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1. Introduction

Trust in banks has declined rapidly since the on$e¢he 2007 financial crisis
and rebuilding trust appears to be one of the togripes within the banking system
today® In order to contain this unprecedented declinénadt in financial institutions,
regulatory measures and supervisory initiativeshkaiag continuously undertaken by
authorities. However, the increasing pressure gtilegion does not appear to have an
immediate effect toward restoring trust in bankkilst it might lead banks to lose their
ability to operate effectively. Trust in banks seseno be more related to bank
customers” insight of what a bank is; their judgetmef the way in which a bank
operates and their perception of different bankattaristics.Trust is based on the bank
customers’ belief that financial institutions ta#etions and decisions on their behalf,
with the expectation that these do not violaterthvadte of confidence given” (Gill et
al., 2006).

However, little is known about the relationshipvee¢n customers” perceptions
of bank attributes and trust in financial instituis. Moreover, it is unlikely that bank
customers” level of trust in financial institutior@mply relies on their socio-
demographic background or the economic environmeitihout considering attributes
that specifically characterize the bank they ogevath. Which attributes foster trust in
banks? To what extent can a potential loss of frublanks due to a financial crisis be
offset by bank customers” perceptions of such baties? The answers to these
guestions are important for the debate on how bailé trust in banks and may have
major policy implications regarding the deliveryhznk services.

Empirical evidence on which banks” characteristieside the level of trust in
the financial system is relatively hard to come tgspite how often it is publically
discussed. The answer to this question is of nmpbitance for the debate regarding
the delivery of financial services by banks andwsdfare consequences of the way in
which they carry out their activity. This paper aito grasp a better understanding of
the relationship between trust in banks and seatabutes that characterize financial

institutions, by studying trust in the Spanish fio@l system.

! The Gallup analysis of confidence in institutidras recently revealed a trust crisis in the U.8kig
industry. In October 2010, the number of Americaxpressing a “great deal” or “quite a lot” of
confidence in banks fell to an all-time low of 18%hat seems to be a continuation of a free fall tha
began in 2006.



In light of how important this issue is, and tharsity of evidence available, our
paper analyses how the perception of specificbaiies and characteristics of banks
affect individuals” trust in financial institutioris Spain. The main objective we have is
to define which of these features bank customelgevthe most, and are therefore
positively related to trust in the financial systeamd also to analyse whether these
features helped to compensate the potential dréipeitevel of trust in banks due to the
2007 financial crisis. Our intention is to quantitywhat extent the financial crisis has
affected trust in Spanish financial institutionsddo what extent certain banks” features

can help to balance such a decline.

By using a unique survey data set that containgilddt information about
Spanish bank customers” trust in financial ingong and their judgment of several
bank attributes, we estimate the effects of theguron of several bank characteristics
on the level of trust that bank customers havehéirtown financial institution. More
specifically, we analyse the extent to which theapeeters regarding the bank-customer
relationship foster trust in financial institutioriBhe survey provides information about
the specific level of trust in banks —measuredh®y level of bank customers’ trust in
the solvency of commercial banks/savings banks émegal, and of their own
commercial bank/savings bank in particular— and about the general level of
individual distrust —proxied by the level of bankstomers’ distrust in people they do
not have a close relationship with—. Our data plsavides a number of variables that
are related to the perception that bank custonteng regarding several characteristics
and attributes of their own bank —in terms of d@nsi, efficiency, service, social
activities, comfort and commitment— allowing us tontrol for bank customer
heterogeneity. Missing trend data prevents us ffmoviding a long-run analysis.
However, the bank-specific levels of trust anddkeeral levels of distrust provided by
the survey, together with bank customers” perceptiegarding a number of financial

institutions” characteristics, distinguish our st@idm any previous related work.

To our knowledge, this paper is a pioneer as regére assessment of trust in
the financial system, related to bank-specific abtaristics under the consideration of
an underlying general level of distrust. Our aniglys interesting for two main reasons.
First, it complements the existing literature thas up until now mainly focused on the
determinants of general trust (Alesina and La Farra002) and on trust in political

institutions (Mishler and Rose, 2001). It also asvesome holes regarding the
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determinants of trust in financial institutions é@ped in recent studies (Knell and
Stix, 2009; Mosch and Prast, 2008). Second, thigragzh enables us to analyse
whether the potential fall in trust is likely to bepermanent “level shift” or more likely
a transitory phenomenon that will disappear onee fthancial crisis is over or that
could be compensated through the delivery of fir@nservices. We particularly
consider if changes in trust can be associated aligimges in the explanatory variables,
as one can then expect the level of trust to retiwiits pre-crisis value when, after the
end of the turbulence, the independent variableso@gh their normal values. If, on the
other hand, our empirical model leaves the levdt shtrust largely unexplained, then

this can be interpreted as a “trust problem” thay nmdicate a permanent decline.

We specifically study two questions: What factoesedmine the level of trust in
banks? To what extent do such factors compengad¢eatial loss of trust in banks due
to a financial crisis? Our regressions deliver eber of interesting results. First, there
are very few differences in the level of trust todgbanks along socio-demographic
lines (gender, age, employment situation, educastatus, marital status and income).
This suggests that —at least in principle— trusianks is not confined to specific socio-
demographic sub-groups of the population. Seconel, perception of certain banks
performance characteristics plays a much more itapbrrole than the socio-

demographic characteristics.

We find the effects of bank characteristics sucthasank’s sensitivity towards
its customers” problems, banks” effectiveness wloeking for answers to bank
customers” problems, the provision of social atiisi and the commitment to their
customers to be statistically significant across filifferent levels of underlying general
distrust. These variables also appear to exertrangfric impact in the sense that they
are related to increases and decreases of trdistaimcial institutions according to the

perception level.

The paper is structured as follows. In the follogvisection, we discuss the
relevant literature and provide some new evidermmutaithe importance of trust for
financial decisions. Next, we state the hypothebgs establishing the potential
determinants of trust in banks. In section 4, wesent our data and econometric

methodology. Section 5 introduces the main results.section 6 we include



methodological aspects regarding the economic itnplalbank customers” perceptions

on trust and policy implications. Section 7 conesd

2. Thelmportanceof Trust: Literature Review

Studies from recent years consistently mentiont tagsa significant factor as
regards economic growth, especially its great irgmare for financial intermediation
during periods of instability. It has been suggeste several occasions that the deep
distrust between banks in the course of the cdeidd be inferred from the virtual
breakdown of the interbank market. Guiso et al0L@®008) support the potentially
severe long-run consequences for financial markeid financial intermediation a
decline of trust can have. In the short term, gherthreat is the possibility of financial

panics and bank runs due to the rising distrubainks.

Trust, an important economic factor, should be wwred as “a remarkably
efficient lubricant to economics exchange [thatfiluees complex realities far more
quickly and economically than prediction, autharitr bargaining” (Powell, 1990).
Moreover, according to Etzioni (1988), a level mfst is a fundamental element of the
social fabric and a factor in all market transatsioAlong the same lines, Sapienza and
Zingales (2009) describe how: “Something importavais destroyed in the last few
months. It is an asset crucial to production, e¥énis not made of bricks and mortar.
While this asset does not enter standard natictaluant statistics or standard economic
models, it is so crucial to development that itsesdze —according to Nobel laureate
Kenneth Arrow- is the cause of much of the econdmikwardness in the world. This

asset is trust®.

There are many ways in which the paper relatebdditerature. Many studies
have analysed the relationship between trust andogcic growth or other economic
performance (Knack and Keefer, 1997) in the liten@t It has also been suggested that

the financial contracts by nature require an egtligdiigh level of trust: “While trust is

2 In support of this view, the second annual Edelffarst in US Financial Services study has shown tha
trust in financial services firms fell for nearlglhof the surveyed individual investors in 201@cArding

to Edelman’s research, trust in US banks has plueunsteadily since 2007. A similar study from
Forrester in early 2010 concluded that roughly 76ftbig bank customers do not trust their banks.
Similarly, a Harris poll found that bank reputasohave suffered, as few Americans find statemaynts
financial institutions believable.



fundamental to all trade and investment, it isipalarly important in financial markets,

where people depart with their money in exchangepfomises. Promises that aren’t
worth the paper they're written on if there is nest’ (Sapienza and Zingales, 2009). In
agreement with this argument, some papers have rigrated that trust is positively

correlated with access to credit, the use of chelckger interest rate margins, stock
market capitalisation, households investments ackst and deeper and more efficient
financial markets in general (e.g. Porta et al. 7199alderon et al. 2002, Guiso et
al.2004 and Guiso et al. 2008). More recently, &aga and Zingales (2009) showed
that the level of trust in banks and the likelihaddieposit withdrawals by U.S. citizens
are related.

