominated
industries based on EEO-1 data (EEOC, 2021) and Quarterly Census of Employment and
Wages data (BLS, 2021).16 In Table 4 columns (4) and (5), we examine effects for treatment
counties with an above- vs. below-median share of females participating in the labor force
and with an above- vs. below-median share of employment in female-dominated industries,
respectively. Consistent with our conjecture, bond yields in treatment counties that were
heavily dependent on female workforce increased by 6.5 bps, but the increase is negligibly in
counties that are less dependent on female workforce

Taken together, the analyses exploiting within-state heterogeneities demonstrate that
increases in municipal bond yields are attributable to reduced access to abortion following
the Dobbs decision rather than other contemporaneous policies or shocks that may have
disproportionately affected states with trigger bans.

We next explore heterogeneities across treatment states, exploiting variations in state
taxes. Retail investors own a large share of municipal bonds. These investors are typically
wealthy individuals seeking tax-exempt investment. Higher state income tax rates coupled
with tax exemption applicable only to in-state municipal bonds make it more costly for
investors to replace local municipal bond investments with out-of-state ones. Conversely,
investors in states with lower income tax rates and where tax exemption is available for both
in- and out-of-state municipal bonds will have lower switching costs. Therefore, we expect
the increase in bond yields following the Dobbs decision to be more pronounced in treatment
states with lower state income tax and tax privilege. We test this hypothesis in Table 5.
The results confirm our prior. Column (1) shows that bond yields in treatment states with
zero state income tax increase by approximately 8 bps relative to control states after the
court ruling, whereas other treatment states see no significant changes. In column (2), we
define tax privilege as the highest state income tax rate minus the applicable exemption rule
for out-of-state municipal bonds following Babina et al. (2021). We find that bond yields in
treatment states in the bottom quintile of privilege increase by nearly 10 bps, while bonds

in other treatment states see little increase.

16We define female-dominated industries as NAICS 3-digit industries with female employee ratios above
50%.
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Finally, we explore effect heterogeneities along two important determinants of bonds’
fundamental risk: maturity and credit rating. In Table 6 columns (1) and (2), we replicate
Table 2 column (2) separately for long-term bonds and short-term bonds. We define long-
term bonds as those with a time-to-maturity of at least 10 years and short-term bonds as
those with a time-to-maturity of less than 10 years. The results show that the increase in
bond yields is concentrated in long-term bonds, whereas short-term bonds are affected very
little. These results suggest that investors perceive restrictions on abortion services as a
long-run fundamental risk that impacts cash flows of local governments in the long term
rather than in the immediate term.

To the extent that the increase in bond yields reflects bonds’ deteriorating fundamentals
in trigger law states, the increase should be stronger among bonds with poorer credit ratings.
This is because lower rated jurisdictions generally have less diversified economies, lower
incomes, and smaller fiscal capacity, making them more vulnerable to business and residential
relocation and shrinking tax bases. In columns (3) and (4), we re-estimate Table 2 column
(2) separately for high rated bonds and low rated bonds; we define high rated bonds as those
rated AA— or above in the pre-period and low rated bonds as those with ratings below AA—.

As expected, the effect is concentrated in bonds rated below AA-.

4. EXPLORING CHANNELS

To understand why municipal bond yields increase, leading to the implied negative eco-
nomic effects of restrictions on abortion services, we examine the impacts of these restrictions
on two vital determinants of local economies and tax bases: firms and residents. In Sec-
tion 4.1, we examine the impact of the Dobbs decision on firms using firm value as a summary
statistic. In Section 4.2, we exploit staggered adoption of state laws that restrict abortion
providers and study the impact of limiting abortion on firms and job creation (Section 4.2.3)

and residential migration (Section 4.2.2).
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4.1 CHANGES IN FIRM VALUE AROUND THE OVERTURNING OF ROE v. WADE

We expect firms in trigger law states to be negatively affected by the Dobbs decision
for several reasons. First, firms may need to help employees cover the costs of traveling
out-of-state to obtain abortion services. Second, workers, especially high-skilled and mobile
workers, may decide to leave states that restrict abortion, leading to costs associated with
hiring and training new personnel. Finally, firms may move out of states with abortion
bans in response to employees’ demands or labor supply shortages, resulting in operational
disruptions and relocation costs. All of these factors are likely to increase firms’ operating
costs and decrease future cash flows, leading to weaker bottom lines.

Ideally, we would examine firms’ earnings and cost measures such as EBITDA, cost of
goods sold (COGS), and selling, general, and administrative (SG&A) expenses. Because
comprehensive firm data for 2023 are not yet available, we study changes in firm value after
Roe v. Wade was overturned to measure economic impacts on firms. We obtain daily trading
data for all public companies from the CRSP/Compustat Merged Database. We exclude
penny stocks and restrict our sample to common share stocks listed on NYSE, Nasdaq, and
AMEX, stocks actively traded as of May 2, 2022 (i.e., the day before the Supreme Court’s
draft decision was leaked), and firms headquartered in either trigger law states or states that
protect access to abortion. Our final sample consists of 2,383 firms.

To estimate the effects on firm value, we compute daily cumulative abnormal returns
(CARs) adjusted for the Fama-French four-factor model following the Dobbs decision. We
estimate each model for the 100 days prior to the day before the decision. Because firms
could operate in both treatment and control states, we define an indicator, HQ Trigger, for
firms headquartered in trigger law states to capture firms with relatively higher exposure to
the change in the legal landscape of reproductive rights.

Table 8 reports the results, which provide evidence of lower abnormal returns for firms
with greater exposure to the Dobbs decision. Specifically, as shown in the first three columns,
firms headquartered in trigger law states experience negative abnormal returns of about 102
bps for the (0, 10) window relative to firms headquartered in control states, with economically

smaller and statistically insignificant effects for the (0,42) and (0,+5) windows. In the next
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three columns, we utilize location data for abortion clinics and compare the effects for treated
firms headquartered in counties with an above-median (High change) vs. below-median
(Low change) change in distance to the closest abortion clinic after the Dobbs decision.
The negative effects are much more pronounced for firms headquartered in counties where
the distance to the closest abortion clinic has increased more: -133 bp and -170 bp for
the (0,45) and (0,4+10) windows. In contrast, effects are negligible for low change firms.
This heterogeneity aligns well with our finding in Section 3.4, suggesting that the reduction
in firm value is indeed driven by diminished access to abortion. Lastly, in the final three
columns, we compare effects for treated firms operating in a single state (Single-state) vs.
those in multiple states (Multi-state). Since single-state firms lack geographic diversification
and cannot easily shift production across states, they should be more susceptible to the
increased costs associated with abortion bans. Our findings show this is indeed the case:
single-state firms headquartered in trigger law states see abnormal returns ranging from -125
to -240 bps for the (0,4-2) and (0,410) windows, while multi-state firms headquartered in

trigger law states see no significant changes.

