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Chapter 5
Financial performance: 

Foreign Banks Worldwide *

5.1. Introduction
Examining the performance of  banks in transition economies in chapter 4, we found 
evidence that foreign banks are less profitable than domestically owned banks. This 
chapter aims to extend the analysis on foreign bank performance in two ways. First, 
we introduce a second estimation technique that adds to the evidence of  the OLS 
approach. The results of  the OLS approach must be interpreted with care due to 
the possible endogeneity problem between the dependent and independent variables. 
This chapter examines the same research question using the generalized method of  
moments (GMM) technique. A second contribution of  this chapter is that we now use 
a panel consisting of  banks from countries worldwide. 

5.2 The data
We use bank income statement data for the period 1998-2001 of  banks listed in the 
BankScope database of  Bureau van Dijk. We include banks for which ownership 
data was available for at least three subsequent years and of  which at least 75 per cent 
of  the ownership information is known. For each bank we determine exact foreign 
ownership.1 

There are 511 banks in 73 countries in the sample with total number of  observations 
of  1.747. Table 5.1 shows the aggregated data of  the three groups of  banks and 
makes a distinction in majority owned foreign banks2 and majority owned domestic banks 
on the basis of  the 50%-assets threshold. It is important to note that in Tables 5.1 and 
5.2 we use this distinction to give some insight in the dataset, while in the regression 
analyses we use the continuous ownership variable, i.e. the exact foreign ownership 
percentages for each bank. Table 5.1 shows that in all four years under consideration 
foreign banks amount to 1/3 of  all banks. 

However, if  we classify the 73 economies according to GNI per capita in accordance 
with the World Development Report 2003 of  the World Bank we see that the market 

*  Based on Lensink, B.W. and I.J. Naaborg, ‘Does foreign ownership foster bank performance?’, 
forthcoming in Applied Financial Economics (www.tandf.co.uk/journals).

1 Foreign ownership measures the percentage of  bank shares in foreign hands as a proxy for vot-
ing rights by foreigners. In the literature, the aggregated measure is often described as the share 
of  foreign assets in total banking assets.  

2 Here, a foreign bank is defined as a bank whose assets are for more than 50% in hands of  for-
eign investors. 
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share of  foreign banks differs between groups of  countries (table 5.2). In addition, we 
see observe contrasts between market share measured by number of  foreign banks and 
market share measured by banking assets in hands of  foreign investors. 

Market share of  foreign owned banks measured by both ratios is highest in upper-
middle income countries (UMC). In 2001, 36% of  all banks in these countries are a 
foreign majority owned bank and total foreign owned bank assets amount to 40% of  
all banking assets. During 1998-2001 foreign majority owned bank presence in high-
income countries (HIC) is lower than in UMC countries: foreign investors own only 
11% of  banking assets. In lower-middle income countries (LMC) foreign majority 
owned bank presence was on average 33% but only 4% of  banking assets was owned 
by foreign investors and the same picture holds for low-income countries (LIC), where 
market share of  foreign investors in the banking sector is negligible. 

The total number of  banks in our sample amounts to 511 in 73 countries with 
a total of  observations of  1.747. Appendix 12 shows the number of  banks in each 
country in the sample.3 Macro economic data used in the estimations are taken from 
the IMF’s IFS and is presented in Appendix 13. 

5.3 Model and estimation technique
We estimate our model with two estimation techniques. In line with most other 
papers in the field, we start with ordinary least squares (OLS) regressions, based on 
the levels equations. There are, however, several problems with this. First, since we 
base the regressions on levels, we ignore the panel properties of  the data, i.e. we 
do not account for the bank specific effects, represented by hij . The usual way to 
come around this problem is to difference the equations to eliminate the bank specific 
effects. For Nir this gives:

