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«Financial Stability across Banking Types in Germany.»

The focus of the paper is to explore the differences in banks’ stability measured with the z-score methodology by the bank type. We differentiate between savings banks, cooperative banks and commercial banks. To track the differences by the bank type we investigate the reaction of banks to macroeconomic shocks; we study whether bank engagements in particular economic sectors are associated with higher or lower banks’ stability and we analyze the role regional competition plays for banks’ stability. The results show that cooperative banks and savings banks are more stable than commercial banks in terms of the z-score methodology. This result is especially pronounced for cooperative banks and is predominately driven by the lower volatility of returns rather than by profitability or capitalization. Moreover for both cooperative banks and savings banks a higher loan to asset ratio as well as cost to income ratio have a stronger negative impact on their stability than for commercial banks. Finally, both cooperative banks and savings banks seem to benefit more from low regional competition than commercial banks.