4.2 EVIDENCE FROM TRAP LAWS

To overcome the lack of recent data on business and migration statistics following the
Dobbs decision in 2022 and to further investigate mechanisms underlying the increase in
municipal bond yields following restrictions on abortion services, we study the staggered
adoption of Targeted Regulation of Abortion Providers (TRAP) laws across states.

TRAP laws refer to laws that limit abortion access by imposing excessive requirements on
abortion providers. Although TRAP laws cannot fully ban abortion given the constitutional
protections provided in the Roe (later Casey) decision, they have been shown to reduce
abortion (Arnold, 2022, Jones and Pineda-Torres, 2021, Zandberg, 2021). To the extent
that TRAP laws limit women’s ability to access abortion, studying these laws can shed light
on the channels whereby restrictions on abortion affect public financing and local economies.
Moreover, TRAP laws constitute multiple events across different states over various points
in time, which mitigates potential biases and noise associated with relying on a single policy

shock.
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We use data on TRAP laws collected by Austin and Harper (2019). The data cover the
year of first enactment and other details for various TRAP laws based on sources updated
through mid-2016. We focus on the 16 states that enacted their first set of TRAP laws
between 2000 and 2016. We choose this time period because (i) our municipal bond data
start in 2000, and (ii) Austin and Harper recommend that researchers focus on post-1991

laws due to differences in policy intentions between early and more recent TRAP laws.

4.2.1 EFFECTS ON MUNICIPAL BOND YIELDS

Similar to the overturning of Roe v. Wade, TRAP laws are expected to have negative
impacts on local economies and increase municipal bond yields. However, the magnitude of
these impacts is likely to be smaller, as TRAP laws do not completely ban abortion.

Following Sun and Abraham (2020) we use a DID dynamic event study to examine the
effects of TRAP laws on bond yields. Specifically, we compare the yields in treatment
states against those in control states that never enacted TRAP laws before mid-2016. We
focus on the first enactment of TRAP laws in a state to prevent our estimates from being
contaminated by the effects of prior enactments following Zandberg (2021).17 To implement
the dynamic event study, we stack our panel data as a series of 2x2 matrices (bonds in
treatment/control states x omitted period/event period) and adapt the R package from
Novgorodsky and Setzler (2019).

We define states that enact their first TRAP laws in year g as cohort g and cohort-specific
event time in calendar year y as e, = y — g. We run the following regression for monthly

bond yields for bond ¢ in year y and month m:

Yiym = Z H{cohort = g} % { Z Be, ¥ Treatyq) o % 1{e =y — g}

geG e£—1 (3)
+ Z Wéngm * 1{6 =Y — g} + Oéeg,ym + ag,i} + €iym
e£—1

While the data are monthly, for precision and ease of presentation we estimate effects by

17Some states blocked previously enacted TRAP laws or never enforced them. We define these states as
treated because TRAP law enactments, regardless of enforcement, signal decreasing access to abortion. To
the extent that the effect is weaker in these states, our estimate serves as a lower bound.
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event year. G is the set of years between 2000 and 2016 when states enact their first TRAP
laws. To avoid extending the sample period into the pandemic year of 2020 and to estimate
effects across all treated states, we only estimate event year effects between -3 and +3 years.
We define the omitted period as year -1. Treat, , takes a value of 1 if bond i is issued by
state s belonging to cohort g, and cohort ¢ is the treatment cohort (i.e., 1{cohort = g} = 1).
Xym denotes time-varying bond characteristics, a.,,» denotes cohort event year-specific
month fixed effects, and ay; denotes cohort-specific bond fixed effects.

Assuming that yields in states with TRAP laws and states that have never enacted them
would have shared similar trends absent the laws, we can identify the treatment effect on
bond yields in treated cohort g in event year e,, labeled as 3.,. Following Sun and Abraham

(2020), we define the average treatment effect for event year e as:

Be=Y_ Be, X w, (4)
9ea
where w, (the aggregation weight) is the number of observations used to estimate J3.,. We
calculate standard errors double clustered by state and year-month for [, via the delta
method.

Figure 3 plots the . coefficients. Consistent with findings in Section 3, municipal bond
yields increase in response to TRAP law enactments. We observe no discernible difference
in yields between treatment and control states leading up to the TRAP law enactments,
indicating that the parallel pre-trends assumption likely holds in our case. However, yields
in treatment states increases by 3 bps relative to control states in the year of enactment
(event 0), and this difference grows to 7 bps by year two before slightly attenuating in year
three.!® Aggregating across years 1 through 3, the effect implies a $22.5 million increase in
cost of financing per treatment state. Regression coefficients are reported in Table 9.

A potential concern regarding the enactment of TRAP laws is their potential correlation
with state tax cuts. Both policies are more likely to occur in states with more conservative

voters. To mitigate the confounding effect of simultaneous state tax cuts, we control for the

18Gix states in the treatment group blocked TRAP laws within two years of enactment, which may have
contributed to the decline in the treatment effect in year 3.
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top marginal state income tax in Equation 4 as a robustness check. Estimates in Appendix
Table A9 are quantitatively similar to our main ones. This indicates that our results are not

driven by state tax changes.

4.2.2 EFFECTS ON MIGRATION

Having documented effects of TRAP laws on bond yields that are consistent with the
findings in Section 3, we next study their impacts on population, an important determinant
of state tax bases. Local residents not only contribute to government tax income, but
also are major holders of municipal bonds (Bagley et al., 2022). If individuals who value
reproductive rights are less attracted to states that enact TRAP laws, they may move out
of those states or be less inclined to move to them. We thus expect states that enact TRAP
laws to see a decline in net in-migration (i.e., inflow - outflow). A shrinking state population
likely decreases the tax base, erodes future cash flows to municipalities, and dampens local
demand for municipal bonds, all of which could lead to a rise in municipal bond yields.

To examine this channel, we first use state-to-state migration statistics from the IRS’s
Statistics of Income (SOI) (IRS, 2023). The migration data are based on year-to-year address
changes reported on individual income tax returns filed with the IRS and are available for
all 2,550 ordered state pairs in the U.S. We use the number of personal exemptions claimed
to approximate the number of individuals who migrate.!® We estimate Equation 5 and plots
the (. coefficients in Figure 4. Estimates are reported in Table 9.

Panel (a) shows that the net in-migration in treatment states begins to drop in the year
of enactment relative to control states and continues to fall in the following three years. The
average treatment effect in the three years after enactment is -1.5, representing a decline of
150 per 100,000 state residents in net in-migration or a $4.7 million loss in adjusted gross
income per year.?’ Results when restricting the flows to be from or to control states show
similar patterns (see Appendix Figure A3). We also separately plot the effects on migration

inflows and outflows in panels (b) and (c), respectively. While the effects of TRAP laws on

19We do not use the number of returns filed because households tend to file taxes jointly and doing so
would undercount the number of people who migrate.

