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Abstract**

Financial crisis in 2001 emphasises the importance of the governance of financial institutions in Turkey. In this note, the existence of market discipline reflected as the change in deposits and the implicit interest rate paid to the insured and uninsured depositors is empirically tested. Additionally, the interaction between the deposit insurance and market discipline is analysed. The results provide evidence on the presence of market discipline before the financial crisis in Turkey in 2001. Moreover, total asset size and the ownership structure are important in uninsured depositors’ decisions. Specifically uninsured depositors follow ‘Too Big To Fail’ strategy and require less interest from foreign banks. The estimation results provide some evidence that insured and uninsured depositors continue to monitor the banks during the early days of blanket guarantee in 2001. However during the recovery period in the aftermath of 2001 crisis, blanket guarantee for uninsured bank debts hinders monitoring motives of insured and uninsured depositors. 
____________________________________________________________________
* Corresponding author. Tel: +90-312-442- 2140. Fax: +90-312-442-4161. 

E-mail address: 
ece.ungan@abank.com.tr
 (A. Ece. Ungan)

1. INTRODUCTION

Turkish economy has endured a severe economic and financial crisis after the fourth quarter of 2000. The troubles caused by the banking industry to Turkish economy during the 2001 crisis have been attracting the interest of the authorities to financial sector governance in Turkey. Along with the remedies for the macroeconomic problems government is trying to promote prudent bank behaviour by improving regulation and supervision of the financial markets and introducing contemporary risk management and on-site supervision techniques. However the disciplinary power of market forces that have the ability to reinforce the oversight of the banks seems to be overlooked. In this study, the existence of market discipline on banks by depositors in Turkey during the 1997:4-2003:3 period is demonstrated.  However the discipline deteriorates in the aftermath of the 2000-2001 crisis with the introduction of blanket guarantee on all types of deposits by the government. 
Practitioners observe that depositors either withdraw their deposits or require higher interest from financially distressed banks. Market governance emerging from the relationship between depositor behaviour and bank risk taking has become an important off-site monitoring technique that supports on-site governmental supervision in controlling the risks of financial intermediaries as  ‘Market Discipline’ becomes the third ‘pillar’ of New Basel Capital Accord (2001). Moreover empirical evidence about debt market’s ability to assess and control the risks in the banking firms in USA and Europe is rich.
 Banks are the dominant financial intermediaries in emerging markets. In addition to the opaqueness of ordinary banking activities, frequent financial crises, state ownership of banks and full coverage supplied by the deposit insurance schemes increase the importance and the necessity of close monitoring of financial institutions. Thus the combination of the government regulation and supervision and improved market governance would result in high quality banks that are conducive for economic development. Empirical studies of market discipline for the developing countries focuses on the behaviour of depositors. Most of the evidence about the existence and efficacy of market discipline comes from Latin America and provide evidence about market discipline depending on the insurance schemes and episodes of crisis.
 
This note empirically examines three important issues that largely remain unexplored in the Turkish banking industry. First, the existence of market discipline is studied by estimating the changes in deposits and interest rates in response to bank risk taking. Second the interaction between market forces and deposit insurance is explored. Third, the impact of 2001 banking crisis on the depositor discipline is analysed.

There is evidence for market discipline in the Turkish banking industry for the analysis period according to the estimates. In particular implicit interest paid to uninsured deposits is correlated with the capital to assets and total loans to assets. In addition to the results regarding variables on bank riskiness, asset size and the ownership structure influence uninsured depositors of the banks in their withdrawal decisions and their demand for higher interest rates. Specifically uninsured depositors follow ‘Too Big To Fail’ strategy and require less interest from foreign banks. Findings provide some evidence that insured and uninsured depositors continue to monitor the banks during the early days of blanket guarantee in 2001. However during the recovery period in the aftermath of 2001 crisis, blanket guarantee for uninsured bank debts hinders monitoring motives of insured and uninsured depositors. 
The remainder of the paper is organised as follows. Section 2 describes the empirical model and the data.  Section 3 discusses the empirical results and the last section concludes.EMPIRICAL MODEL AND DATAAccording to the following models both the changes in deposit level and implicit interest rates paid to depositors as a reaction to the changes in bank fundamentals are estimated using panel data technique. 
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where i=1..N is the number of banks at quarter t.Depositsi,t represents the first difference of log of insured and uninsured deposits of the bank i at quarter t. The deposits in the banks are classified as insured and uninsured according to the insurance categories specified by State Deposit Insurance Fund in order to identify differences in disciplining behaviour of each type of depositor.
 Banks offer different rates to different classes of customers and types of products. Therefore we calculate implicit interest rates InterestRatei,t using accounting information.
 