Most of this literature has in fact focused on theneral trust question” (i.e.
trust in other people) and there is less resednelh has focused categorically on
institutional trust, in particular, trust in finaat institutions. An example of some
literature on trust in political institutions inclas Mishler and Rose (2001), and the
determinants of trust in various other institutidmeve been studied: e.g. in Hudson
(2006), Torgler (2007), Fischer and Hahn (2008) stfoand Prast (2008) or Gros and
Roth (2009). There are also a number of papersinkastigate the evolution of trust
and confidence and the interaction of general asdtiutional trust with government
regulation (Carlin et al., 2009 and Aghion et 2009).

There are two alternative, although probably commgletary, explanations for
the determination of institutional trust. Cultutileories argue that it is exogenous
(Inglehart, 1997) and based on dyadic trust. Adqisiids frequently viewed as being
learned early in life. Institutional theories, ¢ tother hand, argue that it is endogenous
(Hetherington, 1998 and North, 1990) and influentsdinstitutional performance.
Newton (1999) also concludes that dyadic and palititrust, a component of
institutional trust, are conceptually distinct. Thest suggests that there should be
relatively little difference in the levels of trust different institutions and it is not
obvious why it should vary with factors such as,agarital status or state change
variables, although it may be linked to other semtonomic variables such as gender
and education which might reflect differences ia #wocialization process. In addition,
to the extent that people do not move geograpRicaid the relative income of the
parents is passed to the children then it mightt bésexpected an impact of income and

location on trust. However, trust may also diffeonh person to person with some
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people being “naturally trusting” in both dyadicdaholistic contexts, and these results

in them tending to trust all institutions more thaher people.

Mishler and Rose (2001) analyse institutional trustCentral and Eastern
Europe along several dimensions including parliagmérade unions, the police, the
courts and the media. Using regression analysig din@lyse trust in institutions as a
whole, defined as average trust in six institutiombe results show only a weak
significance for socio-economic variables, withstrincreasing with age and for smaller
towns and villages. Perceptions of factors suatoasiption and economic performance
are in contrast much more significant. They alsul fiittle evidence that dyadic trust
impacts on political trust. Brewer et al. (2004hclude that in the USA trust in other
nations is dependent upon social trust, domestiitiqad trust and declines with age.
Schweer (1997) focuses on the determinants of yadndfs’ experienced trust towards
the central institutions of society and concludieat tthe perceived attributes of an
institution are relevant for the degree of expearezh trust. Williams et al. (1999)
analyse trust amongst residents close to a nualeapons site in the USA and conclude
it is influenced by a variety of factors includimgersonal traits, experiences and

economic needs.

Three articles are however very closely relate@uo study, in the sense that
they specifically analyse trust in financial ingtions. In the first place, Knell and Stix
(2009) study whether trust in Austrian banks hadided during the global financial
crisis and assess what factors determine the &dvelist in Banks. The authors provide
evidence that the degree of individual informatilmes not influence trust, that banking
trust is contagious and that the extension of depwirance coverage in October 2008
had a positive effect on trust. The authors alsmwskhat trust in banks is mainly
affected by “subjective” variables like the indivals' assessment of the current
economic and financial situation and by their fatwutlooks. Among their central
“subjective” variables, the authors consider sdveraxies related to the financial
situation of the household, bank customers” peimemf their own and the economic

future, and the perception of inflation and Eurorency stability.

In the second place, Mosch and Prast (2008) prostiience regarding trust in
banks for the Dutch financial sector. Based on eyg\wover the period 2003-2006, the
authors find a significant positive link betweemfidence in the economy and trust in



the country’s institutions, in line with the resufirovided by Knell and Stix (2009). In
the third place, Gill et al. (2006) studied the anpof some personal level features
related to the provision of banking services ta@oners such as empathy, kindness and
similarity or affinity, and others related to thetwal provision of bank services such as
customization, competition and management. Thelteesuggest that the six factors
generally favor confidence, and the authors sughestthe weight of the factors varies
during different periods established during thelsamstomer relationship.

Our contribution to the literature is two-fold. @ne side, we analyse the extent
to which bank customers” perceptions of severalk battributes, controlling for
demographic and more general “subjective” varigbbesd foster trust in financial
institutions. Second, we study in what degree caotantial loss of trust in banks due
to a financial crisis be offset by bank customees’ceptions of such attributes.

3. The Determinants of Trust in Banks

It is not oblivious to conciliate the bank relatstip theoretical background with
the development of a theoretical framework for ttiasbanks. We can define a bank
relationship as the association between a bankcasstbmer that goes beyond the
execution of simple, anonymous, financial transasi According to the literature on
relationship banking, it is unclear how importarglase relationship between bank and

customer actually is (Ongena and Smith, 1998).

However, there are potential benefits of such imghip, for example, the
transfer of proprietary information or a commitmémtcontinue to do business together
through times of financially difficulty, among otfse The authors argue that “the global
trends towards deregulation, disintermediation as®turitisation appear to only
accelerate the transition from relationship-inteesiservices to more market or
transactions-oriented financial products. Yet retaghip-intensive financing may be a

fundamental ingredient in the nurturing of devehgpfirms and economies”.

A given banks’ ability to maintain a relationshiepnds on the quality and
price of services offered, the quality of the casto and the competitive environment in
which the bank operates. In this way, considerireg & bank provides a customer with

a multitude of services over time, it is able tarlea great deal about the financial needs
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of its customers, allowing the bank to tailor itengces to suit their financial
requirements, encouraging an affinity between theamd, therefore making the customer
willing to demand its financial services from thank it trusts. This framework
becomes especially useful when setting up our aealgf the determinants of financial

trust®

Deduced from a sociological perspective, Zucker8@)9characterizes three
central mechanisms of “trust production” in econonstructures; process-based,
characteristic-based, and institutional-based frust the process-based mode, trust
arises either through the personal experience ctrneg exchanges or from
expectations based on reputation. If a long-terrfartt2 emerges, such repeated
exchanges create a system of diffused social noofmsnutual obligation and
expectations of equitable treatment (Zucker, 1986&yough this process, transactions
become embedded in a social context where the medrsmverlaps the economic
(Braddach and Eccles, 1989; Granovetter, 1985, )198#% security and stability of
such recurring reciprocal exchanges enable learamugengender trust (Powell, 1990).
According to Bromiley and Cummings (1992), peoplest those who have interacted
sincerely with them in the past. This suggests tmgiotheses can be developed
concerning the impact of differing economic systeand performance characteristics,

on the development of individuals” predispositibmgust or distrust.

Trust is a crucial variable that concerns our refehips with all those that we
interact with. Trust works on the belief that thteey person, organisation or institution
will consider the interests of all concerned, amértist in an institution, a person would
need to be confident that things will be carried twua satisfactory level. Reputation
based on past behaviour becomes an important feegarding trust between people
and institutions, as does future expectation, d&vigiuals are reluctant to allow others
to influence their welfare if they are uncertairoabthe potential harm that may be
caused. Indeed, Sobel (2002) defines trust as iliegmuess to permit the decisions of

others to influence individual's welfare.

% As an example, most surveyed individuals in theosd annual Edelman Trust in U.S. Financial
Services study cited “honest communication” andritparency” as keys to reputation and trust.

4 Although these categories stem from a sociologieakpective, there are clear commonalities with
economics.



In choosing the set of independent variables webgeck to the literature on
dyadic and holistic trust (Hudson, 2006). As stabgd Hudson (2006) individuals
consider the extent they trust the institution udilf its role in a satisfactory manner.
Accordingly, it appears likely that individualwill trust the institutionh provided the
perceived probability that they will carry out theemit to a satisfactory degree. Our
paper considers this factor in a different way.c8iour data includes information on
bank customer general level of distrust as welltres perception of several bank
performance variables, we control for heterogenaitytrust in banks by using this

information.