20This number is obtained by multiplying 150 by 0.5 (to translate the number of residents to the number
of returns) and multiplying that number by $63,000, i.e., the average adjusted gross income per return
(2000-2017).
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outflows are positive and short-lived, the effects on inflows are negative, larger in magnitude,
and longer-lasting. This implies that although both in- and out-of-state residents adjust their
moving patterns when a state enacts TRAP laws, out-of-state residents’ lower tendency to
move to a TRAP state accounts for most of the negative effect on net in-migration.
Although IRS’s SOI data covers all tax filers in the US and offers a broad view of migration
response to TRAP laws, it lacks detailed demographic information. To zoom into fertile
women, who are potentially more affected by TRAP laws, we turn to LEHD J2J data (U.S.
Census Bureau, 2023), detailing job-to-job flows across states by age and sex. Figure 5 plots
the effects on job flows among women ages 19-44. Panel (a) shows a decline in net job
flow starting in the enactment year and persisting over the next three years. The average
treatment effect in the three years after enactment is -4.3, representing a decrease of 4.3
net job inflows per 1,000 fertile women. Panels (b) and (c) separately plot job inflow and
outflow. While effects on outflow are positive yet small and marginally insignificant, effects
on inflow are much larger and grow over time. This difference in responses between inflow

and outflow aligns well with the overall migration patterns from IRS’s SOI data.

4.2.3 EFFECTS ON LOCAL FIRMS

Another important determinant of municipal financing is local businesses. Similar to the
Dobbs decision, TRAP laws could hurt firms’ bottom lines by increasing financial burdens
related to employee reproductive healthcare, employee turnover, and firm relocation. All of
these could diminish the dynamism of local economies, thereby decreasing government cash
flows, and eventually contributing to an increase in municipal bond yields.

To study this channel, we use the Census Bureau’s Business Dynamics Statistics (BDS),
which enables us to examine state-level firm entry/exit and job creation/destruction each
year. Using a similar DID dynamic event study as in the last section, we run the following

model:

Yo, =) Yeohort = g} { Y fe, x Treat,g+ He =y — g} +ae, +ags} +ews (5)
geqG e£—1

where Yj, is our outcome of interest—firms per 100,000 residents or net job creation rate—for
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state s in year y. a., denotes cohort event year fixed effects and ay , denotes cohort-specific
state fixed effects. Standard errors are clustered by state. Everything else follows Equation 3,
and we aggregate effects to the event year level following Equation 4.

Figure 6 plots .. The results show that states experience weaker business dynamism
than control states after the enactment of TRAP laws. Specifically, panel (a) reveals a
decline in the number firms per capita in the year when a state enacts TRAP laws, relative
to control states. This gap continues to grow over the following three years. Summing across
the three years after enactment, states that enact TRAP laws see a total reduction of 45
firms per capita compared to control states. This result is consistent with Zandberg (2021),
which shows a decrease in female entrepreneurship after the enactment of TRAP laws. The
net job creation rate in panel (b) shows a consistent pattern. The net job creation rate
in TRAP states decreases relative to control states starting in the year of enactment and
continues to decrease over the next three years. On average, states experience a relative
decrease of 0.44% in net job creation rate in the three years after they enact TRAP laws.

These findings indicate that firms are less likely to be founded or more likely to close
down in states with TRAP laws, which decreases local employment and potentially affects
the tax base and fiscal capacity of local governments. These results also correspond well to
the findings in Section 4.1 that abortion bans decrease firm value.

Taken together, our results suggest that restrictive reproductive healthcare policies—
whether complete bans on abortion or excessive requirements imposed on abortion providers—
reduce net in-migration and negatively impact local businesses, potentially shrinking state

tax bases and contributing to higher public financing costs.

5. CONCLUSIONS

Rights to reproductive healthcare have become an increasingly contentious issue in the
U.S. Debates about this issue often center around legality and morality, but focus much
less on economic implications. To fill this gap, we examine the public financing costs of
restricting access to a major component of reproductive healthcare—abortion—on state and

local governments, and quantify the real economic impacts implied by the change in costs.
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We find that municipal bond yields increase in states that restrict or ban abortion relative
to states that protect access to abortion. Moreover, we uncover deteriorated firm value,
weakened business dynamism, and declined net in-migration as potential channels underlying
the effects.

Given the important role of public financing in supporting government operations and
public projects, reproductive healthcare policies could have long-lasting impacts on public
services, infrastructure, and economic growth, and may reshape the lines of economic com-
petition between states with different policies. Lawmakers should consider the economic

ramifications of these policies in addition to their legal and moral implications.
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Figure 1: Effect of Overturning Roe v. Wade on Municipal Bond Yields

Note: This figure plots effects (and 90% confidence intervals) for secondary market municipal bond yields in
states with trigger laws relative to states with laws protecting abortion around the decision to overturn Roe
v. Wade. The outcome is the size-weighted average yield at the bond-month level; units are bps. The dashed
vertical line (and event time 0) denotes May 2022, the month when Justice Samuel Alito’s draft majority
opinion in favor of overturning Roe v. Wade was leaked. The solid vertical line denotes July 2022, the month
immediately after Roe v. Wade was overturned on June 24, 2022. Panels (a) and (b) plot the interactions
between month dummies and the trigger law state indicator from Equation 1, estimated using all bonds
and general obligation (GO) bonds issued by state, county, and city governments, respectively. The omitted
month is -3 (February 2022). All regressions control for CUSIP fixed effects, year-month fixed effects, bond
rating at the time of transaction, and log time-to-maturity. Standard errors are double clustered by state
and year-month. Coefficients are reported in Appendix Table A2.

35



20

Draft leaked ! Overturn

15
I

10
I

5
|

Yield: Trigger - Control

0

—e——

Th 5 4 5 246155 5557
Months from 2022 May

‘ ——e—— High distance change  ----e---- Low distance change ‘

(a) By change in distance to closest abortion clinic

20

; o :
Draft leaked ! Overturn N Draft leaked | Overturn

0

T W |

7 5 5 4 3 2 4 0 1 2 3 4 5 6 7 7 % 5 4 3 2 41 0 1 2 3 4 5 6 7

Yield: Trigger - Control
5 10 1
1 1 1
——
;—_¢_
—e
e
Yield: Trigger - Control
E 0 5 10 1
1 1 1
-

-5
I

5

z

=2

—5

<
e
i
e

_—

Months from 2022 May Months from 2022 May
‘—0— High religiosity = ----e---- Low religiosity‘ ‘—0— Morally acceptable ~ ----e---- Morally not acceptable ‘
(b) By local religiosity (c) By attitude towards abortion

Figure 2: Effect of Overturning Roe v. Wade on Municipal Bond Yields
by Treatment Intensity

