\

Trust in banks

Zuzana Fungacova, Iftekhar Hasan, Laurent Weill

» To cite this version:

Zuzana Fungacova, Iftekhar Hasan, Laurent Weill. Trust in banks. Journal of Economic Behavior
and Organization, 2019, 157, pp.452-476. 10.1016/j.jeb0.2017.08.014 . hal-03065783

HAL Id: hal-03065783
https://hal.science/hal-03065783
Submitted on 22 Oct 2021

HAL is a multi-disciplinary open access L’archive ouverte pluridisciplinaire HAL, est
archive for the deposit and dissemination of sci- destinée au dépot et a la diffusion de documents
entific research documents, whether they are pub- scientifiques de niveau recherche, publiés ou non,
lished or not. The documents may come from émanant des établissements d’enseignement et de
teaching and research institutions in France or recherche francais ou étrangers, des laboratoires
abroad, or from public or private research centers. publics ou privés.

Distributed under a Creative Commons Attribution - NonCommercial 4.0 International License


https://hal.science/hal-03065783
http://creativecommons.org/licenses/by-nc/4.0/
http://creativecommons.org/licenses/by-nc/4.0/
https://hal.archives-ouvertes.fr

Version of Record: https://www.sciencedirect.com/science/article/pii/S016726811730238X
Manuscript_82422d085d5fbf808621c9feb9247ba7

Trust in Banks

Zuzana Fung&ovd’
Bank of Finland

Iftekhar Hasan”
Fordham University and Bank of Finland

Laurent Weill *
EM Strasbourg Business School, University of Strasbourg

Abstract

Trust in banks is considered essential for an effective financial system, yet little is known
about what determines trust in banks. Only a handful of single-country studies discuss the
topic, so this paper aims to fill the gap by providing a cross-country analysis on the level
and determinants of trust in banks. Using World Values Survey data covering 52
countries during the period 2010-2014, we observe large cross-country differences in
trust in banks and confirm the influence of several sociodemographic indicators. Our
main findings include: women tend to trust banks more than men; trust in banks tends to
increase with income, but decrease with age and education; and access to television
enhances trust, while internet access erodes trust. Additionally, religious, political, and
economic values affect trust in banks. Notably, religious individuals tend to put greater
trust in banks, but differences are observed across denominations. The holding of pro-
market economic views is also associated with greater trust in banks.
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1. Introduction

“Put not your trust in money, but put your moneyrunst”

— Oliver Wendell Holmes, Sr.

The 2008 financial crisis caused by financial togtons reminded us that well-
functioning banks play an important role in econongrowth and highlighted the
importance of trust in banks on the part of ecomoagents. Authorities have aimed to
preserve trust through these troubled times widasures such as providing liquidity
support to banks and assuring that robust depositrance schemes remain in place to
stave off bank runs and safeguard financial stgbili

However, trust in banks is also important in naubled times. It contributes to
financial inclusion and financial stability and thhelps foster economic growth. Without
trust, banks cannot attract depositors or find Bbakls willing to borrow money to
finance their businesses and housing. In a nuistreét in banks is a fundamental
ingredient in the effectiveness of the economy.

Surprisingly little has been written about whatstrust in banks. Only a handful
of studies provide single-country evidence on tiasbanks (for the US, Sapienza and
Zingales, 2012; for Spain, Carbo-Valverde, Maqupép, and Rodriguez-Fernandez,
2013; for the Netherlands, Jansen, Mosch, and earCduisjen, 2014; and for Austria,
Knell and Stix, 2015). Notably, these studies temthvestigate the dynamics of trust in
banks during troubled times.

This paper is thus a first attempt at a cross-ggunvestigation of the level and
determinants of trust in banks. To address thisgiswe use the latest wave of the World
Values Survey. It contains information on trustbanks for 52 countries during the
period 2010-2014. The World Values Survey, whick baen administered regularly
since 1981, included a new question on confidencbanks in this latest wave. This
addition allows us to investigate how individualasountry characteristics contribute to
trust in banks.

We provide a broad analysis to enhance the unaelisig of trust in banks, starting
with a country-level analysis. We examine the lewklrust in banks by country and

provide information on the cross-country differen@e trust in banks. We further study
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the determinants of trust in banks at the individesel and examine the impact of
sociodemographic characteristics such as gendey,igpme, education, and access to
information sources. We use the unique informatwavided by the World Values
Survey on individual values to investigate the ugefice of religious, political, and
economic values on trust in banks. Finally, we cletepthe analysis by investigating the
determinants of relative trust in banks, definedhesdifference between trust in banks
and trust in institutions, to identify whether tktested determinants have a specific
influence on trust in banks or affect trust in itugions in general.

Our discussion relates to three current strand$hefiterature. We start with the
financial stability strand. Lack of trust in bariksa common determinant of bank runs, so
the factors shaping confidence are a prime confoerbank regulators. However, trust in
banks also fosters financial stability by enhandingncial inclusion, i.e. greater use of
formal financial services creates a more stablesiéfpase for banks in troubled times
(Han and Melecky, 2016).

The role of trust in the economy is the secondnsitraf literature our analysis
relates to. We supplement the investigation of de&erminants of interpersonal trust
(Alesina and La Ferrara, 2002; Bjornskov, 2006) &uast in institutions (Clausen, Kraay
and Nyiri, 2011; Stevenson and Wolfers, 2011) bgiragl trust in banks to gain a better
understanding of this dimension of economic comfgge We also consider whether the
determinants of bank trust might somehow diffenfrother dimensions of confidence.

The third strand of literature incorporates thealelon the influence of religion on
economic outcomes. Following Barro and McClearyo@0Qthere is a considerable body
of literature on how religion shapes economic s (Guiso, Sapienza, and Zingales,
2003; Kumar, Page, and Spalt, 2011). The impactreijion on trust in large
organizations (La Porta et al., 1997) and the hffe views of religions on charging
interest emphasize the potential influence of relig values on trust in banks. Our
analysis contributes to the wider question of thpact of culture as the key force driving
growth (Landes, 1998).

We do not focus on the influence of financial tuiman trust in banks for two
reasons. First, previous evidence consistentlyiooafthat trust in banks sharply falls

during troubled times (Stevenson and Wolfers, 2084pienza and Zingales, 2012).



Moreover, our dataset, despite its extent, onlyiples information on trust in banks at a
single point in time and thus offers no informatmmthe evolution of trust in banks.
Given the contribution of trust in banks to finaad@tability, the implications of our
study are far-reaching. This study should providécgmakers with insights into what
determines trust in banks. While many factors dised here relate to values that are
hard to change in society, policymakers retain rabnover a number of potential
determinants of trust in banks, including depogaatections and bank market structure.
The rest of the article is structured as followgct®n 2 reviews the related
literature on the determinants of general trust &mdt in banks. Section 3 provides
measures of trust in banks at the country levetti@e 4 presents the determinants of
trust in banks. Section 5 displays the main estonat performed to explain trust in
banks. Section 6 presents the estimations forivelatust in banks. Section 7 concludes.

2. Related literature

Trust can be defined as “a remarkably efficientrikdnt to economics exchange that
reduces complex realities far more quickly and ecainally than prediction, authority,
or bargaining” (Powell, 1990; cited by Carbo-Valder Maqui-Lopez and Rodriguez-
Fernandez, 2013). The role of trust in the econbas/been stressed by Arrow (1972) by
pointing that “Virtually every commercial trans@ct has within itself an element of
trust, certainly any transaction conducted oveerog of time. It can be plausibly argued
that much of the economic backwardness in the waoald be explained by the lack of
mutual confidence”. North (1990, p.54) supports thew by claiming that “The inability
of societies to develop effective, low-cost enfoneat of contracts is the most important
source of both historical stagnation and contenrgowmderdevelopment in the Third
World.”
Our focus is on trust in banks which is hard toliextty define since individuals

can have various issues in mind when asked abeirtldvel of confidence in financial
institutions. Therefore trust in banks combines domfidence of individuals in the

stability of financial institutions (includes e@pnfidence in the deposit insurance scheme



and in the supervisory authorities) and also tbenfidence in the honesty of bankers, as
well as individuals’ perceptions of the role of kanin the economy formed by
individuals’ political and/or religious values.

Naturally, trust in banks might be related to trirstmoney. Money is a social
construction which favors transactions and whichased on trust as stressed by Ingham
(2000, p.29): “the effectiveness of money as aestdrvalue is based, to an important
degree, on a commitment to a course of action ithétased on trust that others will
continue to accept our money.” Therefore, as olesktwy Kaelberer (2007), “trust in
money involves a risk in the sense that there €xistabsolute guarantee that society will
continue to accept money in future exchanges”.a lbroader perspective on trust in
money, Anjos (1999, p.684) mentions that “trustthe stability of the relations of
representativeness and convertibility between #seta that perform the functions of
money is therefore a convention shared among thtsedecide to establish monetary
contracts”. These concepts of stability and corilvidity make trust in money susceptible
to inflation by eroding the value of money andrgst in authorities from the perspective
of their efforts to preserve the value of money.

Trust in money therefore shares similarities witlst in banks because trust is
banks is also influenced by convertibility (of baskposits) and by stability (to preserve
in a broader sense the assets and liabilities 0k bhents). Trust in money nonetheless
differs from trust in banks because inflation daes exert the same impact on the latter
one since banks can propose interest rates inderethflation. Moreover, banking
system can be well developed in countries with llewels of trust in banks as we show in
this study. The reason for this is the multidimensl definition of trust in banks which is
not limited to confidence in the stability of finaal institutions but also includes
elements like personal opinions on the honestyaokérs or the attitude towards market
economy.

Most recent studies on trust focus on general tfiust interpersonal trust), and
generally share the view that trust contributee¢onomic growth (Knack and Keefer,
1997) and financial development (Guiso, Sapienzd,Zangales, 2004).

We restrict our survey of this abundant literattoestudies that provide relevant

findings for our research question. These papdrsnfa two categories: studies on the



determinants of general and institutional trustg @mgle-country studies on trust in
banks.

The first category of relevant studies deals witedminants of general trust. They
note that trust in banks can be influenced by #mesfactors as the other forms of trust in
a society. In other words, a general distrust cade=trust in banks. They also identify
sociodemographic characteristics and empirically ¢ertain values variables.

Alesina and La Ferrara (2002) provide an investgabf the determinants of
general trust with individual data for US for theripd 1974-1994. They consider factors
affecting the individual, both sociodemographic gaggender, education, family
attributes, income, race, and recent traumaticrexpees) and cultural (religious beliefs).
They also take into account the characteristigh@fcommunity in which the individual
lives, particularly the degree of racial integratim the community and the crime rate.
They find that the strongest factors that contebiat the deterioration of trust are those
associated with recent traumatic experiences anmegibers of groups that have
historically been discriminated against, livingdrracially mixed community, and lower
economic success through lower income or educalierestingly, they do not observe
a significant influence of religious belief on ttus

Bjornskov (2007) extends the analysis of the deteants of general trust with a
cross-country investigation using country-level adafThe explained variable is the
average level for general trust at the country llegained from the World Values
Survey waves of 1997 and 1999-2001. The set ofnpatedeterminants includes
institutional variables (rule of law, monarchy)came variables (level and inequality),
demographic variables (age structure, populatin@)siand religion variables (the shares
of Catholics, Protestants, Muslims, and people riggiay to an Eastern religion such as
Hinduism and Buddhism). Regarding religion, Bjormgk(2007) finds a positive
association for trust with Eastern religion adheeeand a negative one for Catholics and
Muslims. For the rest, few variables are significavith a negative influence of income
inequality on trust and no significant impact ofame per capita.

Guiso, Sapienza, and Zingales (2003) provide a dbliogestigation into how
religion affects economic outcomes. Using the Wafddues Survey waves, they test the

relation between religion and a large set of vaembmeasuring attitudes toward



cooperation, legal rules, market economy, andtthe$s in individual-level estimations
performed with country fixed effects. Religion isnsidered in terms of religiosity and
religious denomination.