A controversial issue in this literature is whetlrstitutional trust is simply a
function of an individual’s level of general trust whether it is influenced by
institutional performance. Without taking a stawocethis issue we include explanatory
variables that are related to both theoretical @ggites. First, we take the usual set of
socio-demographic variables that have been shovirate some explanatory power in
specifications involving general trust (Alesina dralFerrara 2002, Rainer and Siedler
2009). These include variables such as age, geedgloyment situation, education,
marital situation, etc. It should be noted thatstheand other socio-demographic
characteristics might not only influence generabty but also the probability and the
type of contact with financial institutions and thlility to assess the quality of bank's
accomplishments. This might be an important faiftmstitutional trust is related to the
(actual or perceived) performance of the institutio

Following these considerations, we also includetao§ additional variables that
might directly influence a person's attitude toveabdinks and also their ability to judge
their past and present performance. Hence, in iaddiio the socio-demographic
variables we also use a number of variables thatrafated to bank customers’
perception of several characteristics and attrbutietheir own bank; i.e. sensitivity,
efficiency, service, social activities, comfort aodmmitment. Whatever the rationale
for their influence, the existing literature haseof shown that these subjective variables

are important determinants of trust (Rainer andliSie 2009) Trust could be then

® We want to stress, however, that the use of ptiorepariables makes it almost impossible to piwdo
causality in a satisfactory manner. Trust and otpersonal attitudes and views are formed in a
simultaneous way. We therefore regard our analysisietermining systematic relation between these
subjective variables rather than attempting to jpl®evidence on causal mechanisms.
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usefully conceived as a function, with the amourtrust varying as the result of some
combination of characteristic similarity and posgtirelational experience, with broad
societal norms and expectations setting a baselimetercept —the initial expectations

of general trustworthiness—.

4. Data and M ethodology
4.1. Data

Our dataset is the 2009 survey conducted by thsetitto de Encuestas y
Opinién Publica” (IMOP) on trust in financial inttions in Spain. The survey is based
on a broad sample size of 1,601 bank customersiogvthe entire Spanish territory.
The survey was carried out by computer-aided te@ephinterviews using the CATI-
PTM (own produced CATI for PC network) computeristesl telephone survey
technique. The sample error in the case of p=q=306f@ 95.5% confidence level, was
+1.8%. The field work was carried out in Januar@2@y a team of IMOP telephone
field network interviewers. The survey sample idiorally representative, and it
contains rich information about bank customerscgation of several bank attributes,
which is usually not available in other data sosrdeey features of our data are as

follows.

First, our data set includes information on thearhhg level of general trust.
This allows us to examine whether the level of gmedrust in banks is different
according to differences in the general level abtr Second, in addition to individual
demographic characteristics, the survey asked easpondent to provide his/her
perceptions towards several bank attributes. TYlgidaank customers” perceptions are
not easily observed, or they are rarely incorpardte econometric analyses. We will
argue that this type of data allows us to contosl the unobserved bank customer
heterogeneity that could lead to severe bias imagts of the effect of bank customers’

perception of different bank characteristics.

Second, the survey asked about the specific lelveiust in banks by type of
financial institution, including commercial banksidasavings banks. A respondent
chooses one out of six levels of specific trusbamks —strongly agree, agree, neither

agree nor disagree, disagree, strongly disagree@amd know. We interpret the level of
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agreement as the customer specific level of trubanks when estimating an individual

level discrete choice model.

Third, the survey asked respondents if they bellgyanish financial institutions
are changing their behaviour as a consequencescfuirent crisis for better or worse
by type of financial institution. We assume thag¢ @pecific level of trust in a bank
belongs to a customer’s choice set in a partictif@ncial institution according to
his/her belief regarding whether the different &ypef financial institutions have
changed their behaviour with the crisis. This alows to control for consumer
heterogeneity of choice set, which could also léadbias in parameter estimates.

Summary statistics for this sample are shown ind ab
4.2. The Econometric Set-Up

This section discusses our estimation approach aod econometric model
specifications. We estimate two specifications ofmaltinomial logit model that
explains the specific level of trust in financialstitutions chosen by bank customers
employing several variables that allow the idectifion of the bank-customer
relationship backgrountiThe specific level of trust in bankgyst_fin) is proxied by
the question: “I trust the solvency of commerciahks/savings banks in general and of
my commercial bank/savings bank in particular’. Tgeneral level of individual
distrust @istrust) is measured by the question: “I generally digtpeople | do not have
a close relationship with”. The variables that iifgnbank-customer relationship
aspects are proxied by several questions relatedbattk customers’ perceptions
regarding banks’ sensitivitysénsitive), efficiency €ffic), service gervice), social
activities 6ocial_act), comfort €omfort) and commitment commit). The variables
trust_fin, distrust, sensitive, effic, service, social_act, comfort andcommit are measured

by a 0-5 scale.

In what follows, we discuss the specification af thodel by assuming a typical

situation faced by econometricians, where the databank customer perceptions

® As there are six response categories relatedetdetrel of specific trust in a financial institutidhat
consist of “strongly agree”, “agree”, “neither agneor disagree”, “disagree”, “strongly disagreeti 4do
not know”, and the category “do not know” invalidatmodels for ordinal outcomes, we perform a
multinomial logit model (MNLM) which is the mostdquently used nominal regression model in such
cases. Although there might be a potential lossffidiency in using this model, such loss is couatted

by avoiding potential bias.
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toward each specific level of trust in a bank weot¢ available. This specification will
help us explain the endogeneity problem of the ggrevel of trust. We assume that
the specific level of trust of bank customein a financial institutionh, with an

underlying level of general of distrystis defined as follows:
tTUSt_fiTlijh = ajh + Xiﬂjh + diStT'LLStij(s]'h + gijh + el-jh (1)

whereX; is a vector of bank customer characteristtistrust;; is a vector of general
level of distrust related dummies;;, captures the unobserved bank customer
perception of general distrugt at financial institutionh; and e;; captures de
measurement errors and it is assumed toi lbea;, measures the mean level of specific
trust in a financial institution under a generaldeof distrusi at financial institutiorh,
regardless of consumer characterist®ndd are vectors of the specific level of trust

in a financial institution foX; anddistrust;;, respectively. In particulas, captures the

jo
direct effect of general level of distrust dummigsmeasures the immediate impact of

the underlying level of distrust on the specifiedeof trust in a financial institution.

If distrust;; is uncorrelated witl;;;,, one can estimate this specification using a
multinomial logit model and obtain consistent esiies on the general level of distrust
dummies. However, it is likely the dummies for tdpeneral level of distrust might be
positively correlated withe;;,. To handle this potential positive correlation,r ou
approach here is to use the data on banks custoeneeption toward several banks”
attributes as a proxy fagj,. The idea is that if we control fay;,, then it is possible to
obtain consistent estimates of the effect of theega level of distrust® As for the
attitudinal data, we use the six consumer perceatétbutes of financial institutions
previously mentioned:sensitive, effic, service, social_act, comfort, commit. It is
important to note that this type of attitudinal alag not typically observed and all of
them are subjective measures reported by individaak customers. In particular, the
second feature suggests that our attitudinal dati¢édgootentially capture a significant

amount of bank customer heterogeneity in the sipetafel of trust in a financial

"We do not assume a priori that the attitudinahdae a good proxy for individual specific levelgrast

in financial institutions. Instead, we let the swied model tell us whether the attitudinal data ar

informative or not.

® As pointed out by Harris and Keane (1999) and Keg2004), using attitudinal data to control for

unobserved heterogeneity provides an alternativéhéoconventional econometric approach of using
instrumental variables. But, unlike instrumentaiiales, this approach works in non-linear modalgh

as the multinomial logit model considered here.
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institution. In the full specification of our modehe specific level of trust of bank
customet in a financial institutiorh, with an underlying level of general of distrisis
defined as follows:

trust_finijh = ajh + Xiﬁjh + distrustiijh + Zijyh + eijh (2)

whereZ;; is a vector of attributes under the general lefelistrustj evaluated by bank

customei.®

5. Results
5.1. Estimation of the basaline model

Coefficients of bank customer socio-demographicrattaristics are presented
in column 1 of Table 3a. The results are generalilgned with findings of previous
studies. The variablencome appears to be the most crucial characteristic atkb
customers, and it is statistically significant asrall levels of trust in banks, while other
characteristics, such as married or age are statlgtsignificant for only a few levels

of trust in bankg?

Column 2 of Table 3a reports coefficients for thariables regarding bank
customers” perceptions of most of banks™ attributescan be noted that bank
customers” perceptions of most of banks” attriboteasuring institutional performance
or quality tend to have a positive effect regardingst in banks (some of them
presenting almost a symmetrical impact considetiing base outcome). For this
specification, most of the perception variables en@xpected signs and are highly
statistically significant across the different llsvef trust in banks. Overalensitive and
effic seem to be the most crucial perception varialNese specifically, for one unit
change in the variablesensitive, the log of the ratio of the two probabilities,
P(rust_fin=4)/P¢rust_fin=2), will be increased by 0.81. Therefore, we cay that, in
general, the more a person values their bank’stisétgsto bank customers” problems,

® The approach is equivalent to assigning a levéndifect utility to each alternative and assumihat
individuals choose the alternative that yields treatest utility. Indirect utility is assumed to be
function of economic and demographic variables ab as other unobserved characteristics. Coefficien
estimates represent the differential effects ofaheerved characteristics on utility.

