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Berger et al. (2005)

(soft information)

Kosmidou et al.(2003) 1998

2002

What affects performance of banks is an open question. This paper investigates this problem by

reexamining Market-Power and Efficient-Structure Hypotheses proposed by Berger (1995). Different from

the single country or area as samples in other studies, our big bank sample is those assets higher than 10

billions USD, while Small one is less than 100 millions USD. We find that ESS hypothesis is supported in

Big Banks, while SCP hypothesis and ESX hypothesis are supported in Small Banks. That is, Big banks

will get more profit through increasing scale economics efficiency, while Small banks get more profit by

increasing concentration or cost efficiency. We also find that RMP hypothesis, ESX hypothesis and ESS

hypothesis are supported in Big Banks with asset higher than 100 billions USD. In addition, Big banks will

get more profit than Small ones with increasing scale economics while get less profit than Small ones with

increasing cost economics.

Key Words: Banks, SCP, RMP, ESX, ESS

JEL Classification: D43, G21, G38, L11, L25

Abstract

1.

O E C D ( 2 0 0 1 )

Financial Market Trends

Board of Governors of the

Federal Reserve (1998,1999) 1998

1999

ATM

(surcharges and foreign ATM fees)( Faulkner

and Gray 1999, Stavins 2000) Akhigbe and

McNulty (2005) 1995 2001
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Brouthers et al.

(1998) 1994

3

10%

(2006)

Corvoisier and Gropp

(2002) 10

(NIM)

Mitchell and Onvural (1996)

1986 1990

Bos and Kolari

(2005)

Schuster

(1984)

Berger (1995)

Berger (1995) 1

Goldbert and Rai (1996) Goddard et

al.(2001)

Berger (1995) Goldberg and Rai

(1996) 1988 1991 11

(X-efficiency)

Goddard et al. (2001)

1989 1998 15

Berger (1995)

- -

(Structure-Conduct-Performance

SCP)

Review of Financial Risk Management

1 Fu and Heffernan (2005) 1985 1992

1993 2002
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Edwards (1964)

2

D e

Graeve et al. (2006)

SCP

Fraser et al. (1974)

Heggestad (1977)

SCP Short

(1979)

Molyneux and Teppett (1993)

SCP

Weiss (1974) Gilbert (1984)

3

Berger(1995)

(Relative

Market Power RMP) SCP

RMP

Shepherd (1982,1986)

Gale (1972)

Rhoades (1985)

1970

(inherent product differentiation)

Berger (1995)

2 Tschoegl (1982) OECD(1979)

3 Weiss (1974) 1951 40 SCP Gilbert (1984) 56

SCP 27
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Csaba Móré and Márton Nagy (2003)

1998-2001 8 91

RMP SCP

Berger (1995)

(Efficiency-Structure ES)

X-efficiency (Demsetz 1973; Peltzman

1977; Berger 1995)

Scale-efficiency

(Lambson 1987)

Berger and Humphrey (1997)

DemirgüÇ-Kunt et al. (2004)

NIM

Overhead costs

NIM Overhead costs

72

NIM

NIM

Overhead Costs

Gilbert (1984)

45 SCP

17 SCP

Berger and Hannan (1998)

Smirlock (1985) 1973 1978

2700

Goddard et al.

(2001) 1989-1998 15

SCP ESX ESS

Berger (1995)

1980 SCP R-

square 10%

R-square 3%

SCP ES

SCP Schumpeter (1942)
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4 Melnik et

al. (2005) Berger and Hannan (1989)

SCP

Molyneux (1995)

SCP

Rhoades

(1983) 1956 1980

100

5

OECD 1979

The Banker

1990

Bikker and Haaf (2002) PR

ES Melnik et al. (2005)

Smirlock (1985) ES

Molyneux

et al. (1996) 1980

(EC 1997, Berger and Humphrey 1997)

Berger and Humphrey (1997) 133

(Xeff)

Xeff

Berger

(1995) 1998 2004

100

1

Berger (1995) SCP

RMP ESX ESS

4 Nelson and Winter (1982, p.278) argue that a market structure involving large firms with a considerable degree of market

power is the price that a society must pay for rapid technological advancement .
5 2004

Barclays plc(1 394 ) ( 3 ) 30.47%
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2.