Religious people tend to be more trusting, regasll® whether they are passive
believers with a religious upbringing or activesfigious. Trust is high among Catholics
and even more so among Protestants. Regarding db®dsmographic variables
considered as control variables, the authors fired &ge, education, and income favor
trust, while gender has no significant influenceeTauthors conclude that religiosity is
associated with economic attitudes conducive to@agaic growth.

The second category of studies presented in thigeglcontains single-country
studies on trust in banks. Knell and Stix (201%)estigate shifts in trust in banks for a
sample of Austrian individuals from 2004 to 200%t® come from a representative
survey conducted by the Austrian National Bank gwgrarter among 2,000 individuals
interviewed face-to-face, who are representativeale Austrian population aged 15 and
over, while the authors restrict the sample to gessaged 18 or older. As an initial
observation, they note that trust in banks detat&at significantly during the financial
crisis. They then examine the determinants of tmsbanks by testing the potential
influence of a large set of sociodemographic chargtics that might affect trust in
banks. These characteristics include gender, adeca@on, marital situation, and
employment status. They further consider subjectraeiables such as how survey
respondents personally assess their financialtgtuand perceive inflation, as well as
political preferences using strength of party &tfibn from left to right.

The sociodemographic indicators reveal higher tinsbanks among younger
people, people with children, separated people,vamten in some cases. Interestingly,
the authors do not observe an influence from edutatooking at subjective factors, the
more positively an individual appraises his or fieancial situation and the greater the
confidence expressed in price stability, the highe respondent’'s trust in banks.
Regarding political preferences, Knell and Stix 2D show higher trust in banks for
people with strong attachments to either the maifh or right party than people
unconnected to a party or affiliated with some oiberty. Looking closer at those with

the strongest main party attachments, greater imuisanks is shown for people with a



right-wing orientation.

Sapienza and Zingales (2012) analyze the evolutibrrust in the financial
system for US households during the recent finareriais. Data come from a survey
conducted by Social Science Research Solutions mpiesentative sample of 1,034
households in December 2008. Respondents ranked léwel of trust in various
institutions and people from 1 to 5. The averagsoase of 2.65 for trust in banks
indicated that banks were perceived as more trusittywadhan the stock market, the
government, large corporations, or bankers, bt testworthy than people in general.
Respondents mentioned that their trust in banks dwagpped in the three months
preceding the survey.

To analyze conditions under which people might lasst in banks, Jansen,
Mosch, and van der Cruisjen (2014) use data on02[&@ch households in 2010 and
2012. They come from two surveys, the first onedhelJuly 2010, the second one in
July 2012. These surveys are based on questiosrsare to the members, all aged 16 or
older, of an internet-based survey among the Dyopulation. They propose eight
hypothetical scenarios associated with the findrmigis and ask respondents if these
scenarios, which include negative news, governrrgatvention, lack of transparency,
and governance issues, might erode their trusamk® They first try to determine the
type of event that hampers trust in banks. Theyn thmvestigate if household
characteristics such as age, education, and incaraegflected in an erosion of trust in
banks. They find that trust in banks is stronglynpared by events such as the revelation
of large bonuses for bankers, negative media repartd opaque product information.
Household characteristics generally do not infl@ereactions.

Carbo-Valverde, Maqui-Lopez, and Rodriguez-Fernan®913) examine how
bank characteristics influence trust of customarsheir bank in Spain. They use data
from a nationally representative survey of 1,60hkbaustomers based on telephone
interviews done in January 2009. They considerabdes associated with customer
perception of characteristics of their bank such edfectiveness, sensitivity, and
commitment. They include a set of sociodemograiiaracteristics (age, education,
gender) to explain trust in banks, and find evidetitat customer perception of bank

characteristics influences the customer’s levetro$t in banks. Even so, their results



overall do not support the influence of sociodemapbic characteristics on trust in
banks.

Stevenson and Wolfers (2011) provide an investgadif the evolution of trust in
various forms of institutions, including banks metUS, from 1972 to 2010. They use
data from a series of 35 annual Gallup surveysust in institutions that includes banks,
the US Congress, big business, the US Supreme ,Gndtnewspapers. These surveys
were asked each year to around one or two thousahdduals. They examine the
cyclicality of trust in these institutions by regsing trust measures on the unemployment
rate. The overall unemployment rate exerts a sggmt and negative impact on trust
measures that is particularly pronounced for triasbanks. This finding, they say,
accords with the hypothesis of pro-cyclical confide in institutions.

In summary, there are no cross-country studiessiiyeging trust in banks and
only a few studies on trust in banks that existster a single country and tend to focus
on the evolution of trust in banks in troubled tsn&loreover, as features specific to the
country may affect the results, the evidence thegvide on the influence of
sociodemographic characteristics on trust in basksnited. They do not investigate the

influence of individual values on trust in banks.

3. Country measures of trust in banks

In this section, we document the level of trusbanks across the world based on data
from the most recent wave of the World Values Surviehe survey, which relies on a
sample of people in 60 countries during the pe6d0-2014, asks individuals about
their perceptions of life and institutions. Eachuwcty is left with a representative
national sample of its population. Therefore, @bple have been questioned including
both the ones with and without access to banks.slineey does not focus precisely on
trust in banks and aims at being representatiwal ofivestigated countries. Six waves of

this survey have been conducted since 1981. Theé mosnt wave, which includes 258



survey items for 60 developed and developing ceesitisaw the addition of question
V121. The question drew responses on trust in bonks2 countries. It asks:

Could you tell me how much confidence you haveainksr Is it a great deal of
confidence (1), quite a lot of confidence (2), ety much confidence (3) or none
at all (4)?

We use these responses to create the varifabst in banksn 52 countries for which we
have available information for trust in banks. Wavérecoded the four answers so that 1
translates to lowest confidence in banks and 4giedst confidence in banks.

We aggregate the answers of respondents for eaafitrgoto provide a cross-
country comparison of trust in banks. Table 1 digplthe national mean values of trust
in banks. We observe large differences across deanin trust in banks with values
ranging from a low of 1.77 for Spain to a high d@8for Uzbekistan.

A first glance at the values by country suggests tountries with high income per
capita have lower trust in banks. After Spain, ¢bantries with the lowest mean trust in
banks are Germany (1.96) and the Netherlands (208) the opposite tail of the
distribution, we observe that Uzbekistan is joimethe high confidence group by Ghana
(3.15) and China (3.05).

We further report information for trust in banks bgnsidering differences in
gender, age, income, and education, for each cpumtiTable 2. This allows us to
provide an initial view on the relation between iidual characteristics and trust in
banks.

For each country, we report the mean level of timsbanks for each criterion.
Gender is considered by comparing male and fenesjgondents and age by comparing
respondents aged 40 or older and those younger 4B8anincome is analyzed by
comparing respondents in income decile groups af &ove to those in income groups
below 5 (based on respondent’s self-reported lefglcome on a scale from 1 to 10 with
1 being the lowest income decile and 10 the higimstme decile in the country).
Finally, education is taken into account by compariespondents with full secondary or

tertiary education to other respondents.
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For the majority of our survey countries (33 of &&untries), we observe that
women trust banks more than men. We also find ybahg people have higher trust in
banks than older people in most countries (32 cas)t Income seems clearly related to
trust in banks; low-income individuals tend to triienks more than those with high
income in the vast majority of countries (46 coiady. The impact of education is not
very clear in this univariate analysis, howevediViduals with secondary and tertiary
education trust more banks than the others in dfathe countries, while the opposite
result is observed in the other half.

The analysis of country means is completed withaherage values for country
groupings reported in Table 3. We gather countbased on four criteria: income,
occurrence of a recent financial crisis, preserfaexplicit deposit insurance, and rule of
law. This breakdown provides our initial look atetmelation between country-level
variables and trust in banks.

We rely on the OECD classification in designatingame groups. The mean value
of trust in banks tends to increase with decreasingme per capita and the mean level
of trust in banks in high-income countries is siigaintly lower than in middle-income
and low-income countries. This somewhat countertine association between income
per capita and trust in banks may reflect to theaioh of the recent financial crisis that hit
developed countries particularly and likely damatyadt in banks.

To provide evidence for this interpretation, wepthy values for trust in banks by
comparing countries that have suffered a receantiial crisis against those that did not.
We take into account the occurrence of a finanmiais in the recent years based on the
database of Laeven and Valencia (2012). The meahitr banks is significantly higher
in countries with no financial crisis (2.64) thandountries with a financial crisis (2.28),
supporting the view that country levels of trusbamks are influenced by the occurrence
of a recent financial crisis. This finding also dsrto corroborate the interpretation that
the negative association between income per capitatrust in banks may reflect the
impact of a recent financial crisis on trust in k&m high-income countries.

Relying on the information of Demirgl¢-Kunt, Kanand Laeven (2013), we
consider whether the presence of an explicit de¢fposirance scheme influences trust in

banks. Notably, we find a significantly higher meadue of bank trust for countries
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without explicit deposit insurance schemes (2. F@ntfor those with explicit deposit
insurance schemes (2.52). Again, given that ani@xmeposit insurance scheme is
intended to increase trust in banks by reducingettigected losses for depositors, this
observation might seem surprising at first glaridewever, such schemes also enhance
moral hazard issues in the banking industry (Deigitijunt and Detragiache, 2002;
Karas, Pyle and Schoors, 2013) and can thus catgrito the emergence of financial
crises and harm trust in banks.

Finally, we compare the mean value of trust in Isafde countries that differ
according to a rule-of-law variable. We use the M/dank’s rule-of-law indicator,
which ranges from -2.5 to 2.5, comparing countrigth a negative indicator values to
those with positive ones. Interestingly, countrigth a negative indicator tend to have
significantly higher trust in banks than those withsitive indicator values.

4. Determinants of trust in banks

In this section, we develop our hypotheses fordbterminants of trust in banks. We
consider four groups of factors that might potdiytianfluence trust in banks:
sociodemographic factors, religious values, pdallti@nd economic values, and country-

level variables.

4.1 Sociodemographic indicators

Our sociodemographic factor determinants are tdf@n former studies on trust
generally and trust in banks specifically. For gamave include a dummy variable equal
to one if the individual is a femal&€malg. Marital situation is measured with a dummy
variable equal to one if the respondent is margMdrried). Ageis defined as the age of
the respondent in years.

Education is accounted for by considering a dumm@ayable equal to one if the
individual has secondary or tertiary educatidgdycatior). The variable Income

measures the self-reported income decile of thporetent relative to incomes in the
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respondent’s country ranging from the lowest dedi)eto the highest (10). The response

is based on this statement:

On this card is an income scale on which 1 indisatee lowest income group and
10 the highest income group in your country. Weldibke to know in what group

your household is.

Access to information is a major determinant inficieg trust in institutions.
Information access fosters the spread of informagibout the economy, financial crises,
or financial scandals. We include three variabless dccess to information related to
newspaper Newspapey, television Television, and the internetlifterne). They are

based on responses to the statement:

People learn what is going on in this country ahd world from various sources.
For each of the following sources, please indicateether you use it to obtain

information daily, weekly, monthly, less than mgntr never.

Dummy variables are set equal to one if the responhdnswers 1 for daily and zero

otherwise.

4.2 Religious values
We take into account religious values by eitheroaating for religiosity or
religious denominations. Religiosity is defined the dummy variabléreligious and

based on the question:

Could you tell me whether you are an active memdoeinactive member or not a

member of a church or a religious organization?

The variable is equal to one if the respondent ansithat he or she is an active member
and zero otherwise.
Religious denomination is determined by the respdashe question:

13



Do you belong to a religion or religious denomimei? If yes, which one?

The World Values Survey offers roughly 50 possibfgions to this question. Most
options drew very few responses (e.g. three regsofes the “Sikh” option). To provide
a relevant investigation of the influence of redigitypes on trust in banks, we have first
gathered close religious denominations togethdotm wider religion groups. Various
Protestant affiliations and Muslim affiliations veegrouped.