Note: This figure plots effects (and 90% confidence intervals) of overturning Roe v. Wade on secondary
market municipal bond yields by treatment intensity. The outcome is the size-weighted average yield at
the bond-month level; units are bps. The sample consists of general obligation bonds issued directly by
county and city governments. We exclude bonds issued by state governments in order to assign county-
level characteristics. The dashed vertical line (and event time 0) denotes May 2022, the month when Justice
Samuel Alito’s draft majority opinion in favor of overturning Roe v. Wade was leaked. The solid vertical line
denotes July 2022, the month immediately after Roe v. Wade was overturned on June 24, 2022. We multiply
the interactions between month dummies and the trigger law state indicator from Equation 1 with county-
level indicators for: above- vs. below-median change in distance to the nearest abortion clinic within each
state after the Dobbs decision (panel a); above- vs. below-median share of religious residents in ARDA (2000)
(panel b); and above- vs. below-median share of respondents who view abortions as morally acceptable in the
Gallup Poll Social Series (GPSS) survey between 2013 and 2021 (panel ¢). The triple interactions are plotted
in the corresponding panel. The omitted month is -3 (February 2022). All regressions control for CUSIP
fixed effects, year-month fixed effects, bond rating at the time of transaction, and log time-to-maturity.
Standard errors are double clustered by state and year-month.
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Figure 3: Dynamic DID Effect of TRAP Laws on Municipal Bond Yields

Note: This figure plots dynamic treatment effects (and 90% confidence intervals) of TRAP laws on secondary
market municipal bond yields in states that ever enacted TRAP laws relative to states that never. The
outcome is the size-weighted average yield at the bond-month level; units are bps. The sample consists of
general obligation bonds issued directly by state, county, and city governments. The vertical line (and event
time 0) denotes the year when a state first enacted TRAP laws; only states that first enacted TRAP laws
between 2000 and 2016 are considered. The omitted period is -1, i.e., the year before enactment. Standard
errors are double clustered by state and year-month. Coefficients are reported in Table 9.
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Figure 4: Dynamic DID Effect of TRAP Laws on Cross-State Migration

Note: This figure plots dynamic treatment effects (and 90% confidence intervals) of TRAP laws on cross-
state migration in states that ever enacted TRAP laws relative to states that never. Panels (a) through (c)
plot effects on net flow to a state, total inflow to a state, and total outflow from a state, respectively; all
flow measures are divided by state population and multiplied by 1,000. The vertical line (and event time 0)
denotes the year when a state first enacted TRAP laws; only states that first enacted TRAP laws between
2003 and 2016 are considered. The omitted period is -1, i.e., the year before enactment. Standard errors are
clustered by state. Coefficients are reported in Table 9.
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Figure 5: Dynamic DID Effect of TRAP Laws on Cross-State Job Flows among Fertile
Women

Note: This figure plots dynamic treatment effects (and 90% confidence interval) for TRAP laws on cross-
state job flows among women ages 19-44 in states that ever enacted such laws relative to states that never.
Panels A through C plot effects on net job flow to a state, total job inflow to a state, and total job outflow
from a state, respectively; all flow measures are for women ages 19-44 and are divided by the number of
women of the same age group and multiplied by 1,000. The vertical line (and event time 0) denotes the year
when a state first enacted any TRAP law; only states enacted first TRAP laws between 2000 and 2017 are
considered. The omitted period is -1, i.e., the year before enactment. Standard errors are clustered by state.
Standard errors are clustered by state. Coefficients are reported in Table 9.
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Figure 6: Dynamic DID Effect of TRAP Laws on State Business Dynamics

Note: This figure plots dynamic treatment effects (and 90% confidence intervals) of TRAP laws on business
dynamics in states that ever enacted TRAP laws relative to states that never. Panel (a) plots the effect on
firms per 100,000 state residents, i.e., the number of firms divided by state population and multiplied by
100,000. Panel (b) plots the effect on net job creation rate, i.e., total jobs created minus total jobs destructed
and divided by the average of employment for years t and t+1 (Davis-Haltiwanger-Schuh denominator). The
vertical line (and event time 0) denotes the year when a state first enacted TRAP laws; only states that first
enacted TRAP laws between 2003 and 2016 are considered. The omitted period is -1, i.e., the year before
enactment. Standard errors are clustered by state. Coefficients are reported in Table 9.
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Table 1: Summary Statistics
Panel A: Full Sample

Variable Mean Std P25  Median P75
Yield (bp) 317.20 113.65 248.28 330.17 401.11
Spread (bp) 149.90 88.21  79.45 153.25 210.54
Rating 18.30 1.94 17 19 20
Bond size (log) 15.40 1.58  14.27 1538  16.58
Maturity (year) 8.38 5.95 3.75 6.92 11.58
Callable 0.71 0.45 0 1 1
Insured 0.19 0.39 0 0 0
General Obligation 0.46 0.50 0 0 1
Negotiated 0.45 0.50 0 0 1
N obs 323,838

Panel B: Pre-shock period: Trigger-law vs. control states

Trigger-law states Control states Difference

Yield (bp) 258.53 262.90 -4.37
Spread (bp) 149.67 155.60 -5.93
Rating 18.34 18.27 0.07
Bond Size (log) 14.93 15.64 -0. 71
Maturity (year) 8.65 8.19 0.46*
Callable 0.71 0.69 0.012
Insured 0.25 0.13 0.12*
General Obligation 0.44 0.46 -0.02
Negotiated 0.38 0.47 -0.09
N obs 44,136 108,733

Note: This table reports summary statistics for bond characteristics in the secondary market. Yield is the
size-weighted average yield at the bond-month level; units are bps. Spread is the size-weighted average
difference between the bond yield and the maturity-matched after-tax Treasury yield for a bond in a month;
units are bps. Rating is the numeric value of a bond’s credit rating in a month: the highest rated bonds
(AAA) are assigned a value of 21, the second highest (AA+) 20, and so forth to the lowest rated bonds, (C),
which are assigned a value of 1. Bond size is the natural log of a bond’s offering amount. Maturity is the
remaining time-to-maturity at the time of a trade. Callable is an indicator for a bond being callable. Insured
is an indicator for a bond being insured. General Obligation is an indicator for a general obligation bond
backed by the taxing authority of the issuer. Negotiated is an indicator for a bond being offered through
negotiation (as opposed to competitive offering). In panel A, we report summary statistics for all bonds
issued directly by state, county, and city governments, and months from October 2021 through December
2022. In panel B, we compare characteristics between bonds in states with trigger laws and those in states
with laws protecting abortion, and months from October 2021 through April 2022, i.e., before the Supreme
Court draft opinion was leaked and Roe v. Wade was overturned.
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Table 2: Effect of Overturning Roe v. Wade on Municipal Bond Yields
Trigger vs. Protect States

Dependent variable: Yield (bp)
(1) (2) (3) (4)

Trigger x Post 10.61%*  6.97* 7.86%*F  9.25%*
(4.04)  (323)  (2.97)  (3.29)

Effect as % mean 3.59 2.36 2.66 3.13
Outcome mean 295.29  295.29  295.29  295.29
Observations 128,803 128,803 128,803 128,803
R? 0.79 0.96 0.96 0.96
Year-month FE

State FE

CUSIP FE

Rep. governor x Year-month FE
Economic controls
Bond characteristics

<222 <
K ZZ<2Z2
KZK<2Z2Z
KKKk Z2Z

Note: This table reports effects on secondary market municipal bond yields in states with trigger laws
relative to states with laws protecting abortion around the decision to overturn Roe v. Wade. The outcome
is the size-weighted average yield at the bond-month level; units are bps. Results using bond spread as
the outcome are reported in Appendix Table A3. The sample consists of general obligation bonds issued
directly by state, county, and city governments and transactions from October 2021 through December 2022
(excluding May and June 2022). Post is an indicator for months after Roe v. Wade was overturned. Trigger
is an indicator for states that had trigger laws in place before Roe was overturned; the omitted category
consists of states with laws protecting abortion. Column (1) controls for state fixed effects and year-month
fixed effects; column (2) replaces state fixed effects with CUSIP fixed effects; column (3) replaces year-month
fixed effects with Republican governor x year-month fixed effects; and column (4) additionally controls for
state monthly unemployment rate and state quarterly GDP. All regressions control for bond characteristics,
including bond rating at the time of transaction, log maturity, log size, coupon rate, and indicators for a bond
being general obligation, callable, insured, reoffered, and negotiated. Standard errors are double clustered
by state and year-month.