Riski ,t-1 denotes bank specific variables that describe the risks of bank i at quarter t-1. There are four different bank specific risk variables. Capital adequacy (CA/TA) refers to the ratio of total shareholders’ equity to assets. The proxy for the quality of management is referred to the ratio of total profits to assets (TP/TA). It is hypothesised that both CA/TA and TP/TA are positively correlated with Depositsi,t and  negatively correlated with InterestRatei,t. Total loans to assets (TL/TA) and net non-performing loans to assets (NNPL/TA) are two other measures that proxy for credit risk. It is expected that an increase in both TL/TA and NNPL/TA will negatively affect Depositsi,t. On the other hand when the riskiness of banks increase, they have to pay higher interest rates. 
Macrot-1 accounts for the first difference of the natural log of macroeconomic factors that might affect Depositsi,t and InterestRatei,t of all banks during the analysis period. The depositors in Turkey consider foreign currency deposits and government bonds as alternative investment opportunities to their local currency deposits. So, one period lagged observations of inflation of wholesale price index (fixed at 1987), change in real exchange rate and the return on government bond index are used to control the changes in macroeconomic conditions common for all of the banks. Macrot-1 is introduced with one period lag with the assumption that there is a certain delay in obtaining information. 
Banki,t describes the ownership status of bank i at quarter t. Returni,t-1 is a proxy for the previous period interest income of the depositors and used to control for the loyalty caused by high past period returns. BGDummyt is a dummy variable to represent the blanket guarantee announced in May 2001 for all of the liabilities. Riski t-1 * BGDummyt-1 is the interaction of bank specific risks and blanket guarantee. It provides information about the effects of bank specific risk variables on Depositsi,t and InterestRatei,t during the blanket guarantee period. Sizei,t-1 is included in order to control for the Turkish depositors’ preferences in favour of ‘Too Big To Fail’ (TBTF) strategies. There is also a dummy of Crisist for 2001 financial crisis in order to see its effects on depositor behaviour.
Bank level quarterly data are obtained from Turkish Banker’s Association for the period 1997:4-2003:3. Data set includes all of the commercial banks in Turkey. All investment and development banks are excluded since they are not allowed to accept deposits by law. Thus bank level data is an unbalanced panel of 40 to 60. Moreover, the data is transformed into USD denomination because of the continuous depreciation of the value of Turkish Lira (TRL). In addition to the analysis using whole data set, the data is divided into two subsets to account for the introduction of inflation accounting standards. The first subset covers the period 1997:4-2001:3 which also includes the financial crisis of 2001 in Turkey. The second subset covers the period 2001:4-2003:3. Finally macroeconomic time series are obtained Central Bank of Turkey (CBTR) and Istanbul Stock Exchange (ISE). EMPIRICAL RESULTSIn Table 1, the regression results of change in the deposit levels are reported. The findings on the implicit interest paid to deposits are summarised in Table 2. In both models the effects of deposit insurance on depositor behaviour are evaluated before and after the 2001 crisis. Either common or fixed-effect models whichever is statistically significant is shown in Table 1 and 2. 
In Panel A of Table 1, effects of variables on bank riskiness on the change in insured deposits for 1997:4-2003:3 period and two sub periods are presented. As expected, InsDepositsi,t do not react to variables on bank riskiness during the whole analysis period. The joint insignificance of either variables on bank riskiness or their interaction with the dummy variable for blanket guarantee can not be rejected using Wald-test. Moreover insured depositors do not prefer foreign banks. Similar to the results of 1997:4-2003:3 InsDepositsi,t do not react to variables on bank riskiness during 1997:4-2001:3 period. However after the introduction of blanket guarantee, it is affected by the interaction of variables on bank riskiness and dummy for blanket guarantee. In particular an increase in NNPL/TA decreases InsDepositsi,t. Moreover an increase in CA/TA also decreases InsDepositsi,t. Calomiris and Powell (2000) explain this inconsistency as the banks anticipating the default risk a period ahead and compensating by increasing capital. After the introduction of blanket guarantee asset size gained importance. Insured depositors start following TBTF strategy. In addition InsDepositsi,t reacts negatively to foreign ownership. During 2001:4-2003:3 the joint insignificance of variables on bank riskiness are rejected at 5% significance level implying market discipline. Specifically an increase in CA/TA significantly increases InsDepositsi,t.