We create seven dummy variables equal to one ifeigondent declares that he or
she belongs to one of the following religious demations: Catholic, Protestant,
Orthodox, Muslim, Hindu, Buddhist, No religioRrotestantis used as the omitted
variable since we find particularly relevant toeirgret the relation of the other religious
denominations with trust in banks in line with tkerge literature investigating the
relation between Protestantism and economic a##tu@.g., Becker and Woessmann,
2009). These eight categories comprise the vastrityapf respondents in the sample.
All the other religious denominations with a smalimber of respondents are reported as
Other religion

Religious denominations influence trust in banksntyathrough two channels.
First, religious denomination can impact trustaisty or its institutions. Putnam (1993)
argues that hierarchical religions create vertxaalds of obligation in society that do not
favor horizontal ties between people and thus disage trust. La Porta et al. (1997) find
evidence to support this view with a negative asson between general trust and the
dominance of a hierarchical religion in a counttyiefarchical religions here are
Catholicism, Orthodox Christianity, and Islam). Bjskov (2007) builds on Max
Weber’s insight that general trust should be higinenon-hierarchical religions that
promote a sense of individualized responsibilitydded, we expect to observe greater
trust in society in general for these three rehgioelative to Protestantism and the major
Asian religions (Hinduism and Buddhism). This carttier influence trust in banks.

Second, religions differ in their views about chaggand paying out interest that
may color how believers view banking. Islam protibthe charging of interest

altogether, resulting in the emergence of finantiatitutions and instruments designed
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to comply with the financial principles of IslamCatholicism prohibited interest for

centuries, and this view may still color attitudgsadherents toward banks. On the other
hand, Protestantism has never held negative viewsharging interest, so Protestants
could see banks in a positive light. We therefotpeet trust in banks generally to be

lower among Catholics and Muslims.

4.3 Political and economic values

In accounting for the influence of political andoeaomic values of individuals, we
postulate that individuals with a positive attitudevard the market should trust banks
more than those with anti-market sentiments. Asteking industry plays a critical role
in modern market economies, opposition to the maskexpected to be associated with
rejection and distrust toward banks.

We employ four variables to account for politicaéferences of individuals. We
include two variables on ecological preferences #medimportance of helping society
which proxy altruism, and two variables on impodarof wealth and on preference for
democracy which account for the perception of aketaeconomy and of a democracy.

Ecologyis a dummy variable equal to one if the responddws ecological
preferences and zero otherwise. This is based @rchbice of response to the survey

guestion:

Here are two statements people sometimes make dvb@amssing the environment
and economic growth. Which of them comes closgodo own point of view?
-Protecting the environment should be given pngriéven if it causes slower
economic growth and some loss of jobs.

-Economic growth and creating jobs should be thp twiority, even if the

environment suffers to some extent.

Ecologyis equal to one if the respondent chooses the stegement, and zero if the

L All countries in the sample have banking industtieat contain a majority of conventional banks tha
charge and pay interest. Only two countries (Inagh @udan) have fully Islamic banking industries el
are not sample countries. As a consequence, trusnks in all countries of the sample is mainlstrin
conventional banks. Religious views on interest cficourse, still influence trust in banks.
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respondent prefers the second statement.
Wealth measures importance of wealth for the respondént based on the

response on a scale from 1 to 6 to the statement:

It t is important to be rich, to have a lot of mgrand expensive things

We recode the answers such that 6 means very muthef respondent.
Help societymeasures importance to the respondent of helmogty. It is based

on the response on a scale of 1 to 6 to the stateme

It is important to do something for the good ofistyc

We recode the answers such that 6 means thatshengent gives most importance to
helping society.

Democracymeasures the preference of the respondent for dacy It is an
ordinal number from 1 to 10 with higher values fpeater preference for democracy

based on the question:

How important is it for you to live in a countryathis governed democratically?

Economic values are accounted for by includingdhvariables related to attitudes
toward the market and the state in the econdmgquality measures how much the
respondent agrees on a scale from 1 to 10 (withm&@ning full support) with the

statement:

We need larger income differences as incentivemébvidual effort.

Government roleconsiders the preference for the influence of gawent
ownership in the economy. It is based on the redgiot's agreement on a scale from 1 to
10 (with 10 meaning full agreement) with this staéat about government ownership in

the economy:
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Government ownership of business and industry shoelincreased

Competition harmfulmeasures how negative the respondent is for isetea
competition in the economy. Rejection of competitis measured on a scale from 1 to
10 (with 10 meaning complete agreement with theestant):

Competition is harmful. It brings out the worstgeople.

4.4 Country-level variables

In addition to the individual variables, we alsalude four country-level variables
to examine the potential influence of country clhtgastics. We restrict the number of
country-level variables as our dataset only inctud&ta from 52 countries. In this setting,
we are unable to include large number of countyell@ariables and must rely instead on
variables available for the majority of the couegrin our sample. We focus on four key
country characteristics related to economic devekg and financial environment.

We take into account the level of income of thentpuby including the level of
income per capita measured witBDP per capitafrom the World Development
Indicators. We consider the occurrence of a firanaiisis, since this event can impact
the confidence in financial institutionSinancial crisisis a dummy variable equal to one
if a country had a financial crisis in the receets and zero otherwise. This dummy is
based on the information from the Systemic Bankirgses Database of Laeven and
Valencia (2012). We take into account the presefi@deposit insurance scheme, since
such schemes are in place to support confidentieeilanking system by reducing the
likelihood of bank runsDeposit insurancas a dummy variable equal to one if the
country has a deposit insurance scheme and zeeswotle. This information is taken
from Demirgic-Kunt, Kane, and Laeven (2013).

We consider a measure of bank concentration siackithg structure can influence
the level of trust in banks through multiple chdsnéligher bank concentration may
reduce incentives for banks to promote their prtxlwnd reduce trust in banks by

allowing banks to charge higher prices and redwoess to credit. On the other hand,
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greater bank concentration could be perceived agiy® for trust in banks. Individuals
can have greater confidence in large financialtungins that are perceived as “too big to
fail”. Bank concentratiois measured by the share of the assets of thdaigest banks
in total commercial banking assets of the coundgta are extracted from the Global
Financial Development Database.

We stress here that no country-level measure d¢itutisnal quality (e.g. Rule of
law) is included, because these measures are Btrooigelated with income per capita.
Country-level variables are considered as the noédhree years before the survey was
conducted in a given country.

To complete the set of tested determinants, weudecinterpersonal trust in some

specifications. This is based on the survey’s garaist question:

Generally speaking, would you say that most pecgtebe trusted or that you need
to be very careful in dealing with people?

We set the dummy variab@eneral trustequal to one for a response of “most people can
be trusted” and zero otherwise. This variable hesnbadded to examine whether the
general level of trust between individuals is agged with trust in banks. We perform
estimations with and without this variable to chei€kits inclusion affects tested
determinants of trust in banks.

Descriptive statistics for all variables used im estimations appear in Table 4. The

correlations of these variables are reported irlef'ah and Table 5b.

5. Results

This section presents the results on the detertgnaintrust in banks. We complement
estimations performed using an ordered logit medt#d an analysis of marginal effects.

We test the sensitivity of the results with logibael estimations.

5.1 Main estimations
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To explain trust in banks, we employ an orderedtlogodel. The dependent
variable isTrust in banksa discrete variable with values between 1 afd 4.

We consider five specifications including differesgts of explanatory variables to
test the influence of the determinants and to obrior the sensitivity of our results.
Specification 1 only includes the main individudlacacteristics. Specifications 2 to 5
add various political and economic values. They m@aynay not include a general trust
variable and account for religion either by relgjtg or religious denomination.

Table 6 displays our main estimations. Country{leriables are included in all
estimations. Table 7 provides the estimations wiahntry dummy variables replacing
country-level variables to check robustness offmalings.

Gender. We start our analysis by examining the impact oficdemographic
factors. Regarding the evidence that women truskdanore than men, Knell and Stix
(2015) find supportive evidence in Austria, whil@arBo-Valverde, Maqui-Lopez, and
Rodriguez-Fernandez (2013) observe no gender effedtust in banks in Spain. This
finding comports with a large set of studies thatfoem the impact of gender on financial
decisions (e.g. Barber and Odean, 2001; Beck, Behd, Guttler, 2013), and has
important policy implications in light of recentusiies on financial inclusion that show
men tend to have more bank accounts than womenAken et al., 2012). In countries
with this gender effect, enhanced financial in@asbf women could contribute to higher
level of trust in banks and thereby increase firarstability.

Age. Trust in banks decreases with age. This resuitagcordance with what Knell
and Stix (2015) observe for Austria.

Marital status. The variableMarried is not significantly linked to trust in banks, so
marital status likely is irrelevant to the issudrofst in banks.

Income. Individuals with higher income tend to have higtresst in banks. Even if
income at the aggregate level does not contributagher trust in banks, income at the
individual level matters. This can be explainedrbgre frequent interactions with the
bank or better bank-customer relationships withhhiiggome clients. It can also result

from the generally higher trust of people with leghncome, which is in line with the

2 We test and confirm that the cutoff points amoiifigtent outcome categories are significantly diéfiet
from each other.
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finding of a positive association between incomel &must by Guiso, Sapienza and
Zingales (2004). Alesina and La Ferrara (2002) &iso that lower economic success
hampers trust.

Education. A higher level of education tends to deterioratisttin banks. Notably,
the coefficient ofEducationis negative in all specifications. While it is sifyrant in all
estimations with country dummy variables, it isyosignificant for one specification
with country-specific variables. This result divesgfrom the observations for trust in
single-country studies for Austria (Knell and StBQ15) and Spain (Carbo-Valverde,
Maqui-Lopez, and Rodriguez-Fernandez, 2013). Neghely finds any relation between
education and trust in banks. A possible explanabiothis result is that better educated
people have a clearer understanding of financiathaeisms and are more likely to
become skeptical of banks.

Access to information. We observe that the influence of access to infaona
differs strongly depending on type of access. Dadgess to television enhances trust in
banks, i.eTelevisionhas a positive and significant coefficient in aditimations. Daily
access to the internet, in contrast, has the ofgpeffiect, i.eInternetis negative in all
estimations, with a significant coefficient onlysaoved with the inclusion of country-
specific variables. We find limited support for thesitive influence of daily access to
newspapers, i.e. the positive coefficient fdewspaperis only significant in two
specifications with country dummy variables. Thisdings support the view that access
to information can be beneficial or detrimentatrigst in banks, depending on the means
of access. Access to television or newspapers ostgrftrust in banks because financial
institutions use these communication channels twige information on their products
and because authorities use these particular ntedidisseminate views that boost
confidence in the financial system. Conversely, ibgative influence of internet access
suggests banks are less likely to favor this comaation channel for promoting their
products. Moreover, regulation of internet speesHower than in more established
media, making it a better platform for spreadingat&ve sentiments or rumors about
financial institutions.

Religion. Overall, our evidence supports the notion thagiels values influence

trust in banks.
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Our first finding is that religiosity contributes higher trust in banks, i.&eligious
has a positive and significant coefficient in adtimations. In other words, religious
people tend to trust banks more than non-religmeaple. This parallels with the finding
of Guiso, Sapienza, and Zingales (2003) that @ligipeople tend to be more trusting.
Religious people seem to trust more individualbamks.

Our second finding concerns the impact of religidesomination on trust in banks.
Recalling that the Protestant denomination is thmeitted category, we detect a
significantly negative coefficient foNo religionin all estimations, i.e. atheists tend to
have lower trust in banks than Protestants. Hindusontrast, appear to have higher trust
in banks than Protestants, i.e. we find a signifilygpositive coefficient foHindu.

We find support for lower trust in banks for Cathsland Orthodox people relative
to Protestants, i.e. the coefficients @atholicandOrthodoxare negative and significant
in the main estimations with country-specific vales. The coefficients are not
significant in estimations with country dummy véulies.

We obtain support for higher trust in banks for Bhidts than for Protestants, i.e. a
significantly positive coefficient foBuddhistin the main estimations with country-
specific variables. But again, the coefficients aem positive only to lose their
significance in estimations with country dummy ahies.