Fitch-ibca

Bankscope 1998

2004 (commercial banks)

(saving banks) (cooperative

banks)

Koch and MacDonald (2000), Berger and

Humphrey (1994) 100

1

1998 2004

100 596

47 6

1998 2004 1

172 56 7

16

Argentina, Austria, Brazil,

Chile, China-People's Rep., Denmark, Egypt,

France, Germany, Hong Kong, Luxembourg,

South Africa, Spain, Switzerland, United

Kingdom, USA

1000

1

Panel Data Random Effect

Model

6 Angola, Argentina, Australia, Austria, Bahrain, Belgium, Brazil, Canada, Chile, China-People's

Rep., Cyprus, Czech Republic, Denmark, Egypt, Finland, France, Germany, Greece, Hong Kong, Hungary, India, Ireland,

Israel, Italy, Japan, Jordan, Korea Rep. Of, Kuwait, Luxembourg, Malaysia, Mexico, Netherlands, New Zealand, Norway,

Poland, Portugal, Saudi Arabia, Singapore, South Africa, Spain, Sweden, Switzerland, Taiwan, Thailand, United Arab

Emirates, United Kingdom, USA.
7 Anguilla, Argentina, Armenia, Austria, Azerbaijan, Bolivia, Bosnia-Herzegovina, Brazil, Bulgaria,

Burkina Faso, Burundi, Chile, China-People's Rep., Costa Rica, Croatia, Denmark, Egypt, El Salvador, Estonia, Ethiopia,

France, Georgia Rep. Of, Germany, Ghana, Guatemala, Guyana, Honduras, Hong Kong, Indonesia, Kenya, Latvia, Lithuania,

Luxembourg, Macedonia (Fyrom), Mauritania, Mauritius, Micronesia, Federal States Of, Moldova Rep. Of, Nepal,

Nicaragua, Niger, Nigeria, Panama, Paraguay, Qatar, Romania, Russian Federation, South Africa, Spain, Sri Lanka,

Swaziland, Switzerland, Tanzania, Uganda, United Kingdom, USA.
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k = 1, , K k

k th K = 768 768

i = 1, , N i i th N

= 87 87 t = 1, , T t

t th T=7 7

1998 2004

1

1 Mnemonics of Variables, Description, and Data Source

Note WDI is World Development Indicators.

Classification Variable name Description Source

ROA
The ratio of Earning After Provision and Tax to Total

Asset
BankScope

CR3
The ratio of the largest three banks total deposits to

Total deposits in the banking.
BankScope

MS
The ratio of Total asset of I bank to Total asset of its

banking
BankScope

Xeff Calculation reference Berger (1993)

Seff Calculation reference Berger (1993)

L/D = Net Loans/Deposits

Res-Security
Range from 1 to 4. The higher score is, the more

restriction is.
Barth et al., (2006)

Res-Insurance
Range from 1 to 4. The higher score is, the more

restriction is.
Barth et al., (2006)

Res-Estate
Range from 1 to 4. The higher score is, the more

restriction is.
Barth et al., (2006)

Size log of Total Asset

GDP growth rate Growth rate of GDP per capita WDI

ROA

CR3 MS

Eff CR3

MS

Eff

Berger (1993) Xeff

Seff

(Con t ro l ) (L /D)

(Size) (Res) GDP (GDP

growth rate) (Region)

log
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(Res-Security) (Res-

Insurance) (Res-Estate)

(Region) (

) ( )

(ROA) (CR3)

(MS) (Xeff)

(Seff) (L/D) (Size)

(StateOwn)

Fitch-ibca BankScope

3 Barth et al.,

(2006) (GDP) GDP

World Development Index (WDI)

(DBig)

(Dsmall)

CR3 MS Eff

1 2 3

4 0 1 2 3

4 0 1 1

SCP

2 2

RMP 3 3

ESX 4

4

ESS

CR3 MS Eff

1 = 1 2 = 2 3 = 3 4 = 4

1= 1 1

1 1> 1

3.

2

USA

USA

country-level

2

bank-level

bank-level

country-level

ROA Kuwait

(2.371) Thailand(-1.127)

MS Jordan (34.972)

Japan (0.395) Xeff Seff
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Xeff Seff Xeff

Seff Xeff

Japan (0.656) Mexico

(0.589) Seff Japan (0.037)

Brazil (0.002) L/D

Netherlands (83.809) Switzerland

( 2 . 2 5 7 ) S i z e B e l g i u m

(12.218) Angola (8.781)

ROA Azerbaijan

(3.972) El Salvador (-1.136)

MS Micronesia, Federal States Of

(100) France, Germany, United

Kingdom, USA(0.001) Xeff

Guatemala (0.697) Estonia

(0.639) Seff USA (0.011)

Brazil (0.002) L/D

Burundi (96.489) Austria (0.639)

8 Size Egypt (4.571)

Azerbaijan (2.353)