Panel B of Table 1 shows the effects of variables on bank riskiness on the change in uninsured deposits for 1997:4-2003:3 period and two sub periods. UninsDepositsi,t do not react to variables on bank riskiness and their interaction with the dummy for blanket guarantee during  1997:4-2003:3. Moreover uninsured depositors seem to prefer banks with smaller asset size. The findings regarding UninsDepositsi,t are inconsistent with market discipline. In the analysis for 1997:4-2001:3 period the joint insignificance of variables on bank riskiness are rejected after the introduction of blanket guarantee. Specifically an increase in TP/TA results in an increase in UninsDepositsi,t. Moreover when analysed jointly with the results regarding the behaviour of the insured depositors for the same period both insured and uninsured depositors seems to monitor the banks in the early days of the announcement of blanket guarantee. However during 2001:4-2003:3 uninsured depositors stop monitoring bank riskiness. UninsDepositsi,t do not react to variables on bank riskiness during the recovery period when blanket guarantee is fully effective. However CA/TA is weakly positively correlated with UninsDepositsi,t.

The estimation results in Panel A of Table 2 reveal that during 1997:4-2003:3 the joint insignificance of the variables on bank riskiness or their interaction with the blanket guarantee can not be rejected. Thus implicit interest paid to insured depositors are not affected by bank risk taking. Additionally, insured depositors require less interest rates from banks with smaller asset size. The findings related to the reaction of InsInterestRatei,t to variables on bank riskiness during 1997:4-2001:3 confirm the estimation results using the whole data set that the insured depositors do not monitor the bank risks. Ownership structure is also important in determining the interest rate required by the insured depositors during this period. While foreign banks have to pay interest rates higher than the private banks, public banks benefit from the low cost of insured funds. Similar to the estimation results of the whole analysis period and 1997:4-2001:3, during 2001:4-2003:3 variables on bank riskiness is insignificant in determining InsInterestRatei,t. However when analysed individually InsInterestRatei,t is positively correlated with TL/TA  signalling monitoring motives of insured depositors in the aftermath of 2001 crisis. In this period foreign banks continue to have disadvantages in obtaining low cost insured funds.  
In Panel B of Table 2, effects of variables on bank riskiness on the implicit interest paid to uninsured depositors for 1997:4-2003:3 period and two sub periods are given. In the estimations for UninsInterestRatei,t joint insignificance of the variables on bank riskiness before and after 2001 crisis are rejected using data regarding 1997:4-2003:3 period. Specifically an increase in CA/TA increases UninsInterestRatei,t which is a result confirming the findings of Calomiris and Powell (2000) on capital ratio. However after the introduction of the blanket guarantee the effect of CA/TA on UninsInterestRatei,t is negative as expected. Moreover TL/TA has a positive significant affect on the dependent variable. The effects of CA/TA and TL/TA are indications of market discipline during the early days of the blanket guarantee. In addition, during this period ownership structure of the banks is important in obtaining low cost uninsured funds. While foreign banks are borrowing funds with lower costs, state banks have to pay higher interest rates for the uninsured deposits. Thus uninsured depositors do not value the de facto insurance of state banks. Uninsured depositors also follow TBTF strategy and require lower interest rates for their uninsured deposits in banks with higher assets. The joint insignificance of the variables on bank riskiness and their interaction with the dummy for blanket guarantee can not be rejected in the analysis regarding 1997:4-2001:3 period. On the other hand individual insignificance of the interaction of CA/TA with the blanket guarantee can not be rejected. An increase in CA/TA results in a decrease in UninsInterestRatei,t conforming to the hypothesised relationship for the existence of market discipline. Similar to the findings regarding the whole period, uninsured depositors prefer foreign banks and banks with higher assets. During 2001:4-2003:3 in the aftermath of 2001 crisis, UninsInterestRatei,t do not react to variables on bank riskiness. Thus the monitoring motives of the uninsured depositors are hindered by the blanket guarantee. 
2. CONCLUSION

This paper mainly addresses three issues related to market discipline in Turkey. First, the existence of market discipline is analysed by estimating the reaction of changes in deposit levels and interest rates to bank risk taking. Second the interaction between the market forces and deposit insurance is studied. Finally the impact of 2001 banking crisis on depositor discipline is evaluated using quarterly data from bank financial statements. 