1% The log-likelihood ratios confirm that includingtitudinal data in our analysis improves the fitoafr
model significantly, as it improves the log-likedibd from-1,970.19 to -1,741.55.
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the more they will tend to trust. Similarly, for ®mnit change in the variabéffic, the
log of the ratio of the two probabilities tR{st_fin=4)/Prust_fin=2) will increase by
0.453. It can then be understood that as the pgooeghat bank customers have
regarding the effectiveness of banks when lookiog @hswers to bank customers’

problems increases, the level of trust is enhanced.

Similar results are obtained for other perceptianiables such asocial_act and
comfort, as the variablesocial_act andcomfort are significant regarding their effect on
higher levels of trust, i.drust_fin = 4. However, their coefficients are not statetic
significant for other levels of trust in banks.alppears that for one unit change in the
variable social_act, the log of the ratio of the two probabilities
P(rust_fin=4)/Ptrust_fin=2) will be increased by 0.627, implying that theseution of
social activities by banks has a positive effecttroist in banks. Moreover, the results
reflect that the more comfortable bank customerd fehen they visit their bank
(comfort), the more they trust their bank (the log of th&a of the two probabilities
P(trust_fin=4)/Ptrust_fin=2) will be increased by 0.756).

Column 3 of Table 3a presents the coefficientgtiercomplete baseline model.
Interestingly, including bank customer charactassas control variables does not seem
to alter the significance and impact of coefficerbr perception. The perception
variables hold expected signs and are highly szl significant across the different

levels of trust in banks.

5.2. Marginal effects of the baseline model

Although the intuition provided above offers a fiismalytical approach, the use
of probability models for multiple responses lenitiself to the interpretation of
parameters in terms of marginal probability effedts order to interpret the results
appropriately the multinomial logit results are sgeted in terms of marginal effects,

P‘r(trust_fini=j | Z)

. 0
which are computed as 5y
4

where Pr(trust_fin, = j|z) is the

probability of trusting a financial institution ta certain level given the changes

observed in variable;.'* The question of interest is: How does the prolitgbof

' The marginal effects for one variable are estichdtelding the rest of the variables constant air the
mean values.
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observing a certain outcomg = 1,...,J change if, ceteris paribus, one of the
explanatory variables changes? In this paper, werainly interested in the effect of a
change in bank customers” perception of severdk binbutes on the probability of
trust in banks. To get a feel for the economic ificgnce of this effect, we calculate the
impact of marginally increasing bank customersception of several bank attributes
on the probability of trusting a bank with the meatues for all the other variables. In
what follows, we report the marginal effects at thean of the independent variable
trust_fin, as offered by Table 3b.

All coefficients related to bank customers” peraep of bank attributes and
characteristics appear to be significantly posiforepositive outcomes of trust in banks,
and significantly negative for negative outcomegarding trust in banks, following an
almost harmonic effect along the outcome distriutiAs expected, ceteris paribus, the
perception of a bank’s sensitivity towards bankamsrs” problems (variabkensitive)
is found to be positively and significantly relattm positive levels of trust in banks
(5.63% consideringtrust_fin=3 and 4.88% fortrust_fin=4), while simultaneously
related negatively and significantly to negativeels of trust in banks (-6.04% for
trust_fin=1 and -3.43% consideririgust_fin=0).

Similarly, banks™ effectiveness when looking forsamers to their customers’
problems (variablesffic) also fosters the probability of trust in finarlciastitutions,
along both sides of the outcome distribution. Othastomer perceptions of bank
attributes and characteristics appear to affest irubanks in a similar fashion. In this
sense, a marginal increase in the perception ofjtiadéity of the services provided by a
bank (variableservice) —compared to other nearby institutions— has atipesand
significant impact on the probability of trust iarks of 2.24% at its highest outcome
level ¢rust_fin=4). Moreover, social activities delivered by banksgeneral and the
customer’s bank in particular(variabdecial_act) and the perceived comfort when
visiting their bank (variableomfort) are found to be positively and significantly telh
to the probability of trust in banks at its highesitcome levettust_fin=0) with the
marginal effects being 3.96% and 5.39%, respegtivBluch perceptions are also
negatively and significantly related to the proligibiof trust in banks at its lowest
outcome level tfust fin=0) with the marginal effects being -1.59% and 8%

respectively.

16



Among demographic characteristics, the variaggader appears to have a
significant impact on the level of trust in banBging a woman has a negative average
marginal effect of -7.43% regarding the outcomeelewvust fin=3 and a positive
average marginal effect of 4.4% regarding the auideveltrust_fin=1. Similarly, the
employment situation of the respondent (variabteploy situ) is positively and
significantly related to the probability of trust banks. In particular, bank customers
that are currently working present a positive maaieffect of 1.73% regarding the
highest outcome levetr(st_fin=4). Finally, the variablenarried has a significant effect
on the level of trust in banks. Being married hasgative average marginal effect of
-1.91% regarding the outcome levrlst fin=3 and a positive average marginal effect
of 1.51% regarding the outcome lewelst_fin=1. Other demographic variables, such as
the age of the respondent, the level of educatlon perceived status and the level of

income do not appear to have impact the levelust iin banks.
5.3. Estimation of trust in banks by levels of distrust

Table 4a and Table 4b present coefficients for dieamelated to the general
level of distrust distrust)."*The results are consistent with our endogeneityragmnts
discussed in the previous section. It should behasiged that after controlling for the
different levels of distrust, bank customer perimptvariables tend to remain
statistically significant. Although most indepenteariables loose explanatory power
underdistrust=3 anddistrust=4, it seems reasonable that the effect of bantomess’
perceptions on trust in financial institutions Iessignificance for higher levels of

general distrust.

The variablesservice and comfort seem to be the most crucial perception
variables when considering a neutral general lefélistrust ¢listrust=2). In such case,
for one unit change in the varialdervice, the log of the ratio of the two probabilities,
P(rust_fin=4)/Ptrust_fin=2), will be increased by 4.863. Therefore, we say that, in
general, the better services a bank provides cadp@r other nearby institutions, the
more bank customers will tend to trust in suchritial institution. Similarly, for one

unit change in the variableomfort, the log of the ratio of the two probabilities

2'In what follows, demographic variables are omitesdwe focus our analysis on variables related to
bank customers” perceptions of bank attributescagacteristics. In support of this analysis, Tatide
and Table 4d present marginal effects for diffetemnéls of general distrustli§trust).
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P(rust_fin=4)/Ptrust_fin=2) will increase by 5.272. It can then be undardtthat the
more comfortable a customer feels when visitingrtbank, the higher the level of trust
in the bank. Similar results are obtained for otherception variables such sensitive
andsocial_act, although these are not as significant. Intergbtjrconsidering a neutral
underlying level of distrust, the variabtemmit appears to have a positive effect on
trust in banks, as increasir@mmit by one unit, the log of the ratio of the two
probabilities Pust_fin=0)/Ptrust_fin=2) will be decreased by -1.680, implying that by
meeting its commitments with its customers a baeKuces the probability of

experiencing a drop in trust.

Moreover, under lower levels of distrust (i.distrust=0 and distrust=1)the
results reflect that the more comfortable bankamusts feel when they visit their bank
(comfort), the higher sensitivity banks show towards theirstomers” problems
(sensitive) and the better services banks proviBevfce), the more customers trust their
bank. Overall, we interpret this as evidence thatkbcustomers” perception of bank
attributes increases customers’ likelihood of ingsthe bank they operate with, i.e., the
direct effect of perception variables is present.

5.4. Estimation of trust in banks by type of financial institution

Table 5a presents the coefficients of perceptiamalikes by type of financial
institution (commercial banks or savings bariRsh general, coefficients appear to
have a greater impact and to be economically migr@fisant in the case of savings
banks. This could probably be due to the tradifioabues extended by savings banks in
Spain and their proximity and relational banking\aty.