CR3 Micronesia( Federal States

Of) Anguilla (100) USA

(12 .674)

Nicaragua (34.972)

22 9(1)

15 10 (4)

Estonia, New Zealand, Qatar

(1) 16

11 (4)

12 12 (1) GDP

Azerbaijan (10.055) Argentina

(0.313)

8 Bankscope commercial banks, saving banks and cooperative banks

L/D L/D L/D 2002 France ABN

Amro Bank L/D 517.241 1998 Russian Federation AK Bars Bank L/D 287.12 L/D

1998 Germany A&A Actienbank AG, 2001 Argentina American Express Bank Ltd SA, 1998 Switzerland Ap

Anlage & Privatbank AG, 2004 Italy Banca Albertini Syz & C Spa, 2003 Brazil Banco Cargill SA, 2002 Austria

Bank Austria Creditanstalt Wohnbaubank AG, 1999 United Kingdom Bank One Europe Limited, 2001 Spain

Bbva Banco De Financiacion SA, 1998 Switzerland Daiwa Securities Bank (Switzerland), 1998 Kuwait Financial

Group Of Kuwait Ksc, 2002 Italy Intra Private Bank Spa, 2000 United Kingdom Leumi Bank & Trust Company

Limited, 2002 Switzerland Swissnetbank.Com AG, 2001 Italy Unibanca Spa, 2003 USA Dillard National

Bank, 2004 USA Fiserv Trust Company, 2003 USA HSBC Bank Nevada National Association, 2002 USA

Mizuho Trust & Banking Co
9 Austria, Bahrain, Croatia, Estonia, Germany, Hong Kong, Ireland, Italy, Kuwait, Luxembourg,

Netherlands, New Zealand, Panama, Portugal, Qatar, Anguilla, Saudi Arabia, Spain, Switzerland, United Arab Emirates,

Macedonia (Fyrom), United Kingdom.
10 Azerbaijan, Armenia, Burundi, Taiwan, Costa Rica, Ghana, Guyana, Honduras, Indonesia,

Mauritius, Moldova Rep. Of, Nicaragua, Panama, Swaziland, Macedonia (Fyrom).
11 Bahrain, Taiwan, Costa Rica, Cyprus, Czech Republic, El Salvador, Guyana, India, Indonesia,

Moldova Rep. Of, Nicaragua, Panama, Paraguay, Romania, Saudi Arabia, Swaziland.
12 Austria, Burundi, Estonia, Ireland, Latvia, Luxembourg, New Zealand, Qatar, Switzerland,

United Arab Emirates, Macedonia (Fyrom), United Kingdom.
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3

13

3 5

( 2005)

3 1 1

23 14

CR3 70% ( 3 )

20 ( 7 ) 15

100 ( 8 )

5

( 10 12 ) 10 ( 14 )

R O A

Azerbaijan ROA 3.972%

Finland

( 13 ) ( 15 )

(>50%) 16

(<50%) 17

50%

Mauritius, Armenia, Moldova Rep. Of 2

24 71

CR3 40% 70%

2 0

Switzerland 240 100

( )

100

18

30% 40%

13 3 1 100 2

3
14 Micronesia, Federal States Of, Anguilla, Niger, Guyana, Azerbaijan, Estonia, Ethiopia, Swaziland, Burundi, Georgia Rep. Of,

Mauritania, Angola, Mauritius, Jordan, Armenia, Macedonia (Fyrom), Uganda, Bahrain, Finland, Burkina Faso, Moldova

Rep. Of, Qatar, Lithuania.
15 Bankscope ROA 10%~-10% ROE 40%
16 Micronesia, Federal States Of, Anguilla, Burkina Faso.
17 Niger, Guyana, Ethiopia, Swaziland, Burundi, Georgia Rep. Of, Mauritania, Angola, Jordan, Macedonia (Fyrom), Uganda,

Bahrain, Finland, Qatar, Lithuania.
18 Sri Lanka, Indonesia, Nicaragua, Ghana, Egypt, Kuwait, New Zealand , Saudi Arabia, United Arab Emirates



Russian Federation Thailand

ROA 1

20% 40% 19

20% 40% 20

21

100

3

72 87

CR3 40%

100

20%

40% Korea Rep. Of, Argentina Japan

ROA ROA

2

United Kingdom, Germany, Japan,

USA

Argentina, Mexico, India

Korea Rep. Of, Taiwan, Malaysia

Korea Rep. Of

4 22

CR3 country-level

bank-level

bank-level

ROA

country level order

Demirguc-Kunt, Laeven,

and Levine (2004) country-level

bank-level

128 96 6

19 Sri Lanka, Hong Kong, Indonesia, Nicaragua, Ghana, Egypt, Kuwait, Saudi Arabia, United Arab Emirates.
20 Cyprus, Romania, Bulgaria, Netherlands, Norway, Switzerland, Tanzania, Costa Rica, Nepal, El Salvador, Australia, Israel,