    Nirijt-Nirijt-1=b(Xijt-Xij-1)+g(Zjt-Zjt-1)+n(Nirijt-1-Nirijt-2)+mijt-mijt-1

where we, for reasons of  space, have ignored the time specific effects and the interaction 
term. The problem with this equation is that the lagged dependent variable is now by 
construction correlated with the error term. This makes OLS an invalid procedure, 
and calls for another estimation technique. Even in models without a lagged dependent 
variable, OLS probably is an unreliable estimation technique because of  endogeneity 
problems with variables in X or Z. Many right-hand side variables, including Foreign, 
are probably endogenous, and therefore correlated with the error term. Therefore, we 
also estimate our models using an instrumental variable approach. The instrumental 
variable estimation technique controls for the fact that the explanatory variables are 
likely to be correlated with the error term and the firm-specific effect, and deals with 
possible endogeneity problems. More specifically, we estimate the investment models 

3  To correct for outliers, we removed banks with the top five highest and top five lowest values in 
six bank specific data categories and in three macro-economic control categories.
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with the system-generalized methods of  moments (GMM) estimator, using DPD98 
for Gauss (Arellano and Bond, 1998). 

Table 5.1 Foreign ownership of  banks worldwide

Year
No. 
banks

No. Foreign 
banks NFB FBA

(1) (2)

By income group

High Income Countries 1998 314 110 35% 12%

1999 368 124 34% 12%

2000 368 122 33% 9%

2001 237 82 35% 11%

Upper Middle income 1998 70 29 41% 20%

Countries 1999 85 36 42% 29%

2000 85 35 41% 26%

2001 28 10 36% 40%

Lower Middle income 1998 39 12 31% 4%

Countries 1999 45 11 24% 3%

2000 45 15 33% 4%

2001 21 9 43% 5%

Low Income Countries 1998 11 1 9% 0%

1999 13 2 15% 1%

2000 13 2 15% 1%

2001 6 1 17% 1%

By year

1998 434 152 35%

1999 511 173 34%

2000 511 174 34%

2001 291 102 35%

NFB is the ratio of  the number of  foreign banks over total banks. FBA measures foreign 
owned bank assets over total bank assets. Banks are categorized in income groups according to 
2001 GNI per capita, in line with the World Bank World Development Report 2003. Groups 
are defined as: High Income Countries (> $9,205), Upper Middle Income Countries ($2,976 
- $9,205), Lower Middle income Countries ($746 - $2,975) and Low Income Countries (< 
$745). Source: BankScope 2002.
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Table 5.2 Descriptive statistics