We find limited support that Muslims have higharstrin banks than Protestants,
i.e. Muslimis not significant in specifications performed hwiountry-specific variables,
but positive and significant in specifications wathuntry dummy variables.

Overall, we find evidence of differences acrosggrelis denominations in trust in
banks. These differences correspond roughly witlh predictions. Following the
arguments from Putnam (1993) and evidence fromdrgafet al. (1997) that hierarchical
religions depress trust in institutions, we expeéctifferences between hierarchical
religions (Catholicism, Orthodox Christianity, atsiam) and other religions concerning
trust in banks. Therefore, the three hierarchiehdgjions should be associated with lower
trust in banks. Indeed, we find such evidence Vaitter trust in banks for both Christian
hierarchical religions (Catholicism and Orthodoxri@hanity) relative to Protestantism.
We also find that non-hierarchical Hinduism is asat@d with greater trust in banks. We

do not observe, however, the expected reductitrugt in banks for Islam.
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Different perceptions concerning the charging aaving interest among religions
could have some influence but we do not observéese in line with this hypothesis —
Muslims have about the same level of trust in baask#$rotestants, despite the fact that
Protestantism has never had a negative view omesttewhile Islam still prohibits the
charging and paying of interest.

Political and economic values. Our overarching conclusion is that political and
economic values influence trust in bankée find a positive and significant coefficient
for Wealth and Help society which means that individuals who place importance
wealth and helping society tend to trust banks mGmeater preference for democracy
tends also to be positively associated with tradbanks, even if the positive coefficient
of Democracyis only significant in estimations with countryrdmy variables. The only
non-significant variable for political values kEcology We find no association between
environment concerns and trust in banks.

The analysis of the relation between economic ke trust in banks supports
the view that positive attitude toward the marlseassociated with higher trust in banks.
In all estimations, we observe a significantly p@si coefficient forinequality and a
negative one fo€Competition harmfylmeaning that individuals who favor inequality and
hard work are more trusting toward banks. In addijtithe coefficient folGovernment
role is negative in all estimations and significantal but two specifications with
country dummy variables, suggesting that individualho prefer lower government
ownership in the economy have a higher degreeust tn banks. These results indicate
adherence to market-economy principles and econbbecalism contributes to higher
trust in banks.

Interpersonal trust. We conclude our analysis of individual determinanigh
interpersonal trust. Inclusion of a general trumtable does not influence the results for
the tested determinants of trust in banks. We dipasitive and significant coefficient for
General trustin all estimations including this variable. In ettwords, people more likely
to trust each other are also more likely to trushks. Both findings are of interest
because they show a positive association betweerparsonal trust and trust in banks.

However, both dimensions of trust do not necessahiére the same determinants.
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Country-specific variables. The analysis of these variables shows that otiexe
variables only the occurrence of a financial crigisthe recent years significantly
influences trust in bank&inancial crisisis negative in all estimations with a significant
coefficient in three specifications. Therefore, tieeurrence of a recent financial crisis
has a negative impact on trust in banks, whiclm inie with the findings from Sapienza
and Zingales (2012) in the US and Knell and StB&) in Austria.

The estimated coefficients concerning the threerottariablesGDP per capita,
Deposit insuranceandBank concentratiomre not significarit These results suggest that
the existence of an explicit deposit insurance sehethe level of bank concentration,
and income per capita, do not influence trust imkisa

These findings complement the results observetdearunivariate analysis on mean
trust in banks by group of countries. Only the eooeoce of a financial crisis has an

impact when individual variables are taken intocact.

5.2 Analysis of marginal effects

To determine the economic significance of our fsswe compute the marginal
effects following the ordered logit estimations. Whhe estimated coefficients reported
in Table 6 indicate statistical significance ané gign of the effect, marginal effects
indicate the magnitude of the effects as a pergenpaint change in probability of falling
within a certain outcome category. For simplicitye only report in Table 8 the marginal
effects for positive trust in banks, i.e. answaduding categories 3 and 4 for “quite a lot
of confidence” and “great deal of confidence” imks In case of dummy variables, the
marginal effects are based on a change of one agteand for other variables the
marginal effects are based on a change of oneathiéviation.

In the majority of cases, the marginal effects di change significantly for
different specifications. Let us consider the speation number 5 that includes all the
individual variables as well as religious and coyntariables. We discuss only the
variables for which estimated coefficients werengigant in our main estimations.

Among sociodemographic characteristics, being a amomcreases the probability of a

% These results do not change even if we includgradtive country-level variables e.g. inflation me=d
by CPI instead of GDP per capita.
* Marginal effects for all four categories sum ufto

23



response in category 4 by 1.6 percentage pointavaenage and in case of positive
confidence in banks (both category 3 and 4) byp2r@entage points. The marginal effect
is the same in case of accessing the informatiam television. The negative impact for
internet in category 4 is slightly higher (1.7 partage points). In the case of continuous
variables, however, increasing income by one stahdeviation increases the probability
that the respondent will give a category 4 respaysamost 1.9 percentage points, while
increasing age by one standard deviation decreasgsrobability of high trust in banks
by 1.3 percentage points.

Variables accounting for religious values exhibigher marginal effects than
sociodemographic ones. Being religious increasestterage probability of response in
category 4 by 5 percentage points. When analyziffigreint religions, the highest
positive effect is found for Hindu (9.9 percentggents) and the largest negative effect
for orthodox religion (-5.6 percentage points).

Out of political and economic values variables higvel of general trust
increases the probability of high trust in banks By percentage points. Out of
continuous variables the largest effect is obsefeedariable concerning inequality for
which increasing by one standard deviation incredbe probability of high trust by
1.5 percentage points.

Country-specific variables are represented by tlymifecant coefficient for
financial crisis. For respondents from countrieshwiinancial crisis the probability of
high trust decreases by 4 percentage points orag&eiThis magnitude is quite high
when comparing it to the magnitudes for other \@es and only religion variables

exhibit higher marginal effects.

5.3 Estimations with logit model

As a robustness check, we run a logit model instéatie ordered logit one. The
dependent variable in this case is the dummy vigridigh trust in banksequal to one if
the respondent has a great deal of confidence it guot of confidence in banks, and
zero if he has not very much confidence or nonallatWe consider the same five

specifications as in the main model and includentgtlevel variables in all estimations.
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We display the results in Table 9. Overall, we obse¢he same findings when applying
the logit model as the results for the orderedtlogidel.

For sociodemographic indicators, we still find tvamen and individuals with
higher income or access to television trust banksremwhile older people and
individuals with access to internet trust less. &ldenot find support for the influence of
education, which obtained very limited support Ire testimations with country-level
variables with the ordered logit model.

Regarding religious values, we show that religio$iisters trust in banks. Overall
the results for the impact of each religious demation still hold true with the
exceptions that the coefficients fGatholic andOrthodoxare significantly negative and
those forHindu andBuddhistare significantly positive. However, we now obseavlack
of significance for the negative coefficientldéb religion Hence, the finding that atheists
trust banks less than Protestants does not renadich when transforming trust in banks
in a binary variable and applying a logit model.

For political and economic values, we obtain theedindings as with the ordered
logit model. We find evidence for a positive angrgiicant coefficient foWealth Help
Society and Inequality, while the coefficient forGovernment roleand Competition
harmful is significantly negative.Ecology and Democracydo not have significant
coefficients. Moreover, we still find that genetalst exerts a positive and significant
impact on trust in banks.

The main conclusion about estimations performeth wie logit model is that they
generally corroborate the main findings obtainethwie ordered logit model and thus

strengthen the robustness of our conclusions.

6. Explaining relative trust in banks

So far we have examined only the determinantsust tin banks. A natural follow-up

query is whether a determinant of trust in banky mafact be a determinant of trust in
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institutions in general. Here, we extend our anslyy examining the determinants of
trust in banks relative to trust in institutions.

To this end, we create the variaBelative trust in bankslefined as the difference
between trust in banks and trust in courts. We idengrust in courts a relevant indicator
of general trust in institutions. The judicial syt is a key element of institutions as
shown by literature on quality of institutions ugirule of law and measures for law
enforcement, since it contributes to guarantee th@trules of society are respected.
Alternatively, trust in government or in the panfiant could be misleading as political
preferences can increase or decrease distrustddh@se representativeBrust in courts

is based on the survey question:

Could you tell me how much confidence you haveounts: Is it a great deal of
confidence (1), quite a lot of confidence (2), waty much confidence (3) or none
at all (4)?

We recode these four answers so that 1 indicatessloconfidence in courts and 4 the
highest confidence in courts.

We redo our estimations so that we consiBefative trust in bankss the new
dependent variable. This ordinal variable rangesmfr3 to 3. We perform estimations
with an ordered logit model.

The objective of these estimations is to identifigether the tested determinants
have the same influence on trust in banks andivelatust in banks. If a significant
coefficient in estimations for trust in banks cesase be significant when explaining
relative trust in banks, it would indicate the detmant has an impact on trust in
institutions in general, but not trust in bankscfieally. Symmetrically, any significant
coefficient in the estimations for relative trustbanks would support the view that the

tested determinant has a specific impact on trusainks.

® We nevertheless consider alternative measurelatfve trust which is defined as the differencevizsn
trust in banks and average trust in in the couhts,government, the police, and the armed forche. T
estimation results are in line with the reportesutes for relative trust.
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Table 10 displays our main estimations and incluntesmtry-level variables in all
estimations. Table 11 provides the estimations watntry dummy variables to check
the sensitivity of the results to this specificati©ur main conclusions are as follows.

First, the influence of sociodemographic indicatrengly differs when comparing
relative trust in banks to trust in banks. Only aeterminantAge has the same impact
on trust in banks and on relative trust in banks. serve again a significantly negative
coefficient forAge which means that older people are less trustinganks in absolute
terms but also in relative terms with regard to rtouUndoubtedly, there is distrust
toward banks for older people. We find some evidenica positive impact from income
and being a woman, i.e. richer individuals and wonmave greater trust in banks
generally and relative to courts. However, the tpasicoefficients are only significant in
a few estimations. The same conclusion standsferriet access, i.ternetis always
negative, but significant only once.

Daily access to television is not significant irpining relative trust in banks, but
positive for trust in banks. This suggests thas #gcess favors trust in institutions as a
whole, but not banks specifically. We also obsexrvegative coefficient for daily access
to newspapers, which is significant in estimationgh country dummy variables. This
finding differs from the positive influence of daiaccess to newspaper when explaining
trust in banks. It somewhat supports the view tialy access to newspapers erodes the
confidence individuals in banks relative to indttns generally.

We observe no significant impact of education datiree trust in banks, even if it
has a negative impact on trust in banks. In otherdg; education tends to hurt trust in
banks in a manner similar to how it hurts trustouirts.

Second, religious values influence relative trusbanks. We show that religious
values specifically influence trust in banks in thense that banks are special public
institutions for religious people. Interestingly wely observe significant coefficients for
variables associated with religious values in th@nmestimations with country-level
variables. The inclusion of country dummy varialkesds to the lack of significance for
religious values variables in explaining relatiuest in banks.

We still observe a positive influence of religigsitReligious is significantly

positive in the main estimations, i.e. religiougple trust banks even more than courts.
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In line with the main estimations, we find the impaf religious denominations on
trust in banks to have significantly negative cmefhts for Muslim Orthodox No
religion, i.e. Muslims, Orthodox Christians, and atheisée lower trust in banks
relative to institutions than Protestants.

These findings add to our former results on religi@denominations and trust in
banks. Atheists and Orthodox Christians are noy onbre distrustful of banks than
Protestants, they also distrust banks more thaitutisns. The finding for Muslims is
notable here as our earlier finding showed no lowest in banks for Muslims and
limited support for their greater trust in bank®rél we observe that Muslims have lower
trust in banks than in other institutions. Thisutesccords with the expected negative
view of Muslims toward interest-practicing banks.