Guatemala, Czech Republic, Bolivia, Greece, Nigeria, China-People's Rep., Bosnia-Herzegovina, Kenya, Croatia, Canada,

Ireland, Hungary, Honduras, Latvia, Brazil, Belgium, Paraguayia, Chile, Portugal, Spain, Denmark.
21 Singapore, Sweden, New Zealand, Thailand
22

0.9

Pearson
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3 Total Bank Numbers, Big Bank Numbers in A Country

Avg CR3 Avg MS Med MS Avg ROA
Bank

Num

TA = 10 billions

USD
MS = Avg MS MS = med MS

Num Ratio Num Ratio Num Ratio

1
Micronesia,

Federal States Of
100.000 100.000 100.000 1.461 1 0 0.000 1 100.000 1 100.000

2 Anguilla 100.000 47.231 38.203 1.938 2 0 0.000 1 50.000 1 50.000

3 Niger 97.496 30.792 23.411 1.342 5 0 0.000 1 20.000 2 40.000

4 Guyana 93.957 12.709 12.204 1.071 3 0 0.000 1 33.333 1 33.333

5 Azerbaijan 91.860 1.176 0.823 3.972 18 0 0.000 4 22.222 6 33.333

6 Estonia 91.725 14.183 5.093 0.067 11 0 0.000 3 27.273 4 36.364

7 Ethiopia 89.808 2.179 1.837 1.482 9 0 0.000 3 33.333 4 44.444

8 Swaziland 87.403 16.182 15.889 1.416 7 0 0.000 2 28.571 2 28.571

9 Burundi 86.372 22.157 21.199 2.682 8 0 0.000 3 37.500 3 37.500

10 Georgia Rep. Of 85.746 5.810 5.272 1.200 18 0 0.000 2 11.111 3 16.667

11 Mauritania 83.954 35.548 26.069 2.517 6 0 0.000 0 0.000 1 16.667

12 Angola 83.794 18.106 16.615 1.165 8 1 12.500 1 12.500 1 12.500

13 Mauritius 81.905 10.275 14.192 2.171 18 0 0.000 5 27.778 4 22.222

14 Jordan 80.874 9.254 2.140 1.017 13 2 15.385 2 15.385 4 30.769

15 Armenia 80.508 2.615 2.801 3.049 12 0 0.000 4 33.333 4 33.333

16
Macedonia

(Fyrom)
78.660 11.757 5.910 2.111 19 0 0.000 2 10.526 4 21.053

17 Uganda 77.906 2.465 1.671 3.298 17 0 0.000 5 29.412 7 41.176

18 Bahrain 77.873 15.598 11.811 1.162 18 3 16.667 3 16.667 3 16.667

19 Finland 77.839 11.722 3.323 0.669 18 3 16.667 2 11.111 6 33.333

20 Burkina Faso 77.785 8.617 7.979 0.772 8 0 0.000 4 50.000 4 50.000

21 Moldova Rep. Of 76.986 3.840 5.006 2.543 18 0 0.000 5 27.778 4 22.222

22 Qatar 75.861 14.846 10.346 2.037 8 0 0.000 1 12.500 3 37.500

23 Lithuania 74.094 9.063 3.547 0.867 21 0 0.000 4 19.048 7 33.333

24 Singapore 66.798 10.141 11.199 1.266 33 5 15.152 4 12.121 4 12.121

25 Cyprus 66.511 9.842 5.263 0.420 32 1 3.125 3 9.375 6 18.750

26 Romania 66.141 3.971 0.640 1.328 41 0 0.000 3 7.317 13 31.707

27 Bulgaria 64.931 2.184 1.033 1.183 33 0 0.000 6 18.182 11 33.333

28 Sri Lanka 64.688 7.973 5.788 0.990 20 0 0.000 6 30.000 8 40.000

29 Netherlands 63.638 1.807 0.081 0.748 77 7 9.091 4 5.195 25 32.468

30 Norway 62.931 2.296 0.899 0.610 32 2 6.250 5 15.625 8 25.000

31 Switzerland 62.559 0.486 0.011 1.464 240 4 1.667 5 2.083 88 36.667

32 Tanzania 62.387 4.161 3.191 1.829 21 0 0.000 5 23.810 6 28.571

33 Sweden 62.297 8.661 11.202 0.379 28 4 14.286 4 14.286 3 10.714

34 Indonesia 60.947 0.251 0.118 0.689 85 0 0.000 28 32.941 38 44.706

35 Hong Kong 60.846 1.966 0.541 1.109 73 9 12.329 9 12.329 28 38.356

36 Costa Rica 60.261 3.008 1.155 1.741 53 0 0.000 11 20.755 17 32.075

37 Nepal 60.173 6.935 4.953 1.549 16 0 0.000 4 25.000 5 31.250

38 El Salvador 59.475 8.475 8.075 0.625 30 0 0.000 6 20.000 7 23.333

39 Nicaragua 58.627 3.130 2.212 0.949 16 0 0.000 7 43.750 8 50.000

40 Russian Federation 58.569 0.050 0.051 -0.684 344 0 0.000 101 29.360 101 29.360

41 Australia 58.235 4.816 1.555 0.843 60 13 21.667 8 13.333 14 23.333

42 Israel 57.028 6.299 4.664 0.348 30 8 26.667 6 20.000 9 30.000

43 Guatemala 55.559 2.157 1.230 1.176 44 0 0.000 9 20.455 16 36.364

44 Ghana 55.122 0.311 0.264 2.475 19 0 0.000 12 63.158 13 68.421
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45 Czech Republic 54.654 5.728 1.840 0.745 37 4 10.811 4 10.811 8 21.622