The variablesensitive appears to be the most decisive perception chaisttie
when explaining customers” trust in banks, and gtatistically significant across most
levels of trust in banks. More specifically, foreoanit change in the variabsensitive,
the log of the ratio of the two probabilities,tfét_fin=4)/Ptrust_fin=2), will be
increased by 0.836 in the case of commercial banks0.867 in the case of savings
banks, both at the 1 per cent level. Hence, theemaocustomer values their bank’s
sensitivity to their problems, the more they walhtl to trust in their bank, with a higher

impact in the case of savings banks. Similarly, doe unit change in the variable

" Supporting these results, Table 5 presents mdreffexts by type of financial institution (commésic
banks or savings banks).
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sensitive, the log of the ratio of the two probabilitiestriaét_fin=0)/Ptrust_fin=2) will
decrease by -0.786 in the case of commercial ban#sy -0.812 in the case of savings
banks.

The variablecomfort is statistically significant only regarding thevé of trust
in banks as defined kyust_fin=4, and it appears to be considerably more sigmifiin
the case of savings banks. Increases in the penefitat bank customers have
regarding how comfortable they feel when they uis#tir bank foster their level of trust
in banks (for one unit change in the variabbenfort, the log of the ratio of the two
probabilities Pfust_fin=4)/Pgrust_fin=2) will increase by 0.580 in the case of

commercial banks and by 0.809 in the case of sawhagks).

Likewise, the variablesocial_act is statistically significant only regarding the
level of trust in banks as defined trys fin=4, and it is more significant in the case of
savings banks. Increases in the value given toak@ativities by bank customers
enhance trust in banks (for one unit change inviréble social _act, the log of the
ratio of the two probabilities B(st_fin=4)/Ptrust_fin=2) will increase by 0.515 in the

case of commercial banks and by 0.8 in the casawfgs banks).

5.5. Robustness of the Estimates

As robustness checks, we perform a likelihood-raést and a Wald test.
Formally, regarding the likelihood-ratio test thephbthesis that all coefficients
associated withrust_fin are simultaneously equal to 0 can be rejectetieaDtl level
(df=5, p<0.01). The Wald test offers the same resultslfiipothesis that all coefficients
associated withrust_fin are simultaneously equal to 0 can be rejectedea01l level).
Moreover, we study the case of multiple independemiables. We test the effects of
two or more independent variables being simultaslgoequal to 0, rejecting all
hypotheses at the 0.1 level.

Furthermore, we test for the independence of weele alternatives (lIA).
Specifically we perform a Hausman test of IIA andal-Hsiao test of IIA. Due to the

ambiguity of the results provided by the Hausma, i®e focus in the Small-Hsiao test.
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According to the latter IIA hold in all cases, mggnthat adding or deleting alternatives

does not affect the odds among the remaining altees*

6. Policy Implications: Rebuilding trust

We now discuss the results from our policy impimas: what would be the
effect of variations in bank customers” perceptitowards bank attributes on trust in
banks? Note that this experiment only affects beumdtomers who currently consider
that Spanish financial institutions are changirgrtbehaviour for the worse. We divide
this sub-sample of customers into five groups atiogr to their levels of general
distrust: (i)distrust=0, (ii) distrust=1, (iii) distrust=2, (iv) distrust=3 and (v)distrust=4.
For every group, we calculate the marginal effeéteach independent variable on the
level of trust in banks, holding the others constdrtheir mean.Tables6 to 11 show the
marginal effects of variations in bank customesmsrcpption variables considering five
different levels of general distrust, including samers” different levels of general
distrust by rows, assigning four alternative praliads of trust in banks to each of

them by columns.

Focusing on the most relevant results, the margefdcts of changes in
customers” perception as defineddegsitive are included in Table 6. For all levels of
general distrust customers would increase theibaiilities of trusting their bank
considering a unit change gensitive. Most interestingly, for customers with a neutral
level of general distrust the increase of trustbamks (from neither agreeing nor
disagreeing on trusting to agreeing on trustingkbamvould be of 34.7%.Similarly,
Table 11 presents the approximation for the amotiohange in trust in banks that will
be produced by a unit changedommit. It appears that for customers with a neutral
level of general distrust the increase of trustbamks (from neither agreeing nor

disagreeing on trusting to agreeing on trustingkbawould be of 34%.

Overall, although in some cases changes in prababfltrust in banks vary across the
different levels of general distrust, their magdés are moderate and in most cases

intuitive. Assuming that bank customers who consilat Spanish financial institutions

4 We also obtain robust results according to theliliood-ratioc and Wald tests for combining
alternatives. Results are available upon request.
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are changing their behaviour for the worse wowtélli tend not to trust in banks, our
results indicate that for the majority of the pglimplications, such a potential loss of
trust in banks due to the financial crisis is dffbg the perceptions of such bank

attributes.

7. Conclusions

In this article we examine bank customers” trusSpanish banks, based on
unique survey evidence. Our data provide infornmagibout the specific level of trust in
banks —proxied by the level of bank customers’ttinsthe solvency of commercial
banks/savings banks in general, and of their owmngercial bank/savings bank in
particular, about the general level of individuadtdist —-measured by the level of bank
customers’ distrust in people they do not haveoaeckelationship with— and about the
perception that bank customers’ have regardingrakebaracteristics and attributes of

their own bank.

We present evidence consistent with the fact thaklzustomer perception of
several bank-specific characteristics impact tivellef trust in banks. Controlling for
bank customer heterogeneity, we find the effectdbarik customers’ perception of
several bank attributes to be statistically sigaifit. Most importantly, we find evidence
that shows that bank’s sensitivity towards its @ustrs” problems is positively related
to the level of trust in the bank. This same tregb appears to be acquainted by
variables such as banks” effectiveness when lootdngnswers to bank customers’

problems, the provision of social activities andhooitment to their customers.

We are also concerned with analysing the factithgeneral socio-demographic
characteristics do not appear to have an effe¢herevel of trust in Spanish financial
institutions. Our results also show that includivank customers” perception of several
bank attributes produces a substantial improvenreninodel fit and allows us to
alleviate the endogeneity problem of general triisis highlights the importance of
collecting this type of data in order to lessen plagential omitted variable bias when

conducting surveys to study bank customers” truhancial institutions.

We provide the first effort to understand how baoktomers” perceptions affect

trust in financial institutions. It could be thdtet process of restoring trust with the
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public might have to start within banks. Our policyplications suggest that for the
sub-population of bank customers with neutral Ievel general distrust, who also
consider that Spanish financial institutions aranghng their behaviour for the worse,
an increase in banks” sensitivity towards custonyaablems and banks” commitment
to their customers would increase their probabdityrusting banks by 34.7% and 34%,

respectively.

Although we believe that our paper provides somefulanformation for the
current policy debate on how to restore trust inkisathere are still many unanswered
questions due to data limitations. Collecting miafermation on customers” perception
of bank attributes is crucial to further improver anderstanding about how such bank
characteristics affect the development of trustother limitation of our study is that
our sample does not provide a trend data to develtgng-run analysis. Yet, several
questions remain unanswered. How does customers2giemn of bank attributes affect
trust in financial institutions over time? How wdutustomers” perception of bank
characteristics and trust in banks impact in de atemof financial services and
products? We leave these important questions farduesearch.
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Tablel
Summary statistic

Variable No. of Obs. Mean Std. Dev. Min Max
trust_fin 1601 2.72 1.12 0 5
gender 1601 0.50 0.50 0 1
age 1601 43.00 11.18 25 65
employ_situ 1601 4.11 1.38 0 5
educat 1601 1.90 0.82 0 3
status 1601 2.29 0.98 0 4
married 1601 1.12 1.65 0 5
income 1601 3.00 1.26 0 6
mfi_oper 1601 0.73 0.52 0 2
sensitive 1601 2.58 1.25 0 5
effec 1601 2.69 1.21 0 5
service 1601 2.88 1.42 0 5
social_act 1601 2.78 1.27 0 5
comfort 1601 2.92 0.99 0 5
commit 1601 2.97 1.03 0 5
distrust 1601 1.85 1.36 0 5
change 1427 0.31 0.46 0 1
change good 987 0.81 0.55 0 2
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Table?2

Variables definition.

Variable Definition

trust_fin | trust in the solvency of banks in general, andhgfbank in particular.

gender Gender of the respondent.

age Age of the respondent.

employ_situ Employment situation of the respondent.

educat Education level of the respondent

status Perceived economic status of the respondent.

married Marital status of the respondent.

income Monthly income of all the members of the household.

mfi_oper Type of institution with which the individual opées more often.

sensitive It’s sensitive to bank customers” problems.

effec It’s effective when looking for answers to banktougers” problems.

service It provides better services than other nearbytinstins | could go to.

social_act | value social activities delivered by banks in geh, and by my bank in
particular.

comfort | feel comfortable when | visit my bank.

commit The bank knows that meeting its commitments wilcitstomers is important
towards improving its reputation and commercialifi@s.

distrust In general, | distrust people who with | do not @avclose relation.

change Spanish financial institutions are changing theindviour as a consequence of

change_good

the current crisis.