Third, political values do not influence relativadt in banks with the exception of
preference for democracyVealth and Help societyare no more significant, which
supports the view that they are associated withdrigrust in institutions in general, but
not in banks in particular. In a related veltgologyis still not significant, confirming
that environmental views do not influence trusbanks. OnlyDemocracyis significant
(but with the opposite sign) compared to what waseoved for trust in banks. Preference
for democracy is associated with higher trust inksaand lower relative trust in banks.
This finding is of interest as it suggests that gbeowith a higher preference for
democracy may be more trusting in general in imstihs including banks, but at the
same time they have a higher distrust toward banks.

Fourth, we observe a very similar impact of ecormowalues for relative trust in
banks and trust in bankmequality still has a positive and significant coefficientall
estimations, while the coefficients fGovernment rolendCompetitionare negative and
significant in several estimations. Overall, ecorowalues exert a very similar influence
on trust in banks and relative trust in banks. Msireply, these values do not influence
trust in institutions in general (including trust banks), but they impact trust in banks.
Individuals that hold values favoring a market emoy and economic liberalism are
more prone to trust banks in general and evenveltd trust in courts.

Considering the influence of interpersonal trusg @bserve a reversed sign for

General trustwhen changing the dependent variable from truftaimks to relative trust
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in banks, i.e. trusting people trust more bankslésg than other institutions as indicated
by the negative and significant coefficient@&neral trust

Fifth, the analysis of country-specific variableBows tantalizing results when
explaining relative trust in banks in comparisonotar observations for trust in banks.
Deposit insuranceand Bank concentratiorare still not significant, supporting the view
that the presence of a deposit insurance schemehanével of bank concentration do
not matter for trust in banks or relative trusbamks.

However, we do note two key differences. FifSinancial crisisis no longer
significant when explaining relative trust in bankihough it was significantly negative
for trust in banks. These results suggest thabticarrence of a recent financial crisis not
only eroded trust in banks but also trust in in$tins. The impact of a financial crisis
should therefore be of prime concern for auth@ieeking to maintain trust in national
institutions. Second, we observe a negative andifgignt coefficient forGDP per
capita even if this variable was not significant in thstimations explaining trust in
banks. Apparently, greater income per capita doutes to the reduction of trust in banks
relative to trust in institutions.

In summary, the analysis of the determinants oditined trust in banks shows
differences compared to factors determining trustbanks. We observe the same
influence of age and to a lesser degree of incomdegender on trust in banks and on
relative trust in banks. In addition to finding ian8ar influence of economic values, we
also find similar influences for religiosity on #tin banks and on relative trust in banks.
Political values, however, do not exert the samgaich There is no overall influence of
these values on relative trust in banks, which acavith the view that these values
shape confidence in public institutions in genetal.addition, the occurrence of a

financial crisis does not impair relative trustianks.

7. Conclusion
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We investigate the level and determinants of trubianks based on the latest wave of the
World Values Survey to obtain several insightfiduis. We observe large cross-country
differences in trust in banks. As a starting oveniwe note that trust in banks is lower
in countries that have recently experienced a Girarerisis and in countries with higher
income per capita.

Our results show that sociodemographic indicatord eeligious, political, and
economic values shape trust in banks at the indalitevel. Women trust banks more
than men, and trust in banks tends to increase iwithme and decrease with age and
education. Different media channels for informatexert different influences on trust in
banks, notably a positive impact in the case oésgd¢o television and a negative impact
in the case of internet access.

We identify evidence that indicates individualsatthhold religious values have
greater trust in banks and further that trust inkisavaries across religious denominations.
Hindus trust banks more than Protestants, whilé@ias and Orthodox Christians tend
to have lower trust in banks than Protestants. Wéeiwe that political values associated
with importance of wealth and helping society fawarst in banks, while people who
hold pro-market economic values show distinctlyatge trust in banks. We find that
people who are more trusting of each other alsd terirust banks more. At the country
level, we find evidence that a financial crisisd@s trust in banks.

We perform additional estimations to examine thiemheinants of relative trust in
banks through measures of trust in banks relativeusst in institutions. We identify the
determinants with a specific impact on trust towlnéncial institutions and find that
older and more religious people have a specifitrus of banks, while individuals that
hold pro-market economic values in particular temttust banks.

Our study has certain limitations related to thtaskt. First, we only have data for
a single point in time. Our results can therefagartfluenced by the period of the survey
and cannot inform on the evolution of trust in bankecond, even if the sample of
countries contains developed and developing castit is not exhaustive with 52
countries. Third, as we use survey data, we cay r@hy on one question regarding trust
in banks. It is therefore not possible to testhié findings are valid with alternative

guestions on confidence in banks.”
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Understanding what shapes trust in banks is crtgidesigning effective policies
to promote financial stability. Authorities seekitgyfoster the confidence of individuals
in banks need to prevent financial crises, but alsderstand that depositor protection
schemes and bank concentration per se do not plagsh mf role in creating that
confidence. Moreover, the promotion of pro-markebremic values increases trust in
banks, and as such should be promoted by auttsosiieking to influence this dimension
of confidence.

We provide useful insights contributing to the deban the influence of culture.
Our study brings additional evidence on the impateligion on economic outcomes,
since religion matters for trust in banks.
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Table 1.
Trust in banks by country

This table reports the descriptive statistics fostin banks by country.

Country Mean S.D. N Country Mean S.D. N
Algeria 2.38 1.04 1001 | New Zealand 2.66 0.74 781
Armenia 2.60 0.95 1031 | Nigeria 2.94 0.91 1759
Australia 2.34 0.80 1448 | Pakistan 2.77 0.99 1148
Azerbaijan 2.64 0.98 1002 | Palestine 2.15 0.91 926
Belarus 2.50 0.86 1519 | Peru 2.25 0.91 1164
Chile 2.18 0.84 980 | Philippines 3.00 0.80 1200
China 3.05 0.62 1975 | Poland 2.37 0.75 894
Colombia 2.49 0.98 1496 | Qatar 2.71 0.94 1045
Cyprus 2.72 0.87 990 | Romania 2.23 0.90 1428
Ecuador 2.43 0.90 1201 | Russia 2.23 0.87 2329
Egypt 2.53 1.02 1510 | Rwanda 2.76 0.78 1527
Estonia 2.72 0.77 1506 | Singapore 291 0.68 1971
Germany 1.96 0.80 2011 | Slovenia 2.30 0.72 1041
Ghana 3.15 0.84 1552 | South Korea 2.86 0.74 1197
Iraq 2.61 0.90 1090 | Spain 1.77 0.75 1162
Japan 2.69 0.67 2158 | Sweden 2.54 0.81 1185
Jordan 2.33 0.90 1135 | Taiwan 2.91 0.58 1158
Kazakhstan 2.54 0.87 1500 | Trinidad 2.54 0.86 962
Kuwait 2.75 1.03 1221 | Tunisia 2.23 1.01 1026
Kyrgyzstan 2.81 0.92 1493 | Turkey 2.25 0.97 1540
Lebanon 2.46 0.97 1144 | Ukraine 2.09 0.82 1500
Libya 2.85 1.05 1977 | USA 2.33 0.74 2177
Malaysia 3.03 0.75 1299 | Uruguay 2.49 0.91 911
Mexico 2.40 0.97 1993 | Uzbekistan 3.24 0.89 1398
Morocco 2.66 0.99 1078 | Yemen 2.25 0.97 657
Netherlands 2.09 0.70 1796 | Zimbabwe 2.90 0.91 1500
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Table 2.
Trust in banks by country for different criteria

This table provides the mean level of trust in sk country for four different criteri&@enderis considered by comparing male and female respasdggeis
considered by comparing respondents aged 40 yedrthase younger than 40 yedrscomeis considered by comparing respondents with inconigiser or
equal to 5 vs. those with incomes lower thafc8ucationis considered by comparing respondents with secgratatertiary education vs. other respondents.
The p-value is based on a two-sided test and giveprobability that the two means are equal.

Gender Age Income Education
Country Male Female | p-value Old Young | p-value High | Low p-value High Low p-value
Algeria 2.33 2.43 0.10 2.39 2.37 0.67 2.58 2.11 00.0 2.36 2.39 0.65
Armenia 2.50 2.65 0.01 2.46 2.81 0.0 2.76 2.45 00.0 259 2.61 0.77
Australia 2.33 2.35 0.63 2.33 2.37 0.38 2.39 2.24 .000 2.34 2.28 0.17
Azerbaijan 2.66 2.62 0.56 2.62 2.66 0.4% 2.59 2.19 0.00 2.67 2.56 0.14
Belarus 2.42 2.56 0.00 2.45 2.55 0.02 2.59 2.37 00.0 2.48 2.52 0.40
Chile 2.11 2.25 0.01 2.19 2.17 0.65 2.34 1.95 0.00 2.29 2.13 0.01
China 3.03 3.08 0.04 3.09 3.00 0.0 3.06 3.05 0.78 2.98 3.10 0.00
Colombia 2.50 2.48 0.67 2.50 2.49 0.86 2.5¢4 242 020.| 2.49 2.50 0.89
Cyprus 2.66 2.77 0.06 2.68 2.76 0.16 2.76 2.61 0.02 2.70 2.74 0.51
Ecuador 2.45 2.42 0.65 2.39 2.47 0.14 2.48 2.36 400 246 2.42 0.52
Egypt 2.56 2.52 0.45 2.49 2.57 0.1Q 2.72 2.37 0.00 2.71 2.47 0.00
Estonia 2.65 2.77 0.00 2.71 2.74 0.51 2.79 2.66 00.0 2.66 2.79 0.00
Germany 1.89 2.03 0.00 1.93 2.02 0.02 1.99 1.92 500 1.89 2.00 0.00
Ghana 3.17 3.14 0.42 3.15 3.16 0.97 3.7 3.13 0.28 3.08 3.17 0.08
Iraq 2.65 2.57 0.17 2.54 2.65 0.04 2.71 2.37 0.00 .772 2.53 0.00
Japan 2.64 2.74 0.00 2.69 2.67 0.52 2.70 2.67 0.39 2.67 2.72 0.12
Jordan 2.31 2.34 0.67 2.30 2.34 0.49 2.39 2.21 0.00 2.36 2.30 0.31
Kazakhstan 2.49 2.57 0.10 2.51 2.57 0.2D 2.58 2.44 0.00 2.61 2.46 0.00
Kuwait 2.62 3.00 0.00 2.71 2.77 0.33 2.74 2.78 0.70 2.76 2.71 0.36
Kyrgyzstan 2.79 2.83 0.38 2.83 2.79 0.44 2.85 2.10 0.01 2.80 2.83 0.60
Lebanon 2.47 2.45 0.69 2.48 2.45 0.66 2.49 2.36 400 247 2.46 0.90
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Libya 2.89 2.81 0.08 2.89 2.82 0.15 2.83 2.90 0.24 2.80 2.88 0.09
Malaysia 3.02 3.04 0.50 3.07 2.99 0.05 3.0f 2.8 000.|] 3.01 3.04 0.57
Mexico 2.43 2.37 0.19 2.29 2.47 0.00 2.4% 2.38 0.10 2.47 2.36 0.02
Morocco 2.60 2.71 0.08 2.66 2.66 0.99 2,79 2.59 40.0 2.56 2.67 0.19
Netherlands 1.97 2.20 0.00 2.05 2.23 0.0D 2.11 2.06 0.11 2.07 2.10 0.29
New Zealand 2.52 2.78 0.00 2.68 2.63 0.48 2.63 2.74 0.04 2.68 2.62 0.29
Nigeria 2.96 2.93 0.42 2.91 2.95 0.43 2.96 2.9p 80.3 3.02 2.91 0.03
Pakistan 2.78 2.76 0.74 2.79 2.76 0.66 2.77 277 970, 296 2.73 0.00
Palestine 2.14 2.16 0.77 2.11 2.18 0.26 2.18 211 280 2.18 2.11 0.23
Peru 2.25 2.26 0.86 2.20 2.30 0.06 2.34 2.11 0.00 .39 2 2.17 0.00
Philippines 3.03 2.97 0.20 2.99 3.02 0.58 3.00 2.99 0.75 2.92 3.06 0.00
Poland 2.33 2.41 0.12 2.29 2.52 0.0( 2.43 2.30 0.01 2.39 2.37 0.65
Qatar 2.78 2.66 0.05 2.72 2.71 0.8( 2.74 2.50 0.01 2.73 2.68 0.46
Romania 2.20 2.26 0.22 2.20 2.30 0.04 2.3P 2.09 00p 227 2.20 0.12
Russia 2.18 2.28 0.01 2.14 2.38 0.00 2.39 2.09 0.00 2.26 2.21 0.16
Rwanda 2.75 2.77 0.55 2.78 2.75 0.49 2.74 2.79 0.26 2.92 2.69 0.00
Singapore 2.92 2.89 0.36 2.89 2.92 0.41 2.90 292 720 2.90 2.91 0.86
Slovenia 2.23 2.35 0.01 2.28 2.35 0.16 2.31 229 580.| 227 2.31 0.37
South Korea 2.78 2.94 0.00 2.91 2.79 0.0p 2.87 2.84 0.63 2.83 2.99 0.01
Spain 1.73 1.82 0.03 1.81 1.73 0.07 1.79 1.75 0.83 1.75 1.78 0.51
Sweden 2.43 2.63 0.00 2.45 2.67 0.00 2.59 2.40 0.p0 2.49 2.60 0.03
Taiwan 2.91 2.90 0.82 2.88 2.95 0.04 2.94 2.85 0.01 2.95 2.82 0.00
Trinidad and Tobago 2.59 2.51 0.13 2.5¢6 2.5p 043 .562 2.51 0.40 2.49 2.55 0.39
Tunisia 2.14 2.35 0.00 2.22 2.24 0.73 2.3y 1.97 00.0 2.27 2.22 0.50
Turkey 2.24 2.26 0.81 2.30 2.21 0.07 2.27 2.20 0.25 2.21 2.29 0.14
Ukraine 2.10 2.08 0.81 2.01 2.22 0.0( 2.24 1.96 00.0 212 2.05 0.10
United States 2.26 2.40 0.00 2.32 2.36 0.23 237 242| 0.00 2.33 2.34 0.86
Uruguay 2.44 2.53 0.15 2.53 2.43 0.1( 2.58 2.39 00.0 256 2.47 0.19
Uzbekistan 3.26 3.23 0.50 3.21 3.26 0.2y 3.26 3.16 0.12 3.09 3.27 0.01
Yemen 2.13 2.39 0.00 2.28 2.23 0.57 2.3D 2.20 0.17 2.31 2.22 0.30
Zimbabwe 2.94 2.87 0.12 2.88 2.91 0.52 2.96 2.2 000.] 2.89 2.91 0.74
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Table 3.
Trust in banks by country group