46 Bolivia 54.598 5.154 4.588 0.130 14 0 0.000 4 28.571 5 35.714

47 Greece 54.371 5.899 3.916 0.946 49 8 16.327 11 22.449 12 24.490

48 Nigeria 54.355 2.893 0.649 2.019 82 0 0.000 6 7.317 24 29.268

49
China-People's

Rep.
54.326 3.490 0.636 0.549 74 14 18.919 5 6.757 16 21.622

50 Egypt 53.220 2.342 0.741 1.124 32 2 6.250 5 15.625 13 40.625

51
Bosnia-

Herzegovina
52.914 4.996 3.750 1.314 29 0 0.000 3 10.345 5 17.241

52 Kuwait 52.605 8.257 6.646 1.729 7 1 14.286 1 14.286 3 42.857

53 New Zealand 51.925 11.191 11.320 1.141 17 6 35.294 7 41.176 7 41.176

54 Kenya 49.660 2.517 1.051 1.782 58 0 0.000 8 13.793 17 29.310

55 Croatia 49.630 3.520 0.936 0.973 59 0 0.000 7 11.864 16 27.119

56 Canada 48.749 3.707 0.186 0.695 65 9 13.846 7 10.769 15 23.077

57 Ireland 48.651 2.851 0.809 0.598 57 5 8.772 10 17.544 18 31.579

58 Hungary 48.489 4.721 1.955 1.401 48 2 4.167 10 20.833 16 33.333

59 Honduras 47.632 4.009 3.202 1.585 40 0 0.000 9 22.500 9 22.500

60 Latvia 46.910 4.786 2.138 0.890 36 0 0.000 6 16.667 13 36.111

61 Brazil 46.600 1.280 0.170 1.838 248 10 4.032 14 5.645 58 23.387

62 Saudi Arabia 46.290 5.742 5.709 1.877 9 5 55.556 4 44.444 4 44.444

63 Belgium 45.807 1.704 0.070 0.410 72 4 5.556 6 8.333 16 22.222

64 Paraguay 45.759 4.912 4.192 1.072 44 0 0.000 7 15.909 9 20.455

65 Austria 44.675 1.097 0.087 0.946 88 6 6.818 8 9.091 27 30.682

66 Chile 43.535 5.085 2.798 1.061 53 6 11.321 10 18.868 16 30.189

67 Portugal 43.281 2.951 0.738 0.791 45 3 6.667 6 13.333 13 28.889

68 Spain 42.753 0.711 0.091 0.723 154 17 11.039 13 8.442 51 33.117

69 Denmark 41.290 1.029 0.059 1.240 99 7 7.071 9 9.091 36 36.364

70
United Arab

Emirates
41.218 4.594 2.223 2.436 17 1 5.882 5 29.412 7 41.176

71 Thailand 40.396 7.271 8.003 -1.415 32 8 25.000 7 21.875 7 21.875

72 Poland 39.439 1.875 0.593 0.895 68 1 1.471 15 22.059 20 29.412

73 Korea Rep. Of 37.600 3.724 3.976 -0.239 43 19 44.186 15 34.884 14 32.558

74 Argentina 37.369 2.271 0.369 -0.127 120 5 4.167 13 10.833 32 26.667

75 Mexico 36.212 2.194 0.417 1.050 68 11 16.176 12 17.647 19 27.941

76 South Africa 34.153 1.839 0.130 1.202 42 3 7.143 5 11.905 13 30.952

77 India 33.655 1.414 0.802 0.957 90 8 8.889 16 17.778 33 36.667

78 Taiwan 32.341 1.270 0.747 0.273 55 13 23.636 14 25.455 23 41.818

79 Malaysia 28.789 2.401 1.657 1.023 68 8 11.765 8 11.765 16 23.529

80 Panama 27.488 0.788 0.593 1.100 133 0 0.000 32 24.060 42 31.579

81 France 26.236 0.382 0.027 0.739 340 37 10.882 23 6.765 103 30.294