** 1%, ** 5%, * 10% significance level
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Table 3: Effect of Overturning Roe v. Wade on Municipal Bond
Trigger and Protect States vs. Other States

Dependent variable: Yield (bp)
(1) (2) (3) (4)

Trigger x Post 9.21%FF  6.38%*  6.73**  6.46**
(2.55)  (2.23)  (249)  (2.65)
Protect x Post -1.37 -0.65 -0.84 -2.46

(341)  (227)  (1.99)  (1.74)

Trigger effect as % mean 3.15 2.18 2.3 2.21
Protect effect as % mean -.47 -.23 -.29 -.85
Observations 152,831 152,831 152,831 152,831
R? 0.79 0.96 0.96 0.96
Outcome mean 292.22 292.22 292.22 292.22
Year-month FE Y Y N N
State FE Y N N N
CUSIP FE N Y Y Y
Rep. governor x Year-month FE N N Y Y
Economic controls N N N Y
Bond characteristics Y Y Y Y

Note: This table repeats Table 2 while contrasting states with trigger laws or laws protecting abortion with
states that do not have major preexisting laws regarding abortion. Trigger is one for states with preexisting
trigger abortion bans, and zero otherwise; Protect is one for states with preexisting state laws protecting
abortion, and zero otherwise. The omitted category consists of states that do not have preexisting laws on
abortion, including trigger abortion bans, pre-Roe abortion bans, early gestational age abortion bans, and
laws protecting abortion. Everything else follows Table 2. Standard errors are double clustered by state and
year-month.

*¥** 1%, ** 5%, * 10% significance level
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Table 4: Effect of Overturning Roe v. Wade on Municipal Bond Yields
by Treatment Intensity

Dependent variable: Yield (bp)

By degree of shock By local attitude By female presence
Change in Non- Morally Female  Female
distance religiosity —acceptable LFP industry
(1) (2) (3) (4) (5)
Trigger x Post x High 7.45%* 9.30%** 8.63%** 6.52%* 6.55%*
(3.36) (2.02) (2.07) (3.03) (2.85)
Trigger x Post x Low 3.55% -1.50 -3.59 3.46 0.15
(1.97) (2.85) (4.31) (4.04) (5.07)
Observations 98,050 98,050 93,106 98,050 98,050
R-squared 0.96 0.96 0.96 0.96 0.96
Outcome mean 292.77 292.77 293.2 292.77 292.77
F-test p value 0.18 0 0 0.61 0.34
Year-month FE Y Y Y Y Y
CUSIP FE Y Y Y Y Y
Bond characteristics Y Y Y Y Y

Note: This table reports effects on secondary-market municipal bond yields by treatment intensity of the
overturn of Roe v. Wade. The outcome is the size-weighted average yield at the bond-month level; units
are in bp. Sample consists of general obligation bonds issued directly by county and city governments
and transactions from October 2021 through December 2022 (excluding May and June 2022). We exclude
bonds issued by state governments in order to assign county-level characteristics. Column (1) reports the
effects for treated counties with an above- vs. below-median change in distance to the nearest abortion
clinic after the overturn within each state. Columns (2)-(3) report the effects for treated counties with an
above- vs. below-median share of religious population in 2010 and share of respondents that view abortions
as morally acceptable in the GPSS survey between 2013 and 2021, respectively. Columns (4)-(5) report
the effects for treated counties with an above- vs. below-median female labor force participation rate and
employment share in female-dominated industries in 2021, respectively. Female-dominated industries are
defined as NAICS 3-digit industries with a share of female employees above 50% according to EEO-1 data
(EEOC, 2021). Everything else follows Table 2 column (2). Standard errors are double clustered by state
and year-month.

1%, ** 5%, * 10% significance level
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Table 5: Effect of Overturning Roe v. Wade on Municipal Bond Yields
by State Tax

Dependent variable: Yield (bp)
(1) (2)

Trigger x Post x Some income tax 2.44

(3.94)
Trigger x Post x Zero income tax  7.95%*
(3.09)
Trigger x Post x H tax privilege 0.45
(3.27)
Trigger x Post x L tax privilege 9.75%H*
(2.17)
Observations 128,803 128,795
R? 0.96 0.96
Outcome mean 295.29 295.29
F-test p value 16 0
Year-month FE Y Y
CUSIP FE Y Y
Bond characteristics Y Y

Note: This table reports heterogeneous effects on secondary-market municipal bond yields by state tax.
The outcome is the size-weighted average yield at the bond-month level; units are in bp. Sample consists
of general obligation bonds issued directly by state, county, and city governments and transactions from
October 2021 through December 2022 (excluding May and June 2022). Column (1) reports the effects for
treated states with zero state income tax (Zero income taxr) and those with some tax (Some income taz).
Column (2) reports the effects for treated states with bottom quintile tax privilege (L taz privilege) and
those with more (H tazx privilege) according to (Babina et al., 2021). Everything else follows Table 2 column
(2). Standard errors are double clustered by state and year-month.

¥+ 1%, ** 5%, * 10% significance level
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Table 6: Effect of Overturning Roe v. Wade on Municipal Bond Yields
by Maturity and Credit Rating

Dependent variable: Yield (bp)

Short-term Long-term  <AA- >AA-

(1) (2) 3) (4)

Trigger x Post 1.93 17.14*%*  18.83%F* 478
(1.95) (6.39) (4.38) (2.75)
Observations 93,029 35,774 25,331 88,599
R? 0.96 0.91 0.94 0.96
Outcome mean 266.46 370.26 311.87  278.34
Year-month FE Y Y Y Y
CUSIP FE Y Y Y Y
Bond characteristics Y Y Y Y

Note: This table reports heterogeneous effects on secondary-market municipal bond yields by maturity and
credit rating. The outcome is the size-weighted average yield at the bond-month level; units are in bp. Sample
consists of general obligation bonds issued directly by state, county, and city governments and transactions
from October 2021 through December 2022 (excluding May and June 2022). Columns (1)-(2) examine the
effects for short-term bonds (time-to-maturity<10 years) and long-term bonds (time-to-maturity>10 years),
respectively; columns (3)-(4) examine the effects for low rated bonds (lowest pre-shock rating<AA-) and
high rated bonds (lowest pre-shock rating>AA-), respectively. Everything else follows Table 2 column (2).
Standard errors are double clustered by state and year-month.