This table displays the mean trust in banks by grolucountries based on the occurrence fihancial crisis
the presence of expliciteposit insurancethe level ofrule of law; and theincome group(definitions for these
criteria are provided in the Appendix). The p-vaisi®ased on a two-sided test and gives the priityatbiat the
two means are equal.

| Mean | Mean
Financial crisis Income group

Financial crisis 2.28 High income: OECD 2.36
No financial crisis 2.64 High income: non-OECD 2.60
p-value 0.00 Upper middle income 2.53

Deposit insurance Lower middle income 2.72
Deposit insurance 2.52 Low income 2.83
No Deposit insurance 2.76
p-value 0.00

Rule of law Income group dummy

Positive rule of law 2.46 High income 2.44
Negative rule of law 2.64 Low income 2.63
p-value 0.00 p-value 0.00
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Table 4.
Descriptive statistics

This table provides descriptive statistics for toentry-level variablesand thendividual-level variablesised in
the estimations. Definitions of all variables used presented in the Appendix.

| N | Mean | Std. dev.
Country-level variables
GDP per capita 50 16.015 18.162
Financial crisis 52 0.19 0.40
Deposit insurance 51 0.80 0.40
Rule of law 51 0.07 1.06
Individual-level variables

Married 73819 0.63 0.48
Female 73988 0.53 0.50
Newspaper 70937 0.30 0.46
Television 71077 0.76 0.43
Internet 70563 0.32 0.47
Education 73311 0.44 0.50
Age 73909 42.29 16.73
Income 71425 4.90 2.08
Catholic 69366 0.18 0.39
Muslim 69366 0.30 0.46
No religion 69366 0.21 0.40
Orthodox 69366 0.10 0.30
Protestant 69366 0.11 0.31
Hindu 69366 0.01 0.09
Buddhist 69366 0.04 0.19
Religious 73382 0.16 0.37
Ecology 68497 0.50 0.50
Wealth 72015 3.19 1.53
Help society 68966 4.52 1.24
Democracy 72095 8.36 2.05
Inequality 71707 5.40 2.95
Government role 69647 5.61 2.79
Competition harmful 71592 3.76 2.55
General trust 71999 0.25 0.44
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Table 5a.
Correlations of the variables

Married Female Newspaper TV Internet Education Age Income Ecology Wealth Religious General trust Help society Democracy
Married 1
Female -0.015 1
Newspaper 0.057 -0.080 1
Television 0.082 -0.013 0.186 1
Internet -0.105 -0.079 0.187 0.038 1
Education -0.058 -0.032 0.142 0.037 0.310 1
Age 0.218 0.019 0.166 0.175 -0.209 -0.126 1
Income 0.033 -0.037 0.124 0.004 0.179 0.205 -0.128L
Ecology -0.007 0.007 0.011 0.023 0.016 0.034  -0.004009 1
Wealth -0.048 -0.067 -0.073  -0.0880.000 -0.022 -0.231 0.138 -0.079 1
Religious -0.015 0.021 -0.006  -0.0590.047  -0.036 -0.0150.016 -0.013 0.042 1
General trust 0.028 -0.010 0.095 -0.020.107 0.111 0.079 0.068 0.029 -0.039 -0.037 1
Help society -0.001 -0.008 -0.016 0.035 -0.022 20.0 -0.049 0.052 0.070 0.096 0.100 -0.077 1
Democracy 0.031 -0.007 0.063 0.085 0.066 0.057 10.06.036 0.044 -0.056 -0.007 0.032 0.107 1
Inequality 0.010 -0.029 0.001 -0.0210.032 0.037 -0.091 0.124 -0.023 0.072 0.073 -0.039 0.052 0.038
Government role 0.000 0.047 -0.055 0.044 -0.075 06d». 0.010 -0.053 0.048 0.000 -0.041 -0.036 0.048 .00
Compet. harmful -0.023  0.040 0.007 -0.0440.036  -0.024 0.015 0.006 0.013 -0.002 0.018 0.024 -0.103 -0.133
Catholic -0.003 0.008 -0.005 0.001 -0.032 -0.055 040. -0.037 0.008 -0.073 0.161 -0.078 0.057 0.010
Muslim 0.026 -0.023 -0.122  -0.0250.105 -0.084 -0.1900.089 -0.012 0.192 -0.149 -0.088 0.122 -0.038
No religion -0.005 -0.053 0.078 -0.0030.128 0.075 0.043 -0.041 0.036 -0.111 -0.181 0.160 -0.152 0.021
Orthodox -0.025 0.050 -0.072 0.049 -0.013 0.050 84.0-0.045 -0.003 0.008 -0.081 -0.017 -0.043 -0.046
Hindu 0.000 0.005 0.056 0.013 0.005 -0.018 0.00201®. 0.013 0.001 0.024 -0.018 0.017 -0.003
Buddhist 0.039 0.003 0.142 0.034 0.016 0.045 0.08%001 -0.011 -0.047 -0.026 0.042 -0.091 0.000
Other religion -0.003 0.023 -0.019 0.017 0.006 8.05 0.029 -0.019 -0.005 -0.053 0.079 -0.030 0.029 08®.0
GDP per capita 0.015 -0.010 0.331 0.001 0.299 0.179.187 0.077 -0.024 -0.187 -0.041 0.211 -0.103 .06
Bank concentration -0.005 -0.005 0.085 -0.0180.074 -0.037 -0.030 0.108 0.017 -0.002 -0.045 0.035 0.041 0.028
Deposit insurance| -0.036 0.015 0.096 0.103 0.073 068. 0.116 -0.056 0.056 -0.178 0.006 -0.044 -0.062 .02D
Financial crisis -0.032 0.014 0.054 -0.009.096 0.046 0.122 -0.022 -0.038 -0.046 0.027 0.140 -0.086 0.002
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Table 5b.
Correlations of the variables

Inequality Cr;‘c?l\é Ch:grmmaﬁlt Catholic Muslim relli\gi)on Orthodox Hindu Buddhist rglitgii; G;I;i%er cc?r?cneknt. ir?sieg?lict:e
Inequality 1
Government role 0.071 1
Compet. harmful -0.019 0.147 1
Catholic -0.020 -0.013 0.028 1
Muslim 0.113 0.064 -0.068 -0.313 1
No religion -0.094 -0.024 0.045 -0.242  -0.336 1
Orthodox -0.105 0.057 0.035 -0.161  -0.223 -0.173 1
Hindu 0.027 0.005 0.002 -0.042 -0.058 -0.045 -0.030 1
Buddhist 0.015 -0.035 0.003 -0.092 -0.127 -0.098 .06 -0.017 1
Other religion 0.021 -0.012 -0.008 -0.110 -0.152 .118 -0.078 -0.021 -0.045 1
GDP per capita -0.024 -0.103 0.028 -0.007 -0.343 279. -0.123 0.049 0.180 0.031 1
Bank concentration 0.041 0.003 -0.030 -0.078  0.177 -0.060 -0.045 0.070.059 -0.081 0.135 1
Deposit insurance -0.024 -0.009 0.070 0.066  -0.097-0.035 0.114 0.029 0.031 0.043 0.049 0.033 1
Financial crisis -0.126 -0.017 0.083 0.020 -0.240 .148 0.156 -0.041 -0.102 -0.036 0.311 -0.202 0.264
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Table 6.
Determinants of trust in banks — main estimations

For these ordered logit model estimations, the ddget variable is the ordinal variableust in banks*,
** *xx denote an estimate significantly differefitom 0 at the 10%, 5%, or 1% level. Definitionsadf
variables used are presented in the Appendix.

(1) (2) 3) (4) (5)
Individual level
Married 0.041 0.043 0.039 0.042 0.037
[0.041] [0.042] [0.041] [0.042] [0.041]
Female 0.102*** 0.098*** 0.098*** 0.117*** 0.116***
[0.037] [0.036] [0.036] [0.033] [0.033]
Newspaper 0.087 0.096 0.096 0.064 0.065
[0.063] [0.062] [0.063] [0.059] [0.060]
Television 0.084* 0.112%** 0.117** 0.117*+* 0.122*
[0.048] [0.042] [0.043] [0.045] [0.046]
Internet -0.128** -0.130%*** -0.137*** -0.126%*** -0130***
[0.057] [0.049] [0.049] [0.047] [0.047]
Education -0.052 -0.074 -0.088 -0.076 -0.090*
[0.061] [0.057] [0.058] [0.052] [0.052]
Age -0.007*** -0.006*** -0.006*** -0.006*** -0.006***
[0.002] [0.002] [0.002] [0.002] [0.002]
Income 0.091*** 0.077*** 0.075*** 0.068*** 0.066***
[0.016] [0.016] [0.016] [0.015] [0.015]
Religious 0.339*** 0.340***
[0.092] [0.092]
General trust 0.167*** 0.152***
[0.061] [0.049]
Ecology 0.054 0.047 0.053 0.045
[0.047] [0.046] [0.044] [0.045]
Wealth 0.058*** 0.058*** 0.056*** 0.056***
[0.017] [0.018] [0.017] [0.017]
Help society 0.050* 0.054** 0.061*** 0.063***
[0.026] [0.026] [0.021] [0.022]
Democracy 0.016 0.015 0.013 0.012
[0.011] [0.011] [0.012] [0.012]
Inequality 0.039*** 0.039*** 0.039*** 0.039***
[0.011] [0.011] [0.012] [0.012]
Government role -0.020** -0.019** -0.022*** -0.Q2**
[0.008] [0.008] [0.008] [0.008]
Competition harmful -0.021** -0.020** -0.020** :020**
[0.008] [0.008] [0.008] [0.008]
Catholic -0.296*** -0.288***
[0.084] [0.086]
Muslim -0.178 -0.170
[0.181] [0.182]
No religion -0.233* -0.243**
[0.099] [0.095]
Orthodox -0.472%** -0.467***
[0.133] [0.132]
Hindu 0.598*** 0.617***
[0.119] [0.123]
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D

Buddhist 0.447** 0.448**
[0.127] [0.126]
Other religion -0.107 -0.092
[0.117] [0.118]
Country level
GDP per capita -0.004 -0.003 -0.004 -0.006 -0.007|
[0.004] [0.004] [0.004] [0.005] [0.005]
Bank concentration 0.001 0.002 0.002 0.002 0.002
[0.004] [0.004] [0.004] [0.004] [0.004]
Deposit insurance -0.264 -0.217 -0.194 -0.257 0.23
[0.209] [0.191] [0.183] [0.230] [0.229]
Financial crisis -0.469* -0.390* -0.407** -0.306 a7
[0.244] [0.203] [0.204] [0.218] [0.218]
Observations 62,342 54,094 53,094 50,711 49,73%
Pseudo R-squared 0.0169 0.0217 0.0221 0.024 0.024
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Table 7.
Determinants of trust in banks — country dummy varables

For the ordered logit model estimations with coprdummy variables presented here the dependent
variable is the ordinal variablerust in banks*, **, *** denote an estimate significantly diffent from 0 at

the 10%, 5%, or 1% level. Definitions of all varie® used are presented in the Appendix.