A Obs. Year Assets Equity STF NIR OOI OI OHC LLP PROF

HIC 110 1998 1,015 8.3 83.4 2.0 1.1 0.0 1.8 0.2 1.0

124 1999 1,037 7.7 84.5 1.5 1.2 0.0 1.8 0.1 0.9

122 2000 1,034 8.2 84.0 1.7 1.1 0.0 1.9 0.1 1.0

82 2001 1,079 8.4 84.1 1.5 1.1 0.0 1.8 0.1 0.8

UMC 29 1998 701 12.7 73.5 3.9 1.4 0.0 3.7 0.7 0.9

36 1999 962 12.1 74.3 3.9 2.0 0.0 3.2 0.6 1.5

35 2000 991 12.1 73.3 3.3 1.5 0.0 3.5 0.5 1.2

10 2001 1,604 10.9 72.7 3.4 2.4 0.0 3.3 0.3 1.8

LMC 12 1998 260 12.6 74.9 4.6 2.2 0.1 6.1 1.2 1.4

11 1999 195 13.5 79.8 4.9 1.0 0.7 5.6 2.2 0.8

15 2000 244 11.4 74.3 4.2 1.9 0.9 5.2 1.1 1.5

9 2001 381 12.4 77.4 4.7 2.2 0.0 3.2 0.4 1.4

LIC 1 1998 42 10.8 82.7 n.a n.a n.a n.a n.a 4.1

2 1999 281 11.1 71.9 3.4 3.1 0.0 2.3 1.0 3.2

2 2000 348 11.6 74.6 4.8 2.0 n.a. 2.4 0.2 4.2

1 2001 560 9.9 73.0 4.1 1.7 -0.1 3.1 0.9 1.6

B Obs. Year Assets Equity STF NIR OOI OI OHC LLP PROF

HIC 203 1998 3,105 7.5 81.0 2.9 1.3 0.0 2.6 0.2 1.5

244 1999 2,823 7.4 80.5 2.8 1.3 0.0 2.6 0.2 1.5

246 2000 2,937 7.9 79.6 2.9 1.3 0.0 2.6 0.2 1.5

155 2001 3,217 8.2 79.9 2.8 1.3 0.0 2.7 0.3 1.4

UMC 41 1998 2,759 9.0 80.9 4.4 1.5 0.1 3.8 0.8 1.3

49 1999 1,002 9.1 80.5 3.9 2.1 0.0 3.8 0.9 1.5

50 2000 1,157 10.0 81.9 4.1 1.5 0.1 3.7 0.7 1.6

18 2001 279 10.0 84.2 3.6 1.5 0.0 3.8 0.7 1.3

LMC 27 1998 913 8.9 81.2 4.0 1.5 0.0 3.8 1.3 1.3

34 1999 1,295 8.6 82.6 3.7 1.6 0.1 3.5 1.0 1.0

30 2000 1,420 8.6 81.9 3.6 1.7 0.1 4.0 0.9 0.6

12 2001 2,699 7.8 84.2 3.1 2.0 0.0 3.3 0.7 0.5

LIC 10 1998 388 8.9 79.6 6.9 3.7 0.0 6.4 1.3 2.8

11 1999 226 8.4 80.7 6.3 3.0 0.2 5.8 0.4 2.7

11 2000 262 11.4 76.7 5.9 3.8 0.1 6.0 0.9 2.1

5 2001 207 11.1 80.9 5.2 2.8 0.0 4.3 0.4 3.2

Foreign banks’ (Table A) and domestic banks’ (Table B) descriptives are medians. Bank assets 
are in €mln. Equity, Short-term funding (STF), net interest revenues (NIR), other operating 
income (OOI), other income (OI), overhead costs (OHC), loan loss provisions (LLP) and profit 
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before tax (PROF) are scaled to bank assets. Banks are categorized in income groups accor-
ding to 2001 GNI per capita, in line with the World Bank World Development Report 2003. 
Groups are defined as: High Income Countries (> $9,205), Upper Middle income Countries 
($2,976 - $9,205), Lower Middle income Countries ($746 - $2,975) and Low Income Countries 
(< $745).

The system GMM estimator combines the differenced equation with a levels equation 
to form a system GMM. Lagged levels are used as instruments for the contemporaneous 
differences and lagged differences as instruments for the contemporaneous levels. We 
adopt the system GMM estimation procedure since first difference GMM may suffer 
from weak instruments problems (Blundell and Bond (1998)). 

The system GMM estimator is a two-step estimator. In the first step, homoskedasticity 
and independent error terms are assumed. In the second step, these assumptions are 
relaxed by using a consistent variance-covariance matrix that is constructed from the 
first step residuals. However, the two-step estimator has weak small sample properties: 
the standard errors are biased downwards. The estimator becomes problematic, 
especially when there are a small number of  cross-section units, in relation to the 
number of  instruments. This might result in biased asymptotic inference. Therefore, 
we present coefficients and t-values based on the first step GMM estimates. In all 
estimations we control for time effects by adding time dummies for 1999-2001. These 
time dummies are used as additional instruments. We initially also added region 
dummies, but since they were not jointly significant in any of  the regressions, we have 
ignored them in the regressions presented below.

The reliability of  the system GMM estimation procedure depends very much 
on the validity of  the instruments. We consider the validity of  the instruments 
by presenting the Sargan test, which is a test on overidentifying restrictions. It 
is asymptotically distributed as c2 and tests the null hypothesis of  validity of  the 
(overidentifying) instruments. p-values report the probability of  incorrectly rejecting 
the null hypothesis. The smaller is the p-value, the less plausible is the null hypothesis. 
So, a p-value above 0.05 implies that the probability of  incorrectly rejecting the null is 
above 0.05. In this case, a higher p-value makes it more likely that the instruments are 
valid. The Sargan test is based on the two-step GMM estimator since only the Sargan 
test for the two-step GM estimator is heteroskedasticy-consistent.