The results provide evidence for market discipline in Turkey.  The uninsured depositors discipline the banks by either withdrawing the funds or demanding higher interest rates from financially distressed banks. Moreover uninsured depositors follow ‘Too Big To Fail’ strategy and require lower interest rates from foreign banks. In the early days of the introduction of blanket guarantee, insured and uninsured depositors monitor the banks. Specifically banks with high capital to asset and low total loans to asset ratios pay low interest rate to uninsured depositors. However during the recovery period in the aftermath of 2001 crisis, insured and uninsured depositors stop monitoring banks because of the increase in market discipline hindering effects of blanket guarantee.
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� Gilbert (1990) surveys early literature on market discipline. Contemporary literature surveys can be found in Flannery (1998), Flannery (2001). Jagtiani and Lemieux (2001), Morgan and Stiroh (2001), Sironi (2002), Evanoff and Wall (2002) are some of the examples that document the correlation of risk premium on subordinated notes and debentures with accounting risk measures or probability of failure. Jagtiani and Lemieux (2001), Billet, Garfinkel, O’Neal (1998), Park and Peristiani (1998), Goldberg and Hudgins (2000) emphasise decrease in the availability of the uninsured funds when the financial conditions of the thrifts or banks deteriorate.  


� Calomiris and Powell (2000) and Barajas and Steiner (2000), Martinez-Peria and Schmukler (2001) report significant relationship between the bank fundamentals and depositor behaviour in Argentina, Colombia and, Argentina, Mexico and Chili respectively. Mondschean and Opiela (1999) show that full deposit insurance reduces the incentive for the investors to monitor the participants in Poland. For the Indian Banking Industry Ghosh and Das (2003) conclude that market discipline exists during 1990s.


� InsDepositsi,t and UninsDepositsi,t refer to change in insured and uninsured deposits, respectively.


� InsInterestRatei,t and UninsInterestRatei,t refer to implicit interest paid to insured and uninsured deposits, respectively.






















































































Table 1: Percent Change in Deposits


The table reports the regression results of change in the deposit levels on specific bank risk variables and macro variables for the original quarterly data set (1997:4-2003:3), and the two subsets (1997:4-2001:3 and 2001:4-2003:3). Panel A and Panel B show the regression results for the reaction of change in insured and uninsured deposits levels respectively. The estimated coefficients of the explanatory variables are given for each regression equation. Numbers in parentheses show the t-statisticstest values for the respective coefficients. We report F-statistics for the joint significance of the coefficients, F-test for the significance of fixed effects and Wald-Tests for the joint significance of the coefficients of bank specific risk variables.





�
Panel A: Change in Insured Deposits�
Panel B: Change in Uninsured Deposits�
�
�
1997:4-2003:3 (Restricted Model)�
1997:4-2001:3