1) (2) (3) (4) (5)
Individual level
Married -0.007 0.000 0.003 -0.003 -0.001
[0.030] [0.029] [0.028] [0.029] [0.029]
Female 0.113%** 0.100%** 0.100*** 0.102*** 0.102***
[0.031] [0.030] [0.030] [0.030] [0.030]
Newspaper 0.050* 0.046* 0.045 0.042 0.042
[0.026] [0.027] [0.028] [0.028] [0.029]
Television 0.137** 0.124*** 0.132%** 0.120*** 0.1D***
[0.034] [0.036] [0.036] [0.038] [0.039]
Internet -0.015 -0.042 -0.043 -0.033 -0.034
[0.028] [0.030] [0.030] [0.031] [0.031]
Education -0.053* -0.061** -0.074** -0.065** -0.077
[0.031] [0.031] [0.032] [0.033] [0.034]
Age -0.003*** -0.004*** -0.004*** -0.004*** -0.004**
[0.001] [0.001] [0.001] [0.001] [0.001]
Income 0.078*** 0.071*** 0.069*** 0.067*** 0.064***
[0.012] [0.011] [0.012] [0.011] [0.011]
Religious 0.116*** 0.104**=
[0.037] [0.038]
General trust 0.149%** 0.154***
[0.034] [0.031]
Ecology 0.009 0.003 0.011 0.005
[0.031] [0.032] [0.033] [0.033]
Wealth 0.023* 0.022** 0.024* 0.022**
[0.011] [0.011] [0.011] [0.011]
Help society 0.057*** 0.058*** 0.055*** 0.055***
[0.016] [0.016] [0.014] [0.015]
Democracy 0.020** 0.020** 0.017* 0.017*
[0.009] [0.009] [0.009] [0.009]
Inequality 0.030*** 0.030%** 0.032**= 0.032%*=*
[0.007] [0.007] [0.006] [0.006]
Government role -0.010 -0.009 -0.012* -0.012*
[0.008] [0.008] [0.007] [0.007]
Competition harmful -0.019*** -0.019*** -0.019*** -0.019***
[0.006] [0.006] [0.006] [0.006]
Catholic 0.058 0.064
[0.041] [0.039]
Muslim 0.323*** 0.343***
[0.104] [0.103]
No religion -0.167*** -0.161***
[0.057] [0.056]
Orthodox -0.005 0.008
[0.085] [0.084]
Hindu 0.332%** 0.351***
[0.071] [0.070]
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Buddhist 0.055 0.070
[0.079] [0.079]
Other religion -0.010 0.008
[0.074] [0.073]
Observations 64,958 56,466 55,363 53,082 52,001
Pseudo R-squared 0.0519 0.0524 0.0524 0.056P 0.0574
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Table 8.
Determinants of trust in banks — marginal effects

Marginal effects for the main ordered logit modslimations reported in Table 6 are presented béabow
percentage points. For dummy variables, the margifiacts are based on change of one category. For
other variables, the marginal effects are based athange of one standard deviation. The dependent
variable is the ordinal variablerust in banksMarginal effects are presented fbiust in bank outcome
categories 3 (quite a lot) and 4 (a great deal)inDiens of all variables used are presented ia th
Appendix.

Model specification (1) (2) (3) (4) (5)

Trust in banks outcome 3 4 3 4 3 4 3 4 3 4
Individual level variables

Married 0.4 0.5 0.4 0.6 0.4 0.5 04 0.6 04 0
Female 1.1 1.4 1 1.3 1 1.3 1.2 1.6 12 116
Newspaper 0.9 1.2 0.9 1.3 0.9 1.8 0)6 0.9 0.6 0.9
Television 0.9 1.1 1.1 15 1.2 1.6 1.2 1.b 12 1.6
Internet -1.4| -1.7 -1.3 -1.7) -1.4 -1.8 -1.8 -1j7 .31 -1.7
Education -0.5 -0.7 -0.7 -1 -0.¢ -1.2 -0.8 -1 -0{9-1.2
Age -1.2| -15 -1.0 -1.3 -1.0 -1.4 -0.9 -1.8 -10 .3-1
Income 2.0 2.5 1.6 2.2 1.5 2.1 1.4 1.9 14 1.9
Religious 2.9 4.9 2.9 5

General trust 1.5 2.3 1.4 2.1
Ecology 0.5 0.7 0.5 0.6 0.5 0.7 0.4 0.6
Wealth 0.9 1.2 0.9 1.2 0.9 1.2 0.9 1p
Help society 0.6 0.8 0.7 0.9 0.7 0.8 110
Democracy 0.3 0.5 0.3 0.4 0.3 . 02 0(3
Inequality 1.1 1.6 1.1 1.6 1.2 1.5 A 15
Government role -0.6 -0.8 -0.5 -0.f7 -0/6 -0,8 0.6-| -0.8
Competition harmful -0.5 -0.7 -0.5 -0.7 -0 .70| -0.5 -0.7
Catholic -3.2 -3.7 -3.1 -3.7
Muslim -1.8 -2.3 -1.7 -2.2
No religion -2.5 -3 -2.6 -3.1
Orthodox -5.6 -5.6 -5.9 -5.6
Hindu 3.6 9.5 3.6 9.9
Buddhist 3.3 6.8 3.2 6.8
Other religion -1.1 -1.4 -1 -1.2
Country level variables

GDP per capita -0.7 -0.9 -0.6 -0.8 -0.7 -1{0 -2 1.6-] -1.3 -1.8
Bank concentration 0.2 0.3 0.4 0.5 0.3 0/4 013 (0.50.3 0.4
Deposit insurance 2.6 -3.7 -2 -3.0 -1,8 -2\7 -2.3-3.6 -2.1 -3.2
Financial crisis 5.7 5.7 -4.4 -4.9 -4.6 5.0 -3]4 -3.9 -3.5 -4
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Table 9.
Determinants of trust in banks — logit model estimdons

For these logit model estimations, the dependetabia is the dummy variabldigh trust in banks*, **,
*** denote an estimate significantly different froth at the 10%, 5%, or 1% level. Definitions of all
variables used are presented in the Appendix.

(1) (2) 3) (4) (5)
Individual level
Married 0.048 0.052 0.048 0.057 0.053
[0.045] [0.047] [0.046] [0.049] [0.048]
Female 0.115%** 0.116*** 0.117%** 0.131*** 0.131***
[0.038] [0.038] [0.038] [0.034] [0.034]
Newspaper 0.097 0.106 0.106 0.074 0.074
[0.066] [0.067] [0.068] [0.061] [0.063]
Television 0.073 0.100** 0.105** 0.117** 0.120**
[0.049] [0.044] [0.045] [0.050] [0.051]
Internet -0.111* -0.115* -0.123** -0.121** -0.1268*
[0.061] [0.054] [0.053] [0.050] [0.051]
Education 0.006 -0.018 -0.035 -0.022 -0.037
[0.062] [0.062] [0.063] [0.058] [0.058]
Age -0.006** -0.005** -0.005*** -0.005*** -0.005***
[0.002] [0.002] [0.002] [0.002] [0.002]
Income 0.085*** 0.073*** 0.071*** 0.067*** 0.065***
[0.017] [0.016] [0.016] [0.015] [0.015]
Religious 0.301*** 0.301***
[0.094] [0.093]
General trust 0.203** 0.167***
[0.080] [0.060]
Ecology 0.056 0.048 0.056 0.048
[0.053] [0.052] [0.049] [0.049]
Wealth 0.064*** 0.064*** 0.068*** 0.068***
[0.020] [0.020] [0.019] [0.019]
Help society 0.032 0.038 0.053*** 0.056***
[0.025] [0.025] [0.020] [0.020]
Democracy 0.015 0.014 0.012 0.010
[0.010] [0.010] [0.010] [0.011]
Inequality 0.036*** 0.036*** 0.036*** 0.036***
[0.011] [0.011] [0.011] [0.011]
Government role -0.018** -0.017* -0.017* -0.0%%7
[0.007] [0.007] [0.008] [0.008]
Competition harmful -0.019** -0.019** -0.019** :019**
[0.008] [0.008] [0.008] [0.008]
Catholic -0.321*** -0.311%**
[0.087] [0.088]
Muslim -0.271 -0.261
[0.171] [0.171]
No religion -0.178 -0.186
[0.132] [0.127]
Orthodox -0.418*** -0.407***
[0.143] [0.141]
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Hindu 0.788*** 0.820***
[0.128] [0.136]
Buddhist 0.754*** 0.762***
[0.168] [0.168]
Other religion -0.079 -0.060
[0.126] [0.126]
Country level
GDP per capita -0.005 -0.004 -0.005 -0.007 -0.008
[0.005] [0.005] [0.004] [0.006] [0.006]
Bank concentration 0.000 0.002 0.001 0.002 0.002
[0.004] [0.004] [0.004] [0.004] [0.004]
Deposit insurance -0.283 -0.229 -0.205 -0.313 ®.28
[0.235] [0.223] [0.212] [0.254] [0.248]
Financial crisis -0.523** -0.448** -0.472** -0.372 -0.385*
[0.251] [0.214] [0.215] [0.228] [0.228]
Observations 62,342 54,094 53,094 50,711 49,73%
Pseudo R-squared 0.0267 0.0321 0.0332 0.038 0.03¢4
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Table 10.
Determinants of relative trust in banks — main estnations

For these ordered logit model estimations, the daget variable is the ordinal variatiRelative trust in
banks *, ** *** denote an estimate significantly diffent from 0 at the 10%, 5%, or 1% level. Definigon
of all variables used are presented in the Appendix