The consistency of  the GMM estimates also depends on the absence of  serial 
correlation in the error terms. If  the disturbances are not serially correlated there 
should be evidence of  significant first order serial correlation in the differenced 
residuals and no evidence of  second order serial correlation in the differenced 
residuals1. We present tests for first-order and second-order serial correlation related 

1  This can be explained as follows. Let uit be the error term for bank i in period t. First-order 
serial correlation in the differenced residuals is then given by E(Duit Duit-1)= E(uit-uit-1)(uit-1 -uit-

2)=E(uituit-1-uituit-2-uit-1+uit-1uit-2). Under the assumption of  no serial correlation this reduces 
to E(Duit Duit-1)= -uit-1uit-1, which gives evidence for negative first order serial correlation in the 
differend residuals. Second-order serial correlation in the differenced residuals is given by E(Duit 
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to the estimated residuals in first differences. The test statistics are asymptotically 
distributed as standard normal variables. The null hypothesis here relates to no serial 
correlation, or “insignificance,” so that a low p-value for the test on first-order serial 
correlation suggests first order serial correlation in the differenced residuals and a 
high p-value for the test on second-order serial correlation suggests no second order 
autocorrelation in the differenced residuals. The serial correlation tests (M1 and M2 
in the table) refer to the one-step GMM estimates. We also present Wald tests for the 
joint significance of  the time dummies. These test statistics are also asymptotically 
distributed as c2 variables. The Wald test tests for joint significance of  all, or a subset 
of  parameters. The null hypothesis refers to “insignificance”, implying that low p-
values suggest joint significance. We consider two proxies for bank performance: 
profits before taxes (Profbt) and the net interest revenues (Nir). The equations we 
estimate have the following form: 

  Nirijt=bXijt+gZjt+fGDPPCjtForeignijt+nNirijt-1+lt+hij+mijt       (5.1)

  Profbtijt= bXijt+gZjt+fGDPPCjtForeignijt + nProfbtijt-1+lt+hij+mijt        (5.2)

 where Xijt is a vector of  four bank specific explanatory variables. This vector   
 contains: 

  X = X [Foreignijt,Overhijt,Llossijt,Equityijt]                (5.3)

 where Zjt is a vector of  three country specific explanatory variables. This vector  
 contains:

 Z=Z[Infljt, Growthjt, GDPPCjt]              (5.4)

The first bank specific variable measures the share of  foreign assets in total assets of  
the banks (Foreign). For the values of  the last three variables we take the values as given 
in the income statement2 and balance sheet of  the respective banks. Banks dependent 
variables, the explanatory variables taken from the income statement, as well as banks 
equity are all scaled to total assets.

The country specific variables are inflation (Infl), GDP growth (Growth) and GDP 
per capita (GDPPC) for each country for each year. In line with Demirgüç-Kunt and 
Huizinga we add the interaction term (GDPPC*Foreign) to measure whether a host 
country’s level of  development affects the relationship between foreign ownership 
and bank performance. lt are time specific effects. We estimate with time dummies 
for 1999, 2000 and 2001. hij is an unobserved bank-specific effect. mijt is an error term. 

Duit-2)= E(uit-uit-1)(uit-2 -uit-3)=E(uit uit-2-uit uit-3-uit-1uit-2+uit-1uit-3). Under the assumption of  no 
serial correlation, this reduces to E(Duit Duit-2) = 0.

2 The income statement defines profit before tax as the net interest revenues plus other operating 
income minus overhead costs minus loan loss provisions.
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The subscripts i,j,t refer to bank i in country j in period t. Variables with j,t subscripts 
are measured at the country level. 

In the regressions we estimate different versions of  the equations specified 
above. We estimate equations without lagged dependent variables (i.e. assuming ) 
and with and without interaction term (i.e. ø=0 ). The interaction term is included 
to test whether effects of  foreign ownership on bank performance depends on the 
development of  a country, as suggested by Demirgüç-Kunt and Huizinga (1998). 
We estimate our model with the system-generalized methods of  moments (GMM) 
estimator, using DPD98 for Gauss (Arellano and Bond, 1998). For completeness, we 
also present OLS regressions. 