1%, ** 5%, * 10% significance level

46



Table 7: Effect of Overturning Roe v. Wade on Municipal Bond Primary Offering Yields

Dep. var.: Offering yield (bp)
(1) (2) 3) (4)

Trigger x Post 23.307*FF  20.136*%*  20.465***  24.199**
(9.523)  (7.722)  (5.692)  (8.378)

Effect as % mean 9.22 7.97 8.101 9.58
Outcome mean 252.62 252.62 252.62 252.62
Observations 11,865 11,863 11,863 11,865
R? 0.93 0.96 0.96 0.94
Year-month FE Y Y N N
State FE Y N N Y
Issuer FE N Y Y N
Rep. governorx Year-month FE N N Y Y
State tax cut x Year-month FE N N N Y
Bond characteristics Y Y Y Y

Note: This table reports effects on primary-market offering yields in states with trigger laws relative to states
with laws protecting abortion. The outcome is the offering yield at the time of issuance; units are in bp.
Sample consists of general obligation bonds issued directly by state, county, and city governments between
October 2021 and December 2022 (excluding May and June 2022). Column (1) controls for state fixed effects
and year-month fixed effects; column (2) replaces state fixed effects with issuer (six-digit CUSIP) fixed effects;
column (3) replaces year-month fixed effects with Republican governor x year-month fixed effects; column
(4) replaces year-month fixed effects with an indicator for state tax cut in 2022 x year-month fixed effects.
Post and Trigger follow the definitions in Table 2. All regressions control for bond characteristics, including
bond rating at the time of transaction, log maturity, log size, coupon rate, and indicators for a bond being
general obligation, callable, insured, reoffered, and negotiated. Standard errors are double clustered by state
and year-month.

1%, ** 5%, * 10% significance level
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Table 8: Effect of Overturning Roe v. Wade on Firm Values
Cumulative Abnormal Returns (CARs)

By HQ location By HQ distance to clinic By single vs. multi-state firms
(0,42) (0,4+5) (0,+10) (0,+2) (0,+5) (0,+10) (0,+2) (0,+5) (0,+10)
HQ Trigger -9.27  -42.02 -102.15*
(32.32) (42.04) (52.72)
HQ Trigger x High change -38.56  -133.26** -170.33**
(35.11)  (59.66) (78.14)
HQ Trigger x Low change -3.77 0.55 -59.46
(44.35)  (53.52)  (65.21)
HQ Trigger x Single-state -125.44%*%  -192.09**  -239.52%*
(51.68) (75.23) (98.95)
HQ Trigger x Multi-state 21.40 6.61 -47.78
(39.49) (49.03) (59.79)
Intercept 14.10  -33.82*  -28.39 17.36 -35.18* -32.97 17.38 -34.91* -32.69
(12.95) (19.13) (26.74) (13.19)  (19.84) (26.00) (13.20) (19.86) (26.03)
Observations 2,383 2,383 2,383 2,205 2,205 2,205 2,205 2,205 2,205
R? 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
F-test p value - - - .5l .07 24 .01 .01 .08

Note: This table reports the effects on CARs following the overturn of Roe v. Wade. CARs are calculated using the Fama-French four-factor model
based on data in the -101 through -2 days from June 24, 2022; units are in bp. HQ Trigger is an indicator for firms headquartered in states that
have trigger laws in place before the overturn; the omitted category consists of firms in states with laws protecting abortion. Columns (4)-(6) explore
heterogeneous effects for firms whose headquarter county see an above- (High change) vs. below-median change (Low change) in distance within each
state to the nearest abortion clinic after the overturn. Columns (7)-(9) examine heterogeneous effects for firms operate in only one states (Single-state)
vs. in multiple states (Multiple-state). Robust standard errors are reported in parentheses.

** 1%, ** 5%, * 10% significance level



Table 9: Dynamic DID Effect of TRAP Laws on Municipal Bond, Cross-State Migration, and State Business Dynamics

Municipal bond Cross-state migration Cross-state job flow (fertile women) State business dynamics
(1) (2) (3) (4) (5) (6) (7) (8) (9)
Yield (bp) Net flow Inflow Outflow Net flow Inflow Outflow Firms per  Net job creation
(in—out) (in—out) 100k rate (%)
TRAP x -3Y 0.932 -0.402 -0.278 0.124 -0.696 -1.126 -0.431 1.287 -0.151
(1.022) (0.264) (0.395) (0.224) (1.310) (1.886) (0.891) (3.095) (0.257)
TRAP x -2Y -0.942 -0.295 -0.359 -0.064 0.378 -0.227 -0.606 2.502 -0.198
(0.754) (0.286) (0.252) (0.190) (0.661) (1.098) (0.617) (2.348) (0.222)
TRAP x 0Y 2.910 -1.291 -0.666 0.625 -1.397 -0.938 0.459 -8.814 -0.519
(0.807)**x* (0.256)***  (0.213)***  (0.123)*** (0.876) (0.609) (0.424) (1.938)**x* (0.197)**x*
TRAP x 1Y 5.815 -1.041 -1.073 -0.032 -2.261 -1.372 0.889 -14.128 -0.265
(1.0171)%** (0.309)**F*  (0.316)*** (0.135) (0.625)**F*  (0.589)** (0.620) (2.991)*** (0.158)*
TRAP x 2Y 6.890 -1.730 -1.380 0.350 -4.823 -3.218 1.605 -14.604 -0.519
(1.176)*** (0.788)**  (0.471)*** (0.402) (2.460)**  (1.498)** (1.225) (4.019)*** (0.287)*
TRAP x 3Y 2.715 -1.661 -1.325 0.336 -5.768 -4.260 1.508 -16.250 -0.544
(1.695) (1.072) (0.552)** (0.652) (2.982)* (2.409)* (1.039) (5.245)*** (0.487)
Avg. treat (1 to 3) 5.140 -1.477 -1.259 0.218 -4.284 -2.950 1.334 -14.994 -0.443
p value 0.000 0.033 0.004 0.522 0.031 0.032 0.152 0.000 0.145
R? 0.927 0.737 0.953 0.980 0.787 0.976 0.988 0.998 0.774
Outcome mean 316.562 0.443 24.875 24.433 0.628 54.706 54.078 2,079.461 0.991

Note: This table presents dynamic treatment effects of TRAP laws on states that ever enacted TRAP laws relative to states that never. Outcomes
are monthly secondary-market yield (in bp), annual net flow per 1,000 population to a state, inflow per 1,000 population to a state, outflow per 1,000
population from a state, net job flow per 1,000 fertile women to a state, job inflow per 1,000 fertile women to a state, job outflow per 1,000 fertile
women from a state, number of firms per 100,000 population, and net job creation rate, in columns (1)-(9) respectively. Net job creation rate is
calculated as the number of job creation less the number of job destruction, divided by the Davis-Haltiwanger-Schuh denominator (i.e., the average
of employment in years t-1 and t) and multiplied by 100. Event time 0 denotes the year when a state first enacted TRAP laws; only states enacted
TRAP laws between 2000 and 2016 are considered. The omitted period is -1, i.e., the year before enactment. Standard errors are double clustered
by state and year-month. Standard errors are clustered by state and year-month in column (1) and by state in columns (2)-(6). See Equation 3 in

Section 4.2.1 for details about the specification. Coefficients are plotted in Figure 3, Figure 4, Figure 5, and Figure 6.