Spanish financial institutions are changing theindwviour as a consequence of
the current crisis for the worse.

27



Table 3a

Multinomial logistic regression (Dependent Varialtteist fin). Baseline model.

Coefficients for bank customer characteristics

Jowdifits for the perception of bank attributes

Coefficients for the complete baseline model

Variable trust fin =0  trust fin =1  trust fin =3  trust fin =4 trust fin =0  trust fin =1  trust fin =3  trust fin =4 trust fin =0  trust fin =1  trust fin =3  trust fin =4
sensitive -0.792%** -0.341** 0.357** 0.810*** -0.771%** -0.306* 0.405*** 0.881***
(0.16) (0.13) (0.12) (0.14) (0.16) (0.13) (0.12) (0.15)
effec -0.605%** -0.210 -0.011 0.453*** -0.615%** -0.214 -0m 0.461***
(0.15) (0.13) (0.12) (0.13) (0.15) (0.13) (0.12) (0.13)
service -0.132 -0.149 0.139 0.326* -0.105 -0.110 0.187 5*39
(0.15) (0.13) (0.12) (0.13) (0.15) (0.13) (0.12) (0.14)
social_act -0.259 -0.159 0.275* 0.627*** -0.266 -0.203 0.288** 0.651***
(0.14) (0.13) (0.12) (0.13) (0.15) (0.13) (0.12) (0.14)
contfort -0.227 -0.029 0.151 0.756*** -0.223 -0.025 0.156 R7P*
(0.13) (0.12) (0.12) (0.14) (0.13) (0.12) (0.12) (0.15)
commit -0.195 -0.183 -0.018 0.206 -0.169 -0.173 0.003 0.238
(0.13) (0.12) (0.12) (0.14) (0.13) (0.12) (0.12) (0.14)
distrust 0.039 0.134 0.134 0.286* -0.011 0.062 0.104 0.272*
(0.16) (0.14) (0.12) (0.13) (0.16) (0.14) (0.12) (0.14)
gender -0.405 -0.054 -0.369 -0.226 -0.125 0.062 -0.504* -0.425
(0.31) (0.28) (0.24) (0.27) (0.33) (0.28) (0.25) (0.28)
age -0.027 -0.037** -0.02 -0.018 -0.021 -0.033* -0.024* -0.026*
(0.02) (0.02) (0.01) (0.01) (0.02) (0.02) (0.02) (0.01)
employ_situ 0.058 0.026 0.006 0.168 0.092 0.034 0.018 0.186
(0.12) (0.12) (0.09) (0.12) (0.13) (0.12) (0.09) (0.12)
educat -0.041 0.161 0.114 0.029 -0.162 0.126 0.16 0.126
(0.24) (0.2) (0.18) 0.2) (0.25) (0.21) (0.18) (0.21)
status 0.044 -0.183 -0.13 -0.075 0.016 -0.191 -0.068 0.043
(0.19) (0.17) (0.14) (0.16) (0.20) (0.17) (0.15) (0.17)
married -0.179* -0.028 -0.189** -0.185* -0.188* -0.027 -0.194** -0.185*
(0.09) (0.08) (0.07) (0.08) (0.09) (0.08) (0.07) (0.08)
income -0.314** -0.311** -0.271** -0.401*** -0.313* -0.304** -0.293*** -0.397***
(0.12) (0.10) (0.09) (0.2) (0.13) (0.12) (0.09) (0.12)
constant 2.546* 3.498*** 4.692*** 2.854** -0.607** 0.652*** 2479%** 0.670*** 1.522 3.095*** 4.737*** 2.379**
(1.0) (0.88) 0.77) (0.87) (0.20) (0.14) (0.12) (0.15) (1.05) (0.89) (0.77) (0.90)
No. of Obs. 1601 1601 1601
Prob > chi2 0 0 0
Pseudo R2 0.02 0.11 0.14
Log likelihood -1970.19 -1786.57 -1741.55

Note: Multinomial logistic regression (Dependentighble:trust_fin). Heteroskedasticity robust standard errors grerted in parentheses. The symbol *** indicategyaificance level of 1 percent or less; ** betweleand 5
percent; * between 5 and 10 percent. The baseagtegnsidered is "Neither in agreement nor disament” {rust_fin = 2). Explanatory variables are orthogonalized.
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Table3b
Multinomial logistic regression (Dependent Variatiteist fin). Baseline model.

Marginal effects for the complete baseline model

Variable trust fin =0  trust fin =1 trust fin =3  trust fin =4

sensitive -0.0343*** -0.0604*** 0.0563*** 0.0488***
(0.00) (0.00) (0.02) (0.00)

effec -0.0201*** -0.0208** -0.00782 0.0448***
(0.00) (0.00) (0.02) (0.00)

service -0.00834* -0.0271*** 0.0186 0.0224**
(0.00) (0.00) (0.02) (0.00)

social_act -0.0159*** -0.0447*** 0.0286* 0.0396***
(0.00) (0.00) (0.01) (0.00)

comfort -0.0128*** -0.0191** -0.0130 0.0539%**
(0.00) (0.00) (0.01) (0.00)

commit -0.00534 -0.0177** -0.00373 0.0207*
(0.00) (0.00) (0.01) (0.00)

distrust -0.00600 -0.00792 -0.00776 0.0240**
(0.00) (0.00) (0.02) (0.00)

gender 0.00588 0.0440** -0.0743** -0.00101
(0.00) (0.01) (0.02) (0.02)

age -4.73e-06 -0.00124 -0.000267 6.43e-05
(0.00) (0.00) (0.00) (0.00)

employ_situ 0.00209 -0.000160 -0.0179 0.0173*
(0.00) (0.00) (0.00) (0.00)

educat -0.0101 -0.000984 0.0273 0.000807
(0.00) (0.01) (0.01) (0.01)

status 0.00202 -0.0133 -0.00224 0.0134
(0.00) (0.00) (0.01) (0.0)

married -0.000322 0.0151*** -0.0191** -0.00308
(0.00) (0.00) (0.00) (0.00)

income -0.00145 -0.00250 0.00257 -0.0116
(0.00) (0.00) (0.012) (0.00)

No. of Obs. 1601

Prob > chi2 0

Pseudo R2 0.14

Log likelihood -1741.55

Note: Multinomial logistic regression (Dependentridhle:trust_fin). The symbol ***
indicates a significance level of 1 percent or;l&sdetween 1 and 5 percent; *
between 5 and 10 percent. The base category coedie'Neither in agreement nor
disagreement'tfust_fin = 2). Explanatory variables are orthogonalized.
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Table 4a
Multinomial logistic regression (Dependent Variatiteist fin) by levels ofdistrust.

distrust =0 distrust=1 distrust =2

Variable trust fin =0 trust fin =1 trust fin =3 trust fin =4 trust fin =0  trust fin =1  trust fin =3  trust fin =4 trust fin =0  trust fin =1 trust fin =3  trust fin =4

sensitive -0.575 -0.226 0.509* 0.985** -0.937** -0.484 0.158 0.838* 3.354 -0.609 0.672 4.254*
(0.31) (0.31) (0.23) (0.31) (0.35) (0.29) (0.27) (0.37) (1.78) (0.49) (0.43) (L.72)

effec -0.993*** -0.611* -0.283 0.412 -0.949** -0.391 -0.19 0.322 -0.314 0.733 -0.145 -0.185
(0.29) (0.29) (0.20) (0.31) (0.35) (0.26) (0.23) (0.27) (0.72) (0.78) (0.45) (0.55)

service -0.287 0.118 0.284 0.883** -0.092 -0.11 0.073 0.359 0.877 444. 0.689 4.863**
(0.33) (0.34) (0.28) (0.33) (0.33) (0.29) (0.26) (0.31) (0.53) (0.54) (0.38) (1.70)

social_act 0.064 -0.098 0.494* 0.945** -0.509 -0.024 0.239 0.581 -0.57 -1.445* 0.292 5.063*
(0.30) (0.26) (0.22) (0.33) (0.42) (0.29) (0.28) (0.32) (0.53) (0.57) (0.40) (2.05)

comfort -0.357 0.094 0.084 1.116** -0.28 0.028 0.053 1.236*** 0.035 0.002 1.253* 5.272**
(0.28) (0.28) (0.24) (0.43) (0.31) (0.25) (0.24) (0.35) (0.70) (0.55) (0.61) (1.69)

commit -0.228 -0.329 0.017 0.25 -0.024 -0.392 0 0.666 -1.680** 0.08 -0.631 2.141
(0.23) (0.26) (0.18) (0.29) (0.33) (0.27) (0.26) (0.35) (0.57) (0.79) (0.43) (1.56)

constant -0.519 0.039 2.194%** 0.178 -0.671 1.049*** 2.717%* 0.307 -4.434 -1.437 1.786*** -8.014*
(0.46) (0.34) (0.25) (0.42) (0.38) (0.27) (0.23) (0.32) (3.14) (0.94) (0.5) (3.97)