5.4 Empirical results 
The regression results are presented in tables 5.3 and 5.4. The tables clearly show that 
a rise in foreign ownership has a negative impact on both the net interest revenues 
and bank profits. This holds for the OLS regressions and the GMM regressions. Note, 
however that the GMM estimations give much higher coefficients on the foreign 
ownership variable in absolute terms than the OLS estimates. Both tables also show 
that the interaction term is insignificant in all regressions, which suggests that the 
effect of  foreign ownership on bank performance does not depend on the income 
per capita of  the host countries. Thus, our results strongly support the home field 
advantage theory. Stated simply, banks with a low degree of  foreign ownership are 
more profitable and able to raise more net interest revenues than banks with a high 
degree of  foreign ownership.

5.5 Conclusion
Elaborating on chapter 4, chapter 5 examines the effect of  foreign ownership on the 
financial performance of  511 banks worldwide. The sample consists of  ownership 
data and income statement data of  banks in 73 countries for the period 1998-
2001. The average number of  foreign banks is one third. However, there are large 
differences in our sample with respect to foreign bank presence if  we categorize the 
host countries by their level of  economic development. Foreign banks are relatively 
numerous in upper middle income countries with a GNI per capita of  $3,000 and 
$9,200. Countries that belong to this category are Central and Eastern European 
countries and South- and Middle American countries like Argentina, Brazil, Chile, 
Mexico and Venezuela. In these countries two out of  five banks are foreign, and these 
foreign banks own one third of  banking assets on average. Chapter 1 concluded that 
these ratios are even higher in Central and Eastern European countries. Foreign banks 
play a less important role in the high-income countries with a GNI per capita of  more 
than $9,200 than in the upper middle-income countries. Although on average one 
in three banks is foreign owned, foreign banks own only 10 percent of  total banking 
assets. 
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Table 5.3 Foreign ownership and net interest revenues

Net interest revenues/ total assets

(1) (2) (3) (4) (5) (6)

Estimation 
technique

OLS GMM OLS GMM OLS GMM

FOREIGN -0.0096*** 
(-9.72)

-0.0235** 
(-2.42)

-0.010*** 
(-5.74)

-0.0278** 
(-2.03)

-0.00094 
(-1.38)

-0.0109* 
(-2.32)

OVERHEAD 
COSTS

0.244***
(13.76)

0.479***
(3.32)

0.244***
(13.74)

0.449***
(3.33)

0.068***
(5.53)

0.1912**
(2.16)

LLP 0.620***
(13.94)

0.9913***
(2.72)

0.617***
(13.77)

1.003***
(2.84)

0.2053***
(6.64)

0.627***
(3.08)

EQ 0.038***
(6.62)

0.080
(1.68)

0.038***
(6.59)

0.075
(1.61)

0.0054
(1.41)

0.037
(1.28)

INFLATION 0.001***
(10.68)

0.0012
(1.32)

0.0012***
(10.57)

0.0008
(0.78)

-0.00008
(-0.94)

0.0005
(0.84)

G -0.00016
(-0.716)

-0.00008
(-0.10)

-0.00016
(-0.74)

-0.000006
(-0.008)

0.00015
(1.00)

0.00011
(0.20)

GDPPC -0.0016***
(-5.09)

0.0024
(1.33)

-0.0018***
(-4.07)

-0.0007
(-0.45)

-0.00016
(-0.78)

0.00116
(1.42)

GDPPC * 
FOREIGN

0.00031
(0.52)

0.0039
(1.30)

NIR1 0.8082***
(50.38)

0.4884***
(4.08)

D1999 0.00017
(0.14)

-0.0003
(-0.30)

0.00015
(0.12)

-0.0006
(-0.57)

D2000 -0.00048
(-0.40)

-0.0014
(-1.47)

-0.0005
(-0.41)

-0.0013
(-1.39)

0.00017
(0.25)

-0.00037
(-0.36)

D2001 -0.0025*
(-1.72)

-0.0045*
(-1.89)

-0.0025*
(-1.74)

-0.004*
(-1.83)

-0.00007
(-0.09)

-0.0018
(-1.22)

CONSTANT 0.020***
(12.94)

0.0021
(0.22)

0.0207***
(11.85)

0.0098
(1.12)

0.0023**
(2.15)

0.0020
(0.35)