(1) (2) 3) (4) (5)
Individual level
Married -0.042 -0.031 -0.029 -0.013 -0.009
[0.033] [0.031] [0.032] [0.029] [0.029]
Female 0.053* 0.043 0.041 0.043 0.042
[0.032] [0.032] [0.033] [0.029] [0.030]
Newspaper -0.041 -0.054 -0.049 -0.069 -0.065
[0.051] [0.050] [0.051] [0.045] [0.046]
Television -0.045 -0.009 -0.014 0.005 0.002
[0.031] [0.032] [0.033] [0.037] [0.039]
Internet -0.071 -0.046 -0.037 -0.070* -0.063
[0.046] [0.042] [0.043] [0.040] [0.040]
Education 0.015 0.024 0.030 -0.002 0.006
[0.052] [0.048] [0.047] [0.043] [0.041]
Age -0.004*** -0.004*** -0.004*** -0.005%** -0.005**
[0.001] [0.001] [0.001] [0.001] [0.001]
Income 0.010 0.005 0.007 0.007 0.009
[0.011] [0.011] [0.011] [0.010] [0.010]
Religious 0.276*** 0.271**
[0.068] [0.067]
General trust -0.182*** -0.205***
[0.048] [0.050]
Ecology -0.008 -0.001 -0.015 -0.007
[0.044] [0.044] [0.049] [0.048]
Wealth -0.005 -0.005 0.007 0.008
[0.017] [0.017] [0.016] [0.016]
Help society 0.002 0.001 0.012 0.013
[0.020] [0.020] [0.018] [0.017]
Democracy -0.028*** -0.027*** -0.031*** -0.031***
[0.010] [0.010] [0.010] [0.010]
Inequality 0.019* 0.018* 0.027*** 0.026**
[0.010] [0.010] [0.010] [0.010]
Government role -0.019*** -0.020*** -0.019*** -@19***
[0.007] [0.007] [0.006] [0.006]
Competition harmful -0.006 -0.005 -0.012* -0.011*
[0.007] [0.006] [0.006] [0.006]
Catholic 0.083 0.075
[0.080] [0.078]
Muslim -0.44 1%+ -0.447*+*
[0.163] [0.166]
No religion -0.129** -0.114**
[0.063] [0.057]
Orthodox -0.184* -0.176*
[0.106] [0.099]
Hindu -0.022 -0.043
[0.214] [0.218]
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Buddhist 0.111 0.120
[0.135] [0.129]
Other religion 0.174 0.161
[0.130] [0.132]
Country level
GDP per capita -0.022%** -0.022%** -0.022%** -0.028* -0.025***
[0.003] [0.003] [0.003] [0.004] [0.004]
Bank concentration -0.005 -0.005 -0.005 -0.004 00.0
[0.003] [0.003] [0.003] [0.003] [0.003]
Deposit insurance 0.189 0.189 0.170 0.135 0.095
[0.147] [0.137] [0.138] [0.161] [0.164]
Financial crisis -0.090 -0.028 -0.002 0.019 0.043
[0.181] [0.147] [0.145] [0.155] [0.155]
Observations 61,327 53,526 52,553 50,160 49,20
Pseudo R-squared 0.0218 0.0238 0.0247 0.023p 0.024
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Table 11.
Determinants of relative trust in banks — country dummy variables

Ordered logit model estimations with country dumvayiables. Dependent variable is the ordinal vagiab
Relative Trust in bankg, **, *** denote an estimate significantly diffent from 0 at the 10%, 5%, or 1%
level. Definitions of all variables used are prdedrin the Appendix.

1) (2) (3) (4) (5)
Individual level
Married -0.023 -0.020 -0.017 -0.014 -0.011
[0.027] [0.025] [0.025] [0.025] [0.024]
Female 0.047 0.041 0.038 0.033 0.031
[0.030] [0.030] [0.030] [0.029] [0.029]
Newspaper -0.053*** -0.053** -0.050** -0.061*** -@57***
[0.020] [0.022] [0.022] [0.023] [0.022]
Television 0.011 0.018 0.010 0.014 0.008
[0.026] [0.026] [0.027] [0.027] [0.028]
Internet -0.035 -0.035 -0.030 -0.031 -0.026
[0.035] [0.035] [0.035] [0.034] [0.034]
Education -0.013 0.005 0.005 -0.009 -0.009
[0.037] [0.034] [0.034] [0.034] [0.033]
Age -0.003*** -0.002** -0.002** -0.002** -0.002**
[0.001] [0.001] [0.001] [0.001] [0.001]
Income 0.017* 0.015* 0.018** 0.010 0.012
[0.008] [0.009] [0.009] [0.009] [0.008]
Religious -0.004 0.004
[0.038] [0.038]
General trust -0.171%** -0.189***
[0.038] [0.032]
Ecology -0.036 -0.034 -0.036 -0.033
[0.035] [0.035] [0.037] [0.037]
Wealth 0.007 0.008 0.010 0.012
[0.010] [0.010] [0.010] [0.010]
Help society -0.008 -0.004 -0.008 -0.003
[0.013] [0.013] [0.013] [0.013]
Democracy -0.020** -0.019** -0.022*** -0.021***
[0.008] [0.008] [0.008] [0.008]
Inequality 0.016*** 0.015** 0.021**=* 0.021**=
[0.006] [0.006] [0.006] [0.006]
Government role -0.017*** -0.018*** -0.019%** -@19***
[0.006] [0.006] [0.006] [0.006]
Competition harmful -0.011** -0.011** -0.015*** 0.015%**
[0.005] [0.005] [0.005] [0.005]
Catholic 0.036 0.026
[0.042] [0.041]
Muslim 0.084 0.074
[0.108] [0.108]
No religion -0.028 -0.040
[0.049] [0.048]
Orthodox 0.028 0.017
[0.084] [0.082]
Hindu -0.077 -0.103
[0.067] [0.066]
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Buddhist 0.075 0.059
[0.089] [0.090]
Other religion 0.031 0.011
[0.069] [0.068]
Observations 63,843 55,833 54,760 52,466 51,413
Pseudo R-squared 0.0444 0.0444 0.0455 0.0424 0.043
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Appendix. Definitions and sources of variables

Name

| Definition and source

Dependent variables

Trust in banks

Ordinal variable based on respomsleet questionCould you tell me how
much confidence you have in banring:None at all(1), Not very much
confidencd?2), Quite a lot of confidencg), A great deal of confidendd).
Source: World Values Survey.

Relative trust in banks

Difference betwékmst in banksnd trust in courts defined as the ordinal
variable based on the response to the questiontd you tell me how much
confidence you have in courtSeoring:None at all(1), Not very much
confidencd?2), Quite a lot of confidencg), A great deal of confidendd).
Source: World Values Survey.

High trust in banks

Dummy variable equal to oniaé respondent hasgreat deal of confidencg
or quite a lot of confidencie banks, and zero otherwise. Source: World
Values Survey.

Country-level variables

Bank concentration

Assets of five largest banka sisare of total commercial banking assets.
Observations from first previous year have beewl tséill in missing
observations (Data for 2007—-2013). The mean ottlears before the
survey year in each country has been used. SaoBtobal Financial
Development Database (Bankscope, Bureau van Dijk)

GDP per capita

Gross domestic product divided byryeiar population. Data are in
thousands of current US dollars. For Kuwait in 2ah®& value from previous
year is used. For all countries, the mean of thieegs before the survey yea|

in each country has been used. Source: World Dpretat Indicators

Financial crisis

Dummy variable equal to 1 in cak&nancial crisis. Financial crisis
identified based on Systemic Banking Crises Datb&s Update by Fabian
Valencia and Luc Laeven, available at
https://www.imf.org/external/pubs/cat/longres.agk«26015.0
The observation of one year before the survey iyeaach country has been
used.

Deposit insurance

Dummy variable equal to 1 if¢hisrexplicit deposit insurance in a given
country. Data come from Demirgl¢-Kunt, Kane andvese (2013).

Rule of law

Reflects perceptions of the extent to which agbate confidence in and
abide by the rules of society — in particular, guality of contract
enforcement, property rights, policing, the couatsd the likelihood of crime
and violence. Ranges from -2.5 (weak) to 2.5 (gfyo8ource: The World
Governance Indicators.

Income group

Dummy variable equal to one if thentpuis high income and to zero
otherwise. Source: OECD.

Individual-level variables

U

Gender Dummy variable equal to one if the individsa female and zero otherwis
Source: World Values Survey.

Married Dummy variable equal to one if the indivadlis married and zero otherwiseg.
Source: World Values Survey.

Age Age in number of years. Source: World Values/8y

Education Dummy variable equal to one if the indi)al has secondary or tertiary
education and zero otherwise. Source: World Vafiasey.

Income Self-reported level of income of the resgidelative to his country. It is

based on the questio@n this card is an income scale on which 1 indisate

the lowest income group and 10 the highest incomepgin your country.
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We would like to know in what group your househshdrlhe figure reported
ranges from 1 for lowest decile to 10 for highesbime decile. Source:
World Values Survey.

Newspaper

Dummy variable equal to one if the irdliai answers “daily” to the
statementPeople learn what is going on in this country ahe world from
various sources. For newspaper, please indicatetlvéreyou use it to obtain
information daily, weekly, monthly, less than méntr never.Zero for any
other response. Source: World Values Survey.

Television

Dummy variable equal to one if the indial answers “daily” to the
statementPeople learn what is going on in this country ahe world from
various sources. For television, please indicatetibr you use it to obtain
information daily, weekly, monthly, less than montr never Zero for any
other response. Source: World Values Survey.

Internet

Dummy variable equal to one if the induatlanswers “daily” to the
statementPeople learn what is going on in this country ahe world from
various sources. For internet, please indicate Whefou use it to obtain
information daily, weekly, monthly, less than montr never Zero for any
other response. Source: World Values Survey.

Religious

Dummy variable equal to one if the indival answers he is an active
member to the questio@ould you tell me whether you are an active
member, an inactive member or not a member of ecbhar a religious
organizatior? Zero otherwise. Source: World Values Survey.

Catholic

Dummy variable equal to one if individaigclares he or she belongs to
Catholic religion and zero otherwise. Source: Wafidues Survey.

Protestant

Dummy variable equal to one if the iittlial declares he or she belongs tg
Protestant religion and zero otherwise. Source:lt\\dalues Survey.

Orthodox

Dummy variable equal to one if the indiatideclares he or she belongs tg
Orthodox religion and zero otherwise. Source: Watidues Survey.

Muslim

Dummy variable equal to one if the individldaclares he or she belongs to
Muslim religion and zero otherwise. Source: Worlalles Survey.

Hindu

Dummy variable equal to one if the individdalclares he or she belongs to
Hindu religion and zero otherwise. Source: Worldiéa Survey.

Buddhist

Dummy variable equal to one if the induatideclares he or she belongs tg
Buddhist religion and zero otherwise. Source: Watddues Survey.

No religion

Dummy variable equal to one if the widual declares he or she does not
belong to any religion and zero otherwise. Sowterld Values Survey.

Other Religion

Dummy variable equal to one fortla# other religious denominations with ja
small number of respondents. Source: World Valugsey.

Ecology

[2)

Dummy variable equal to one if the respon@ddows ecological preference
and zero otherwise. The value is based on theWollp preferenceHere are
two statements people sometimes make when disgtissienvironment and
economic growth. Which of them comes closer to gaur point of view?
Ecology is equal to one if the respondent prefeedirst statement:
Protecting the environment should be given prigmityen if it causes slower
economic growth and some loss of jadnsd to zero if the respondent prefer
the second statemetiiconomic growth and creating jobs should be the top
priority, even if the environment suffers to somier® Source: World
Values Survey.

(%)

Wealth

Ordinal variable from 1 to 6 with higher we$ showing greater importance
of wealth for the respondent. It is based on tkpaase to the statemetitis
important to be rich, to have a lot of money angemsive thingsResponses
range from 1 to 6 (we recode the answers so thadhs highest agreemen
with statement). Source: World Values Survey.

Help society

Ordinal variable from 1 to 6 with 1@aming full support for the positioh:
is important to do something for the good of sgci8burce: World Values
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Survey.

Democracy Ordinal variable from 1 to 10 with higkatues for greater preference for
democracy based on the questidow important is it for you to live in a
country that is governed democraticallgdurce: World Values Survey.

Inequality Ordinal variable from 1 to 10 with 10 améng full support for the position:

We need larger income differences as incentivemébvidual effort.Source:
World Values Survey.

Government role

Ordinal variable from 1 to 10 with meaning full support for the position:
Government ownership of business and industry shioelincreasedSource:
World Values Survey.

Competition harmful

Ordinal variable from 1 to 1@w10 meaning full support for the position:
Competition is harmful. It brings out the worstgeople.Source: World
Values Survey.

General trust

Dummy variable equal to one if resigon answerdviost people can be
trustedto the questionGenerally speaking, would you say that most peop
can be trusted or that you need to be very caiafdealing with people?
Zero otherwise. Source: World Values Survey.
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