82 United Kingdom 25.069 0.448 0.034 0.950 259 36 13.900 22 8.494 78 30.116

83 Italy 24.773 0.693 0.108 0.619 255 31 12.157 24 9.412 68 26.667

84 Germany 23.446 0.277 0.009 0.399 287 15 5.226 13 4.530 97 33.798

85 Luxembourg 21.303 1.234 0.365 0.601 134 14 10.448 23 17.164 41 30.597

86 Japan 18.257 0.296 0.116 -0.070 316 156 49.367 51 16.139 131 41.456

87 USA 12.674 0.222 0.030 1.279 507 59 11.637 50 9.862 183 36.095

3 Total Bank Numbers, Big Bank Numbers in A Country

Avg CR3 Avg MS Med MS Avg ROA
Bank

Num

TA = 10 billions

USD
MS = Avg MS MS = med MS

Num Ratio Num Ratio Num Ratio
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CR3 bank-level

CR3 MS 0.688

( C R 3 M S

0.575) CR3 MS

CR3

MS

4 Correlation Matrix

Big Bank ROA CR3 MS Xeff Seff L/D Size

ROA 1.000 0.054 0.055 -0.113 -0.288 0.003 0.006

CR3 0.054 1.000 0.688 -0.235 -0.402 -0.077 -0.043

MS 0.055 0.688 1.000 -0.333 -0.351 -0.091 0.269

Xeff -0.113 -0.235 -0.333 1.000 0.634 0.084 -0.241

Seff -0.288 -0.402 -0.351 0.634 1.000 0.138 -0.077

L/D 0.003 -0.077 -0.091 0.084 0.138 1.000 -0.050

Size 0.006 -0.043 0.269 -0.241 -0.077 -0.050 1.000

Small Bank ROA CR3 MS Xeff Seff L/D Size

ROA 1.000 -0.021 -0.164 -0.044 -0.191 0.010 0.000

CR3 -0.021 1.000 0.575 -0.105 -0.183 -0.068 -0.048

MS -0.164 0.575 1.000 -0.246 0.051 -0.084 0.142

Xeff -0.044 -0.105 -0.246 1.000 0.205 0.005 -0.159

Seff -0.191 -0.183 0.051 0.205 1.000 -0.001 0.305

L/D 0.010 -0.068 -0.084 0.005 -0.001 1.000 -0.186

Size 0.0003 -0.048 0.142 -0.159 0.305 -0.186 1.000

4.

5

7 Panel A 8 Panel A

6

7 Panel

B 8 Panel B
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5 Big Banks and Small Banks Explanatory

Explanatory variables 1 2 3 4 5 6 7

Constant -150.315*** -150.106*** -157.632*** -147.387*** -150.318*** -147.626*** -149.776***

(-21.700) (-22.335) (-19.229) (-18.271) (-21.708) (-18.385) (-17.325)

Big Bank

CR3 0.00008 - 0.00005 -0.001

(0.113) (-0.061) (-0.702)

MS 0.0003 0.001 0 .001

(0.169) (0.272) ( 0.143)

Xeff -0.281 -0.764*** -0.674**

(-0.958) (-2.437) (-2.278)

Seff 15.304*** 16.139*** 16.271***

(6.597) (6.812) (6.864)

L / D 0.005*** 0.005*** 0.003*** 0.000 0.005*** 0.001 0.001

(10.456) (10.898) (2.494) (0.373) (10.163) (0.908) (0.856)

Size -0.021*** -0.021*** 0.002 0.003 -0.021*** 0.027*** 0.026**

(-4.406) (-4.124) (0.209) (0.384) (-4.253) (2.767) (2.196)

Res-Security -0.375*** -0.374*** -0.274*** -0.358*** -0.375*** -0.358*** -0.363***