(Restricted Model)�
2001:3-2003:3


(Restricted Model)�
1997:4-2003:3


(Unrestricted Model)�
1997:4-2001:3


(Restricted Model)�
2001:3-2003:3


(Restricted Model)�
�
Constant�
0.1414


(0.4014)�
0.1877


(0.4394)�
-0.63


(-0.93)�
-�
0.0901


(0.1787)�
0.52


(1.37)�
�
Imp. Int. Paid (t-1)�
-0.0062


(-0.1623)�
0.0476


(1.0757)�
-0.03


(-0.22)�
0.2653


(3.2654)*�
-0.0215


(-0.3070)�
-�
�
Bank Risk  VariablesFactors�
�
�
�
�
�
�
NNPL/TA (t-1)�
-0.1199


(-0.2363)�
-0.2644


(-0.5224)�
-�
-0.7104


(-0.8855)�
-0.8932


(-1.5654)�
-�
�
TL/TA (t-1)�
-0.0092


(-0.01066)�
0.0022


(0.0259)�
-�
-0.1006


(-0.7229)�
0.0565


(0.5846)�
-�
�
C/TA (t-1)�
0.0820


(0.5865)�
0.0678


(0.4804)�
-�
0.1338


(0.5619)�
0.0480


(0.2956)�
-�
�
TP/TA (t-1)�
-0.0019


(-0.0110)�
0.0420


(0.2445)�
-�
0.1146


(0.4330)�
-0.1083


(-0.5538)�
-�
�
Macroeconomic Variables�
�
�
�
�
�
�
WPI Inf. (t-1)�
-0.6601


(-1.0995)�
0.4268


(0.3934)�
-0.02


(-0.06)�
-1.3783


(-1.6090)�
-0.4213


(-0.3422)�
-0.18


(-0.85)�
�
FX Rates (t-1)�
-0.5252


(-1.7226)***�
-1.8995


(-2.1826)**�
-1.06


(-0.66)�
0.4458


(1.0000)�
-0.3832


(-0.3864)�
0.56


(0.62)�
�
Interest Rate Index (t-1)�
1.4973


(2.7187)*�
1.9423


(2.7561)*�
-1.08


(-0.72)�
0.7119


(0.8711)�
2.0972


(2.6303)*�
0.40


(0.40)�
�
Total Assets (t-1)�
-0.01110


(-0.6543)�
-0.0312


(-1.5614)�
-�
-0.3942


(-5.3885)*�
-0.0156


(-0.6576)�
-�
�
Bank Dummies�
�
�
�
�
�
�
�
State Bank Dummy�
-0.0171


(-0.27)�
0.0239


(0.2585)�
0.02


(0.10)�
0.1618


(0.8500)�
0.0800


(0.7571)�
0.04


(0.45)�
�
Foreign Bank Dummy�
-0.1080


(-1.8412)***�
-0.1489


(-2.1590)**�
-0.07


(-0.59)�
0.2493


(0.4567)�
-0.0349


(-0.4498)�
-0.01


(-0.22)�
�
Public Bank Dummy�
0.0272


(0.4480)�
0.0339


(0.4769)�
0.02


(0.17)�
-0.3202


(-0.5655)�
0.0838


(1.0440)�
0.02


(0.33)�
�
Blanket GuaranteeFull Insurance  Dummy�
-0.1030


(-0.6590)�
-0.8329


(-2.3557)**�
-�
0.1931


(0.8633)�
-0.0914


(-0.2280)�
-�
�
Interaction Dummies�
�
�
�
�
�
�
Crisis Dummy�
-0.0546


(-0.8694)�
0.2417


(2.6032)*�
1.62


(1.53)�
-0.3002


(-3.3414)*�
-0.0583


(-0.5533)�
0.41


(0.70)�
�
Macro Variables�
�
�
�
�
�
�
�
WPI Inf. (t-1)�
-0.6601


(-1.0995)�
0.4268


(0.3934)�
-0.02


(-0.06)�
-1.3783


(-1.6090)�
-0.4213


(-0.3422)�
-0.18


(-0.85)�
�
FX Rates (t-1)�
-0.5252


(-1.7226)***�
-1.8995


(-2.1826)**�
-1.06


(-0.66)�
0.4458


(1.0000)�
-0.3832


(-0.3864)�
0.56


(0.62)�
�
Interest Rate Index (t-1)�
1.4973


(2.7187)*�
1.9423


(2.7561)*�
-1.08


(-0.72)�
0.7119


(0.8711)�
2.0972


(2.6303)*�
0.40


(0.40)�
�
[NNPL/TA (t-1)] * (B.G. Full Ins. Dummy)�
-1.0999


(-0.7529)�
-12.6696


(-2.2554)**�
035


(1.04)�
-0.3125


(-0.1194)�
-3.9618


(-0.6430)�
-0.06


(-0.31)�
�
[TL/TA (t-1)] * (B.G. Full Ins. Dummy)�
0.3545


(1.2736)�
0.5670


(0.8262)�
0.60


(2.10)**�
0.3349


(0.7758)�
0.2200


(0.2903)�
0.21


(1.40)�
�
[C/TA (t-1)] * (B.G. Full Ins.  Dummy)�
0.1274


(0.4858)�
-2.9424


(-3.1405)*�
-0.92


(-2.07)**�
0.0175


(0.0388)�
-0.6279


(-0.5772)�
-0.02


(-0.09)�
�
[TP/TA (t-1)] * (B.G. Full Ins.  Dummy)�
-0.6932


(-2.1937)**�
0.2192


(0.3951)�
0.02


(0.73)�
0.7337


(1.5607)�
1.7595


(2.7123)*�
-0.02


(-1.14)�
�
[SizeTotal Assets (t-1)] * (B.G. Full Ins. Dummy)�
0.0002


(0.0261)�
0.0355


(1.7115)***�
0.06�
-0.0175


(-1.3350)�
-0.0235


(-1.0149)�
0.04�
�
Other Variables�
�
�
�
�
�
�
�
Return (t-1)�
-0.0062


(-0.1623)�
0.0476


(1.0757)�
-0.03


(-0.22)�
0.2653


(3.2654)*�
-0.0215


(-0.3070)�
-�
�
Total Assets (t-1)�
-0.01110


(-0.6543)�
-0.0312


(-1.5614)�
-�
-0.3942


(-5.3885)*�
-0.0156


(-0.6576)�
-�
�
Crisis Dummy�
-0.0546


(-0.8694)�
0.2417


(2.6032)*�
1.62


(1.53)�
-0.3002


(-3.3414)*�
-0.0583


(-0.5533)�
0.41


(0.70)�
�
R-Squared�
0.0408�
0.0887�
0.02�
0.1216�
0.0987�
0.00�
�
Adj. R-Squared�
0.0231�
0.0647�
1.36�
0.0488�
0.0741�
1.04�
�
F-Statistics�
2.3020*�
3.6978*�
�
7.2397*�
4.0160*�
�
�
F-Statistics for fixed effects�
0.9642�
-�
-�
1.8201**�
-�
-�
�
Wald-Test for Bank Specific Variables=0�
1.1427�
1.5551***�
1.5141�
3.4848*�
2.0161**�
0.9310�
�



* = Significant at 10 % confidence level, ** = Significant at 5 % confidence level, *** = Significant at 1% confidence level,



































Table 2: Change in Implicit Interest Paid to Deposits


The table reports the regression results of change in the implicit interest paid to deposit on specific bank risk variables and macro variables for the original quarterly data set (1997:4-2003:3), and the two subsets (1997:4-2001:3 and 2001:4-2003:3). Panel A and Panel B show the regression results for the reaction of the implicit interest rates paid to insured and uninsured deposits levels respectively. The coefficients of the explanatory variables are given for regression. Numbers in parentheses show the t-test values for the respective coefficients. We report F-statistics for the joint significance of the coefficients, F-test for the significance of fixed effects and Wald-Tests for the joint significance of the coefficients of bank specific risk variables.





�
Panel A: Implicit Interest Paid to Insured Deposits�
Panel B: Implicit Interest Paid to Uninsured Deposits�
�
�
1997:4-2003:3 (Restricted Model) �
1997:4-2001:3