No. of Obs. 297 532 66

Prob > chi2 0.00 0.00 0.00

Pseudo R2 0.15 0.15 0.44

Log likelihood -323.15 -539.89 -51.52

Note: Multinomial logistic regression (Dependentidhle:trust_fin). Heteroskedasticity robust standard errors grerted in parentheses. The symbol ***
indicates a significance level of 1 percent or;l&s®etween 1 and 5 percent; * between 5 and 1@ed. The base category considered is "Neither in
agreement nor disagreemerttUét_fin = 2). Explanatory variables are orthogonalized.

35



Table4b
Multinomial logistic regression (Dependent Variahiteist_fin) by levels ofdistrust

distrust =3 distrust =4

Variable trust fin =0 trust fin =1 trust fin =3 trust_fin =4 trust fin =0  trust fin =1  trust fin =3  trust fin =4

sensitive -0.836** -0.136 0.405* 0.823** -0.868 -0.923 0.127 0.769
(0.32) (0.22) (0.20) (0.27) (0.56) (0.55) (0.49) (0.58)

effec 0.001 0.039 0.388* 0.778**= -0.612 -0.227 -0.151 0.399
(0.36) (0.23) (0.18) (0.24) (0.32) (0.28) (0.24) (0.37)

service -0.067 -0.389 0.004 -0.103 -0.518 -0.323 0.173 0.302
(0.34) (0.26) (0.23) (0.26) (0.39) (0.37) (0.27) (0:31)

social_act -0.766 -0.351 0.152 0.582* 0.752 0.33 0.969* 1.193*
(0.43) (0.27) (0.25) (0.29) (0.48) (0.44) (0.39) (0.47)

comfort -0.261 -0.08 0.214 0.602* -0.432 -0.186 0.089 -0.078
(0.30) (0.23) (0.21) (0.30) (0.34) (0.35) (0.28) (0.32)

commit -0.303 0.058 -0.019 -0.082 -0.328 -0.194 -0.146 0.026
(0.31) (0.25) (0.24) (0.29) (0.28) (0.28) (0.20) (0.33)

constant -1.155** 0.700** 2.672%** 0.768** 0.641 1.03 2.808*** 2.13***
(0.45) (0.26) (0.21) (0.27) (0.76) (0.64) (0.56) (0.64)

No. of Obs. 548 139

Prob > chi2 0.00 0.00

Pseudo R2 0.11 0.19

Log likelihood -578.96 -151.79

Note: Multinomial logistic regression (Dependentridhle:trust_fin). Heteroskedasticity robust standard errors grerted in parentheses. The symbol ***
indicates a significance level of 1 percent or;l&sdetween 1 and 5 percent; * between 5 and 1@qre. The base category considered is "Neither in
agreement nor disagreement'ugt_fin = 2). Explanatory variables are orthogonalized.
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Table4c

Multinomial logistic regression (Dependent Variatiteist fin). Marginal effects by levels alistrust.

distrust =0 distrust=1 distrust =2

Variable trust fin =0  trust fin =1 trust fin =3  trust fin =4 trust fin =0  trust fin =1  trust fin =3  trust fin =4 trust fin =0  trust fin =1  trust fin =3  trust fin =4

sensitive -0.0377** -0.0454** 0.0559 0.0446* -0.0281** -0.0746*** .0581** 0.0364** -0.0209 -0.0372 0.0822 0.00774
(0.02) (0.02) (0.02) (0.02) (0.00) (0.01) (0.02) (0.01) (0.04) (0.03) (0.06) (0.00)

effec -0.0305** -0.0288 -0.0254 0.0687** -0.0219** -0.0251 (0K1113} 0.0282** -0.00252 0.0296 -0.0518 -0.00229
(0.02) (0.02) (0.03) (0.02) (0.00) (0.01) (0.02) (0.01) (0.00) (0.02) (0.05) (0.00)

service -0.0218* -0.0118 -0.00905 0.0628*** -0.00384 -0.0215 @61 0.0154 0.00425 -0.00306 0.0441 0.00798
(0.02) (0.02) (0.02) (0.02) (0.00) (0.01) (0.02) (0.01) (0.00) (0.01) (0.05) (0.02)

social_act -0.0146 -0.0415** 0.0338 0.0517* -0.0202* -0.0275 0.0294 .0138 -0.00377 -0.0587 0.0644 0.00876
(0.00) (0.02) (0.02) (0.02) (0.00) (0.01) (0.02) (0.01) (0.01) (0.03) (0.06) (0.02)

confort -0.0211* -0.00352 -0.0552 0.0947*** -0.0108 -0.00761 4313] 0.0607*** -0.00361 -0.0321 0.126 0.00823
(0.02) (0.02) (0.03) (0.02) (0.00) (0.01) (0.02) (0.01) (0.00) (0.02) (0.06) (0.00)

commit -0.0118 -0.0263 0.00870 0.0231 0.000486 -0.0542*** 0.M95  0.0385*** -0.00666 0.0205 -0.125 0.00502
(0.00) (0.02) (0.03) (0.02) (0.00) (0.01) (0.02) (0.01) (0.02) (0.02) (0.06) (0.00)

No. of Obs. 297 532 66

Prob > chi2 0.00 0.00 0.00

Pseudo R2 0.15 0.15 0.44

Log likelihood -323.15 -539.89 -51.52

Note: Multinomial logistic regression (Dependentidhle:trust_fin). The symbol *** indicates a significance level bpercent or less; ** between 1 and 5

percent; * between 5 and 10 percent.
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Table4d

Multinomial logistic regression (Dependent Variatiteist fin). Marginal effects by levels alistrust.

distrust =3 distrust=4

Variable trust fin =0  trust fin =1  trust fin =3  trust fin =4 trust fin =0  trust fin =1  trust fin =3 trust fin =4

sensitive -0.0186** -0.0422*** 0.0344 0.0410** -0.0581** -0.0982** 0.00248 0.160**
(0.00) (0.02) (0.02) (0.00) (0.02) (0.03) (0.04) (0.05)

effec -0.00633 -0.0297* 0.00753 0.0380** -0.0372 -0.0179 -0B54 0.109*
(0.00) (0.02) (0.02) (0.00) (0.00) (0.02) (0.04) (0.05)

service -0.000943 -0.0343* 0.0264 -0.00930 -0.0400* -0.0379 04033 0.0490
(0.00) (0.02) (0.02) (0.02) (0.02) (0.03) (0.04) (0.04)

social_act -0.0142* -0.0424** 0.0189 0.0430** -0.0111 -0.0626* 0.9 0.0754
(0.00) (0.02) (0.02) (0.02) (0.02) (0.03) (0.04) (0.06)

confort -0.00748 -0.0261* 0.0124 0.0350 -0.0243 -0.0166 0.0689 02€b
(0.00) (0.02) (0.02) (0.00) (0.00) (0.03) (0.04) (0.04)

commit -0.00459 0.00928 -0.00810 -0.0106 -0.00694 -0.00162 4001 0.0201
(0.00) (0.02) (0.02) (0.00) (0.00) (0.02) (0.03) (0.04)

No. of Obs. 548 139

Prob > chi2 0.00 0.00

Pseudo R2 0.11 0.19

Log likelihood -578.96 -151.79

Note: Multinomial logistic regression (Dependentidhle:trust_fin). The symbol *** indicates a significance level bpercent or less; ** between 1 and 5

percent; * between 5 and 10 percent.
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Table 5a

Multinomial logistic regression (Dependent Varialiteist_fin) by type of financial institution.