(-15.319) (-15.443) (-8.160) (-9.951) (-15.406) (-10.121) (-10.003)

Res-Insurance -0.272*** -0.275*** -0.379*** -0.497*** -0.270*** -0.448*** -0.448***

(-12.406) (-12.043) (-8.446) (-12.404) (-11.516) (-9.580) (-9.305)

Res-Estate 0.245*** 0.245*** 0.339*** 0.343*** 0.244*** 0.354*** 0.350***

(15.920) (15.746) (14.602) (14.847) (15.657) (15.829) (15.508)

GDP growth rate 0.153*** 0.154*** 0.126*** 0.216*** 0.153*** 0.228*** 0.232***

(21.791) (22.786) (9.803) (11.547) (21.732) (11.323) (11.197)

Small Bank

CR3 0.017*** 0.018*** 0.023***

(5.154) (4.988) ( 2.924)

MS 0.017*** - 0.036 - 2.110**

(0.629) ( -1.316) (-2.071)

Xeff 12.446*** 1 1.597*** 8.323***

(4.108) ( 4.047) (2.873)

Seff -129.244*** -114.361*** -99.098***

(-5.769) (-5.510) (-4.129)

L / D 0.006*** 0.006*** -0.002 0.001 0.006*** -0.001 -0.002

(3.020) (3.305) (-0.55321) (0.282) (2.876) (-0.380) (-0.622)

Size -0.240*** -0.168*** -1.404*** 0.480*** -0.249*** -1.139*** -1.040***

(-5.403) (-3.473) (-3.371) (3.435) (-5.629) (-2.837) (-2.567)

Res-Security -0.626*** -0.527*** -1.933*** -1.411*** -0.622*** -1.747*** -1.552***

(-6.357) (-5.435) (-8.491) (-5.959) (-6.358) (-7.416) (-6.402)

Res-Insurance 0.427*** 0.546*** -0.006 0.252* 0.432*** 0.014 -0.010

(5.893) (7.848) (-0.045) (1.762) (5.970) (0.101) (-0.075)

Res-Estate 0.055 -0.002 0.827*** 0.576*** 0.062 0.677*** 0.734***

(0.641) (-0.018) (5.632) (3.507) (0.709) (4.557) (4.232)

GDP growth rate -0.012 0.035 -0.280*** -0.198*** -0.017 -0.239*** -0.063

(-0.385) (1.148) (-3.946) (-2.840) (-0.522) (-3.485) (-0.421)

R square 0.171 0.166 0.225 0.223 0.171 0.234 0.236

Observations 15448 15448 7095 7095 15448 7095 7095

Note
1. *, **, and*** indicate significance at the 1, 5, and 10 percent levels, respectively.
2. Consistencies of Heteroskedasticity-Robust Standard Errors are used to calculate t-values.
3. The t-statistics are reported in parentheses.
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6 Big Banks and Small Banks

Explanatory variables 1 2 3 4 5 6 7

Constant -185.398*** -185.459*** -191.252*** -189.131*** -187.419*** -188.997*** -190.902***

(-28.732) (-29.047) (-29.514) (-28.959) (-29.030) (-28.934) (-28.299)

Big Bank

CR3 0.002* -0.005*** -0.006***

(1.902) ( -4.342) ( -3.211)

MS 0.009*** 0 .016*** 0.013***

(4.272) (5.890) ( 3.160)

Xeff 0.573 1 .031 2.319***

(0.757) (1.437) (2.387)

Seff 43.561*** 44.264*** 41.786***

(5.258) (5.499) (4.446)

L / D 0.009*** 0.009*** 0.003 0.003 0.009*** 0.002 0.003

(9.978) (9.860) (1.488) (1.493) (9.869) (0.884) (1.599)

Size 0.021*** 0.019** -0.06** -0.039*** 0.021*** -0.077*** -0.132***

(2.272) (2.139) (-1.996) (-2.800) (2.272) (-2.678) (-3.762)

Res-Security -0.315*** -0.306*** -0.084*** -0.199*** -0.309*** -0.209*** -0.186***

(-8.712) (-8.501) (-2.136) (-4.634) (-8.578) (-4.671) (-3.656)

Res-Insurance -0.518*** -0.512*** -0.225*** -0.317*** -0.497*** -0.346*** -0.355***

(-12.808) (-12.849) (-3.256) (-4.651) (-12.224) (-5.077) (-3.272)

Res-Estate 0.205*** 0.205*** 0.167*** 0.158*** 0.203*** 0.149*** 0.117***

(8.632) (8.628) (4.488) (4.414) (8.412) (4.500) (2.948)