(Restricted Model)�
2001:3-2003:3


(Restricted Model)�
1997:4-2003:3


(Unrestricted Model)�
1997:4-2001:3


(Restricted Model)�
2001:3-2003:3


(Restricted Model)�
�
Constant�
-�
-0.8327


(-2.1461)**�
0.23


(0.51)�
-�
1.7386


(6.3112)*�
0.52


(1.37)�
�
Bank Risk  Variables�
�
NNPL/TA (t-1)�
0.2390


(0.5487)�
0.4758


(1.0242)�
-�
0.2270


(0.7041)�
0.4731


(1.4807)�
-�
�
TL/TA (t-1)�
-0.0588


(-0.7800)�
-0.1737


(-2.1969)**�
-�
-0.0746


(-1.3346)�
-0.1095


(-2.0275)**�
-�
�
C/TA (t-1)�
0.0010


(0.0085)�
-0.1193


(-0.9257)�
-�
0.2543


(2.6657)*�
0.1006


(1.1054)�
-�
�
TP/TA (t-1)�
0.0460


(0.3266)�
0.1798


(1.1449)�
-�
-0.0526


(-0.4932)�
0.0257


(0.2348)�
-�
�
Bank Dummies�
�
State Bank Dummy�
0.0364


(0.3558)�
-0.047123


(-0.5556)�
0.14


(1.26)�
0.1426


(1.8685)***�
0.0786


(1.3203)�
0.04


(0.45)�
�
Foreign Bank Dummy�
0.4740


(1.5813)�
0.3158


(5.07782)*�
0.14


(1.81)***�
-0.5551


(-2.5506)**�
-0.1136


(-2.6280)*�
-0.01


(-0.22)�
�
Public Bank Dummy�
-0.1697


(-0.5513)�
-0.1293


(-1.9875)**�
-0.04


(-0.53)�
0.2956


(1.2998)�
0.0702


(1.5637)�
0.02


(0.33)�
�
Blanket Guarantee Dummy�
-0.0398


(-0.3319)�
0.5098


(1.5787)�
-�
-0.1213


(-1.3583)�
0.3190


(1.4292)�
-�
�
Macroeconomic Variables�
�
WPI Inf. (t-1)�
2.0523


(4.4975)�
5.1296


(5.1792)*�
0.23


(0.94)�
0.9596


(2.8206)*�
2.2509


(3.2917)*�
-0.18


(-0.85)�
�
FX Rates (t-1)�
0.4058


(1.7028)***�
2.4283


(3.0449)*�
-1.27


(-1.19)�
-0.0746


(-0.4235)�
1.3034


(2.3633)**�
0.56


(0.62)�
�
Interest Rate Index (t-1)�
-2.2198


(-5.0662)*�
-1.4883


(-2.3011)**�
-0.16


(-0.15)�
-1.7004


(-5.2195)*�
-1.1677


(-2.6215)*�
0.40


(0.40)�
�
Interaction Dummies�
�
NNPL/TA (t-1) * Full Ins. Dummy�
-0.0075


(-0.0061)�
2.8327


(0.5491)�
0.38


(1.68)***�
0.8803


(0.8418)�
-1.8678


(-0.5415)�
-0.06


(-0.31)�
�
TL/TA (t-1) * Full Ins. Dummy�
0.0406


(0.1706)�
-1.6048


(-2.5699)**�
0.28


(1.48)�
0.3024


(1.7591)***�
-0.2451


(-0.5778)�
0.21


(1.40)�
�
C/TA (t-1) * Full Ins. Dummy�
-0.1591


(-0.6421)�
-0.7440


(-0.8659)�
0.05


(0.16)�
-0.3196


(-1.7955)***�
-1.2576


(-2.0657)**�
-0.02


(-0.09)�
�
TP/TA (t-1) * Full Ins. Dummy�
0.0636


(0.2544)�
0.6816


(1.3415)�
-0.00


(-0.11)�
0.0897


(0.4768)�
0.1502


(0.4137)�
-0.02


(-1.14)�
�
Total Assets (t-1) * Full Ins. Dummy�
0.0010


(0.1385)�
-0.0108


(-0.5695)�
0.07�
0.0085


(1.6214)�
0.0006


(0.0452)�
0.04�
�
Other Variables�
�
Total Assets (t-1)�
0.0665


(1.8469)***�
0.0488


(2.6961)*�
-�
-0.10


(-3.4931)*�
-0.0747


(-5.7747)*�
-�
�
Crisis Dummy�
0.1718


(3.5706)*�
0.3233


(3.7928)*�
0.64


(0.92)�
0.1465


(4.0407)*�
0.1733


(2.9347)*�
0.41


(0.70)�
�
R-Squared�
0.3423�
0.1808�
0.03�
0.3051�
0.1546�
0.00�
�
Adj. R-Squared�
0.2916�
0.1605�
1.65***�
0.2487�
0.1328�
1.04�
�
F-Statistics�
29.7866*�
8.8797*�
�
24.4831*�
7.1003*�
�
�
F-Statistics for fixed effects�
6.6549*�
-�
-�
5.7246*�
-�
-�
�
Wald-Test for Bank Specific Variables=0�
0.6699�
5.0586*�
1.9618***�
3.2361*�
4.0068*�
1.0057�
�



* = Significant at 10 % confidence level, ** = Significant at 5 % confidence level, *** = Significant at 1% confidence level,
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