*** 1%, ** 5%, * 10% significance level
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APPENDIX 1. ADDITIONAL FIGURES AND TABLES
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Figure A1l: Change in Distance to the Closest Abortion Clinic

Note: This figure plots the cumulative change in the distance between county population centroids and
the nearest abortion clinics from October 2021 to December 2022 for counties in states with trigger laws
(Trigger county) vs. states with laws protecting abortion (Control county). The distance data are from
Myers Abortion Facility Database (Myers, 2023).
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Figure A2: Changes in Present Value and Volatility of Cash Flows

Note: This figure plots the results from a structural estimation examining the changes in the present value
and volatility of future cash flows implied by the estimated yield increase from column (2) of Table 2. Each
line represents a scenario using a different leverage ratio (K/V).
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Figure A3: Dynamic DID Effect of TRAP Laws on Cross-State Migration
Flow between Treatment and Control states

Note: This figure repeats Figure 4 panel (a) while restricting the flow to be between TRAP states and
control states or between control states themselves. Everything else follows Figure 4 panel (a).



Early gest. ban

Pre-Roe ban

Pre-Dobbs State Laws on Abortion
Trigger ban

Table A1
Protective

State
AK
AL
AR
AZ
CA
CcO
cT
DC
DE
FL
GA
HI
1A
1D
1L
IN
KS
KY
LA
MA
MD
ME
MI
MN
MO
MS
MT
NC
ND
NE
NH
NJ
NM
NV
NY
OH
OK
OR
PA
RI
SC
SD
TN
TX
uT
VA
VT
WA

>

WI

WV
WY

Note: This table lists pre-Dobbs state laws regarding abortion used in this paper. See Section 2 for details.



Table A2: Effect of Overturning Roe v. Wade on Municipal Bond Yields
DID Event Study

All bonds GO bonds

Trigger x -TM 1.06 1.22
(1.02) (0.79)
Trigger x -6M -0.02 -0.26
(0.95) (0.60)
Trigger x -5M -0.55 -1.42
(1.38) (0.88)
Trigger x -4M -0.30 -0.17
(1.01) (1.22)
Trigger x -2M -0.81 -0.95
(0.56) (0.65)
Trigger x -1M 0.92 1.70
(1.59) (1.14)
Trigger x OM 2.37 2.96
(2.02) (2.15)
Trigger x 1M 0.96 1.76
(1.68) (1.49)
Trigger x 2M 2.09 3.71**
(1.31) (1.54)
Trigger x 3M 2.25 3.40*
(1.43) (1.91)
Trigger x 4M 4.23% 5.80%*
(2.10) (2.59)
Trigger x 5M 7.95%* 9.71%*
(3.47) (4.19)
Trigger X 6M T.73** 9.56*
(3.15) (4.62)
Trigger x TM 6.967%** 9.42%*
(2.33) (3.58)
Outcome mean 317.19 300.26
Observations 323,838 148,458
R? 0.96 0.95
Year-month FE Y Y
CUSIP FE Y Y
Bond characteristics Y Y

Note: This table reports coeflicients plotted in Figure 1. See note to Figure 1 for details. Standard errors
are double clustered by state and year-month.
1%, ** 5%, * 10% significance level



Table A3: Effect of Overturning Roe v. Wade on Municipal Bond Spreads

Dependent variable: Spread (bp)
(1) (2) (3) (4)

Trigger x Post 12.49%*  6.66* 787K 9.32%F
(4.56) (3.17) (2.74) (3.09)

Effect as % mean 9.5 5.06 5.99 7.09
Outcome mean 131.37  131.37 131.37  131.37
Observations 128,803 128,803 128,803 128,803
R? 0.61 0.92 0.92 0.92
Year-month FE Y Y N N
State FE Y N N N
CUSIP FE N Y Y Y
Rep. governorx Year-month FE N N Y Y
Economic controls N N N Y
Bond characteristics Y Y Y Y

Note: This table repeats Table 2 using municipal bond spread as the outcome. Spread is the bond-month-
level size-weighted average difference between bond yield and maturity-matched after-tax Treasury yield;
units are bps. Everything else follows Table 2. Standard errors are double clustered by state and year-
month.

1%, ** 5%, * 10% significance level



Table A4: Effect of Overturning Roe v. Wade on Municipal Bond Yields
Controlling for State Tax Cut in 2022

Dependent variable: Yield (bp)
(1) (2) (3) (4)

Trigger x Post 11.94%*%* 7. 85%% g 71*¥¥*  1(.99***
(3.57)  (298) (2.71)  (3.40)

Effect as % mean 4.04 2.65 3.28 3.72
Outcome mean 295.29 295.29  295.29 295.29
Observations 128,803 128,803 128,803 128,803
R? 0.79 0.96 0.96 0.96
Year-month FE

State FE

CUSIP FE

Rep. governor x Year-month FE
Economic controls

Bond characteristics

State tax cut x Year-month FE

K222 <~
MKKZZ<2Z2
KK ZK<ZZ
KK KKK ZZ

Note: This table repeats Table 2 while additionally controlling for an indicator for state tax cut in 2022 x
year-month dummies. Everything else follows Table 2. Standard errors are double clustered by state and
year-month.

*** 1%, ** 5%, * 10% significance level



Table A5: Effect of Overturning Roe v. Wade on Secondary Municipal Bond Rating

Dependent variable: Rating
(1) 2) (3) (4)

Trigger x Post -0.121*%%*  -0.014  -0.011  -0.010
(0.036)  (0.010) (0.012) (0.010)

Outcome mean 18.34 18.34 18.34 18.34
Observations 122,954 122,954 122,954 122,954
R? 0.50 1.00 1.00 1.00
Year-month FE Y Y N N
State FE Y N N N
CUSIP FE N Y Y Y
Rep. governorx Year-month FE N N Y Y
Economic controls N N N Y
Bond characteristics Y Y Y Y

Note: This table repeats Table 2 using bond rating as the outcome. Rating is the numeric value of a bond’s
credit rating in a month: the highest rated bonds (AAA) are assigned a value of 21, the second highest
(AA+) 20, and so forth to the lowest rated bonds (C) which are assigned a value of 1. Everything else
follows Table 2 except that we exclude bond rating from the controls. Standard errors are double clustered
by state and year-month.