GDP growth rate 0.086*** 0.078*** 0.099*** 0.182*** 0.095*** 0.172*** 0.147***

(6.475) (6.055) (4.651) (7.156) (7.143) (6.389) (4.885)

Small Bank

CR3 0.017*** 0.018*** 0.024***

(5.235) (5.115) (3.029)

MS 0.012 -0.043 -2.081**

(0.448) ( -1.552) ( -2.045)

Xeff 12.42*** 11.602*** 8.291***

(4.103) (4.057) (2.865)

Seff -131.351*** -116.871*** -99.99***

(-5.866) ( -5.636) (-4.178)

L / D 0.006*** 0.006*** -0.002 0.001 0.005*** -0.001 -0.002

(3.013) (3.291) (-0.587) (0.287) (2.851) (-0.370) (-0.605)

Size -0.237*** -0.164*** -1.401*** 0.486*** -0.248 -1.133*** -1.038***

(-5.331) (-3.397) (-3.372) (3.476) (-5.589) (-2.828) (-2.568)

Res-Security -0.637*** -0.535*** -1.948*** -1.419*** -0.632*** -1.753*** -1.562***

(-6.468) (-5.509) (-8.519) (-5.981) (-6.463) (-7.428) (-6.436)

Res-Insurance 0.427*** 0.551*** 0.014 0.258* 0.433*** 0.017 -0.01

(5.902) (7.910) (0.101) (1.804) (5.989) (0.128) (-0.070)

Res-Estate 0.069 0.012 0.835*** 0.587*** 0.077 0.688*** 0.757***

(0.803) (0.134) (5.677) (3.575) (0.885) (4.633) (4.369)

GDP growth rate -0.014 0.033 -0.283*** -0.203*** -0.019 -0.244*** -0.077

(-0.451) (1.102) (-3.995) (-2.918) (-0.611) (-3.572) (-0.515)

R square 0.147 0.142 0.209 0.205 0.147 0.215 0.217

Observations 15448 15448 7095 7095 15448 7095 7095

Note
1. *, **, and*** indicate significance at the 1, 5, and 10 percent levels, respectively.
2. Consistencies of Heteroskedasticity-Robust Standard Errors are used to calculate t-values.
3. The t-statistics are reported in parentheses.
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7 Summary of SCP, RMP and ES

Big Banks Small Banks

Berger(1995) Berger(1995)

Panel A

SCP CR3 CR3

RMP MS MS

ESX Xeff Xeff

ESS Seff Seff

Panel B

SCP CR3 CR3

RMP MS MS

ESX Xeff Xeff

ESS Seff Seff

8 Difference between Big Banks and Small Banks

Null hypothesis Chi-Squared value Reject Null hypothesis Difference

Panel A

SCP 2 (1) = 9.072 Yes

RMP 2 (1) = 4.291 Yes

ESX (Xeff) 2 (1) = 9.542 Yes

ESS (Seff) 2 (1) = 23.025 Yes

Panel B

SCP 2 (1) = 13.824 Yes

RMP 2 (1) = 4.236 Yes

ESX (Xeff) 2 (1) = 3.838 Yes

ESS (Seff) 2 (1) = 30.438 Yes

Note 2(1)95% 3.84

1 = 1

2 = 2

3 = 3

4 = 4

1 = 1

2 = 2

3 = 3

4 = 4

3 < 3

4 > 4

1 < 1

2 > 2

3 < 3

4 > 4
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7 Panel A CR3
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7
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Res-Security

Res-Insurance Res-

Estate

7

Res-Security Res-Estate

Res-Insurance

Berger

SCP SCP

Berger

Berger

ESX

ESX

7 Panel A
2( 1 )

3.84 95%

CR3 MS Xeff

Seff

Xeff Seff

Xeff Seff

ESX

Xeff

3 < 3 Xeff

(-0.674) Xeff

(8.323)

ESS 4 > 4

Seff (16.271) Seff

(-99.098)

4.1 Robusness Test
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1
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7 L/D

Size GDP

L/D
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S e c u r i t y R e s -

Insurance Res-Estate

7

Res-Security
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RMP

ESX ESS SCP

5

SCP ESX

RMP ESS

8 Panel B

2 (1)

3.84

CR3 MS Xeff Seff

SCP

CR3

1 < 1

CR3 (-0.006)

CR3 (0.024)

RMP 2 > 2

MS (0.013) MS

(-2.081)

ESX 3 < 3

Xeff (2.319)

Xeff (8.291)

ESS

4 > 4 Seff (41.786)

Seff (-99.99)

5.

Berger (1995) SCP

RMP ESX ESS 4
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