trust_fin =0 trust_fin =1 trust_fin =3 trust_fin =4
Variable commercial banks savings banks commercidkdan  savings banks commercial banks savings banks conahleanks savings banks
sensitive -0.786** -0.812*** -0.03 -0.514** 0.599%** 0.239 0.836*** 0.867***
(0.29) 0.2 (0.2) (0.17) (0.18) (0.15) (0.24) 0.2)
effec -0.34 -0.776*** -0.264 -0.262 0.209 -0.106 0.571* 0.393*
(0.27) 0.2) (0.22) (0.15) (0.17) (0.13) (0.24) (0.17)
service 0.152 -0.207 -0.306 -0.074 0.273 0.117 0.362 0.408*
(0.27) (0.21) (0.25) (0.18) (0.22) (0.15) (0.25) (0.18)
social_act -0.324 -0.177 -0.183 -0.131 0.314 0.29 0.515* 0.800***
(0.3) (0.24) (0.22) (0.19) 0.2) (0.17) (0.239 (0.22)
comfort -0.06 -0.37 0.224 -0.164 0.204 0.086 0.580* 0.809***
(0.22) (0.19) 0.2 (0.15) (0.18) (0.14) (0.259 (0.23)
commit -0.099 -0.236 -0.213 -0.171 -0.014 -0.001 0.465* 0.042
(0.2) 0.2) (0.18) (0.17) (0.16) (0.16) (0.23) 0.2)
distrust 0.355 -0.025 0.081 0.157 0.007 0.174 0.246 0.245
(0.27) (0.22) (0.24) (0.17) (0.22) (0.15) (0.24) (0.17)
constant -0.781 -0.589* 0.441 0.727*** 2.446*** 2.529%* 0.934*** 0495*
(0.43) (0.26) (0.28) (0.19) (0.23) (0.15) (0.27) (0.22)
No. of Obs. 487 1055 487 1055 487 1055 487 1055
Prob > chi2 0 0 0 0 0 0 0 0
Pseudo R2 0.15 0.12 0.15 0.12 0.15 0.12 0.15 0.12
Log likelihood -545.52 -1152.78 -545.52 -1152.78 -545.52 -1152.78 -545.52 -1152.78

Note: Multinomial logistic regression (Dependentridhle:trust_fin). Heteroskedasticity robust standard errors grerted in parentheses. The symbol *** indicategaificance level of 1 percent or less; **
between 1 and 5 percent; * between 5 and 10 perthatbase category considered is "Neither in agee¢ nor disagreementtst_fin = 2). Explanatory variables are orthogonalized.
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Table 5b
Multinomial logistic regression (Dependent Varialiteist_fin). Marginal effects by type of financial institutio

trust_fin =0 trust_fin =1 trust_fin =3 trust_fin =4
Variable commercial banks savings banks commercidtban  savings banks commercial banks savings banks coriahieanks savings banks
sensitive -0.0448*** -0.0269*** -0.0497*** -0.0693*** 0.0814*** 0.0416** 0.0381* 0.0536***
(0.00) (0.00) (0.02) (0.00) (0.02) (0.02) (0.01) (0.02)
effec -0.0179* -0.0205*** -0.0427** -0.0165 0.0150 -0.0117 08Bt 0.0401***
(0.00) (0.00) (0.02) (0.00) (0.02) (0.02) (0.01) (0.00)
service -0.00203 -0.00905 -0.0509*** -0.0197 0.0449 0.00117 0416 0.0256**
(0.00) (0.00) (0.02) (0.01) (0.02) (0.02) (0.01) (0.00)
social_act -0.0184* -0.0126* -0.0416*** -0.0409*** 0.0358 0.0197 @o7* 0.0471%**
(0.00) (0.00) (0.02) (0.01) (0.02) (0.02) (0.01) (0.02)
comfort -0.0104 -0.0142** 0.00100 -0.0267** -0.0179 -0.0105 0.241 0.0578***
(0.00) (0.00) (0.02) (0.00) (0.02) (0.02) (0.01) (0.02)
commit -0.00388 -0.00610 -0.0234 -0.0152 -0.0216 0.00515 0.0515* 0.00189
(0.00) (0.00) (0.02) (0.00) (0.02) (0.02) (0.01) (0.02)
distrust 0.00902 -0.00887 -0.00578 -0.00670 -0.0344 0.00289 0.0306 0.0156
(0.00) (0.00) (0.02) (0.00) (0.02) (0.02) (0.01) (0.00)
No. of Obs. 487 1055 487 1055 487 1055 487 1055
Prob > chi2 0 0 0 0 0 0 0 0
Pseudo R2 0.15 0.12 0.15 0.12 0.15 0.12 0.15 0.12
Log likelihood -545.52 -1152.78 -545.52 -1152.78 -545.52 -1152.78 -545.52 -1152.78

Note: Multinomial logistic regression (Dependentidhle:trust_fin). Heteroskedasticity robust standard errors grerted in parentheses. The symbol *** indicategyaificance level of 1 percent or less; **
between 1 and 5 percent; * between 5 and 10 percent

40



Table6
Marginal effects ogensitive ontrust_fin by level ofdistrust under bank customers” assumption that Spanish
financial institutions are changing their behavifarrthe worse as a consequence of the curreris.cris

Changes in Probabilities forust_fin

sensitive trust_fin =0 trust_fin =1 trust_fin = 3 trust_fin = 4
distrust =0 -0.090 -0.080 0.066 0.132
distrust =1 -0.026 -0.099 0.057 0.061
distrust = 2 0.000 0.000 0.347 0.000
distrust = 3 -0.003 -0.072 0.040 0.054
distrust = 4 -0.137 -0.185 0.170 0.154
Table7

Marginal effects offec ontrust_fin by level ofdistrust under bank customers” assumption that Spanish
financial institutions are changing their behavifarrthe worse as a consequence of the currerns.cris

Changes in Probabilities farust_fin

effec trust_fin =0 trust_fin =1 trust_fin =3 trust_fin =4
distrust =0 -0.028 0.041 -0.090 0.030
distrust = 1 -0.017 -0.022 -0.036 0.066
distrust = 2 0.000 0.000 0.166 0.000
distrust = 3 -0.004 -0.024 -0.003 0.039
distrust = 4 -0.043 -0.029 -0.088 0.156
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Table8
Marginal effects ogerviceontrust_fin by level ofdistrust under bank customers” assumption that Spanish
financial institutions are changing their behavifarrthe worse as a consequence of the currerns.cris

Changes in Probabilities farust_fin

service trust_fin =0 trust_fin =1 trust_fin =3 trust_fin = 4
distrust = 0 -0.034 -0.031 0.016 0.039
distrust =1 -0.002 -0.005 -0.016 0.024
distrust = 2 0.000 0.000 0.228 0.000
distrust = 3 0.001 -0.002 0.001 0.011
distrust = 4 -0.107 -0.119 0.095 0.130
Table9

Marginal effects obocial_act ontrust_fin by level ofdistrust under bank customers” assumption that
Spanish financial institutions are changing theidwviour for the worse as a consequence of themerisis.

Changes in Probabilities farust_fin

social act trust_fin =0 trust_fin =1 trust_fin =3 trust_fin = 4
distrust =0 -0.002 -0.084 0.121 0.038
distrust = 1 -0.019 -0.038 0.026 0.031
distrust = 2 0.000 0.000 0.141 0.000
distrust =3 0.000 -0.021 0.003 0.032
distrust = 4 -0.028 -0.063 0.087 0.012
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Table 10
Marginal effects ofonfort ontrust_fin by level ofdistrust under bank customers” assumption that Spanish
financial institutions are changing their behavifarthe worse as a consequence of the curreti$.cris

Changes in Probabilities farust_fin

comfort trust_fin =0 trust_fin =1 trust_fin =3 trust_fin =4

distrust =0 -0.051 0.044 -0.050 0.018

distrust =1 -0.009 -0.014 -0.029 0.058

distrust = 2 0.000 0.000 0.003 0.000

distrust =3 -0.001 -0.044 0.050 -0.002

distrust = 4 -0.023 -0.002 0.013 0.009
Table11

Marginal effects ofommit ontrust_fin by level ofdistrust under bank customers” assumption that Spanish
financial institutions are changing their behaviour ferWorse as a consequence of the current crisis.

Changes in Probabilities farust_fin

commit trust_fin =0 trust_fin =1 trust_fin =3 trust_fin =4
distrust =0 -0.010 0.003 0.000 0.009
distrust =1 0.000 -0.045 0.009 0.041
distrust = 2 0.000 0.000 0.340 0.000
distrust =3 -0.001 -0.003 -0.008 0.000
distrust = 4 -0.023 -0.049 0.023 0.049
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