*** 1%, ** 5%, * 10% significance level



Table A6: Effect of Overturning Roe v. Wade on Municipal Bond Yields

Alternative Treatment State Definitions

Dependent variable: Yield (bp)

n @ G @

Panel A: Trigger or pre-Roe ban

Treat x Post 9.32%* 5.96* 6.04%*%  7.47**
(4.23) (3.21) (2.56) (2.57)

Effect as % mean 3.16 2.02 2.05 2.53

Outcome mean 294.1 294.1 294.1 294.1

Observations 138,713 138,713 138,713 138,713

R? 0.79 0.96 0.96 0.96

Panel B: Trigger, pre-Roe, or

early gestational age ban

Treat x Post 7.20 5.25 5.54**%  6.85**

(481)  (321) (249)  (2.53)

Effect as % mean 2.45 1.79 1.88 2.33
Outcome mean 293.22  293.22  293.22  293.22
Observations 147,229 147,229 147,229 147,229
R? 0.79 0.96 0.96 0.96
Year-month FE Y Y N N
State FE Y N N N
CUSIP FE N Y Y Y
Rep. governorx Year-month FE N N Y Y
Economic controls N N N Y
Bond characteristics Y Y Y Y

Note: This table repeats Table 2 while redefining treatment states as those with trigger or pre-Roe abortion
bans (panel A), or states with trigger, pre-Roe, or early gestational age abortion bans (panel B). The omitted
category consists of states with state laws protecting abortion. Everything else follows Table 2. Standard
errors are double clustered by state and year-month.

1%, ** 5%, * 10% significance level
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Table AT:

Effect of Overturning Roe v. Wade on Municipal Bond Yields
Placeo Tests

Dependent variable: Yield (bp)

Placebo 2019 Placebo 2021
Hn @ G 4 ) (©
Trigger x Post -0.51 -1.90 -2.09 3.67 -1.06 -0.28
(1.93) (1.08) (1.33) (2.71) (1.53) (1.73)
Effect as % mean -.19 =72 -.79 1.92 -.56 -.15
Outcome mean 267.51 267.51 267.51 190.58 190.58 190.58
Observations 155,532 155,532 155,532 124,165 124,165 124,165
R? 0.97 0.97 0.97 0.99 0.99 0.99
Year-month FE Y N N Y N N
CUSIP FE Y Y Y Y Y Y
Rep. governor x Year-month FE N Y Y N Y Y
Economic controls N N Y N N Y
Bond characteristics Y Y Y Y Y Y

Note: This table conducts placebo tests for Table 2 by replacing 2022 with placebo treatment year 2019
(columns 1-3) or 2020 (columns 4-6). We do not use 2020 because it coincides with the peak of the COVID-19
pandemic. Everything else follows Table 2. Standard errors are double clustered by state and year-month.
1%, ** 5%, * 10% significance level
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Table A8: Effect of Overturning Roe v. Wade on Municipal Bond Issuance

Log amount Issue indicator
(1) (2) (3) (4) (5) (6)
Trigger x Post -0.445  -0.289  -0.285 -0.053 -0.105 -0.136
(0.253) (0.315) (0.346) (0.042) (0.078) (0.087)
Effect as % mean -2.36 -1.53 -1.51 -0.535 -10.60 -13.74
Outcome mean 18.88 18.88 18.88 0.99 0.99 0.99
Observations 290 290 290 293 293 293
R? 0.52 0.48 0.47 0.07 0.01 -0.06
Year-month FE Y Y Y Y Y Y
State FE Y Y Y Y Y Y
Rep. governor x Year-month FE N Y Y N Y Y
State tax cut x Year-month FE N N Y N N Y

Note: This table reports effects on primary-market issuance in states with trigger laws relative to states with
laws protecting abortion. The outcome is the natural logarithm of total issuance amount in a state in a month
(columns 1-3) and an indicator for issuance in a state in a month (columns 4-6). Sample consists of bonds
issued within a state between October 2021 and December 2022 (excluding May and June 2022). Columns
(1) and (4) controls for state fixed effects and year-month fixed effects; columns (2) and (5) replaces year-
month fixed effects with Republican governor x year-month fixed effects; columns (3) and (6) additionally
include state tax cut in 2022 x year-month fixed effects. Post and Trigger follow the definitions in Table 2.
Standard errors are double clustered by state and year-month.

1%, ** 5%, * 10% significance level
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Table A9: Dynamic DID Effect of TRAP Laws on Municipal Bond, Cross-State Migration, and State Business Dynamics
Controlling for State Income Tax

Municipal bond

Cross-state migration

Cross-state job flow (fertile women) State business dynamics

(1) (2) (3) (4) (5) (6) (7) (8) 9)
Yield (bp) Net flow Inflow Outflow Net flow Inflow Outflow Firms per Net job creation
(in—out) (in—out) 100k rate (%)
TRAPx-3Y 1.007 -0.392 -0.267 0.124 -0.771 -1.098 -0.327 1.320 -0.151
(1.093) (0.275) (0.394) (0.215) (1.347)  (1.887)  (0.861) (3.290) (0.259)
TRAP x-2Y -1.098 -0.284 -0.353 -0.069 0.392 -0.221 -0.612 2.476 -0.197
(0.892) (0.286) (0.252) (0.189) (0.662) (1.099) (0.613) (2.374) (0.222)
TRAPx0Y 2.884 -1.303 -0.685 0.618 -1.292 -0.955 0.337 -8.986 -0.525
(0.538)*** (0.250)*F*  (0.213)***  (0.123)*** (0.850) (0.615) (0.405) (2.024)*** (0.197)*#*
TRAPXx1Y 5.663 -1.068 -1.099 -0.031 -2.149 -1.392 0.757 -14.333 -0.273
(0.885) %+ (0.302)**%  (0.316)***  (0.142) (0.610)**  (0.596)**  (0.597) (3.071)%%x (0.157)*
TRAPx2Y 6.832 -1.714 -1.378 0.336 -4.615 -3.228 1.387 -14.748 -0.527
(1.783)%** (0.780)**  (0.476)*** (0.393) (2.434)*  (1.521)** (1.176) (4.051)%** (0.290)*
TRAPx3Y 2.592 -1.591 -1.296 0.295 -5.562 -4.249 1.314 -16.339 -0.545
(2.111) (1.073)  (0.566)**  (0.647) (2.956)*  (2.423)%  (0.991) (5.258) %% (0.487)
Avg. treat (1 to 3) 5.029 -1.458 -1.258 0.200 -4.109 -2.956 1.153 -15.140 -0.448
p value 0.001 0.034 0.004 0.552 0.036 0.034 0.194 0 0.140
R? 0.911 0.743 0.954 0.980 0.788 0.976 0.988 0.998 0.775
Outcome mean 316.562 0.443 24.875 24.433 0.628 54.706 54.078 2,079.461 0.991

Note: This table presents robustness checks for Table 9 by controlling for top state wage tax rate from NBER TaxSim. Everything else follows Table 9.
¥+ 1%, ** 5%, * 10% significance level


https://taxsim.nber.org/state-rates/maxrate.html
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