RSS 0.5626 0.7980 0.5626 0.7343 0.1254 0.1972

TS 1.0181 1.0181 1.0181 1.0181 0.6896 0.6896

Wald time 
dummy

4.09
p=0.252

8.379
p=0.039

4.126
p=0.248

7.43
p=0.059

0.099
p=0.952

1.698
p=0.428

M1 28.401
p=0.00

-3.630
p=0.00

28.424
p=0.00

-3.703
p=0.00

-2.991
p=0.003

-4.024
p=0.00

M2 19.507
p=0.00

-0.074
p=0.941

19.471
p=0.00

0.167
p=0.867

1.833
p=0.067

Sargan 19.18
p=0.89

22.60
p=0.89

39.88
p=0.16
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Note: the dependent variable in all equations is the net interest revenues. RSS refers to the 
residual sum of  squares. TSS refers to the total sum of  squares. M1 (M2) refers to the test 
for first-order (second-order) serial correlation, related to the estimated residuals in first dif-
ferences, unless the model has been estimated using only the levels equations. Sargan refers 
to the Sargan test of  overidentifying restrictions. The OLS estimates refer to ordinary least 
squares estimates using only the level equations. The GMM estimates refer to system GMM 
estimates. Instruments: for the first differenced equations we use the entire history of  lagged 
levels (starting from t-2). For the levels equations we use the one period lagged first differences 
as instruments. *, ** and *** indicate significance levels of  10, 5 and 1 percent respectively. 
T-values in parentheses.

The role of  foreign banks in lower middle income countries like China, Colombia, 
Egypt and Iran, and low income countries like Indonesia, Kenya, Nigeria and Pakistan 
is negligible. In the former foreign banks own on average 4 percent of  the assets and 
in the latter foreign banks own around 1 percent of  the assets. 

The results of  the estimations in this chapter confirm those in chapter 4. Foreign 
ownership has a negative effect on the level of  net interest revenues and on profit 
before taxes. Due to similar results of  the OLS and the GMM method we classify 
the results as robust. Again, we find that the level of  economic development of  the 
host country does not influence the negative relationship between foreign ownership 
and bank performance. In short, regardless of  whether a foreign bank enters a more 
developed country or a developing country, net interest revenues and profitability 
of  a foreign bank are lower than those of  the local domestically owned competitor. 
Another conclusion is that both domestic and foreign banks generate less net interest 
revenues in more developed countries than in developing countries. These results 
confirm those found in chapter 4. In view of  the fact that chapter 2 showed that banks 
in more developed countries have more loans on their balance sheets, the explanation 
for the negative relationship between economic development and net interest revenues 
cannot be that banks in more developed countries are less concerned with credit 
extension. Rather, it seems that in countries with higher GDP per capita the net 
interest revenues are smaller than in countries with lower GDP per capita. 

 The conclusions of  chapters 4 and 5 are consistent and may be interpreted as 
evidence for the home advantage theory. Chapter 6 will examine whether foreign 
ownership has any impact on bank efficiency. 
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Table 5.4 Foreign ownership and profit

Profit before tax over total assets

(1) (2) (3) (4) (5) (6)

Estimation 
Technique

OLS GMM OLS GMM OLS GMM

FOREIGN -0.0069***
(-7.18)

-0.0097**
(-1.94)

-0.0089***
(-5.10)

-0.0112
(-1.35)

-0.0033**
(-3.48)

-0.0086**
(-1.68)

OVERHEAD 
COSTS

0.032*
(1.85)

0.0099
(0.096)

0.0340**
(1.98)

0.0018
(0.017)

0.0246
(1.48)

-0.0024
(-0.03)

LLP -0.470***
(-10.94)

-0.590*
(-1.80)

-0.4775***
(-11.03)

-0.5698*
(-1.81)

-0.3602***
(-8.54)

-0.4481
(-1.26)

EQUITY 0.095***
(17.18)

0.085
(1.56)

0.095***
(17.12)

0.085
(1.57)

0.045***
(7.79)

0.088*
(1.74)

INFLATION 0.00069***
(6.62)

0.00078
(1.06)

0.0007***
(6.43)

0.0006
(0.82)

0.00032***
(2.63)

0.00058
(0.74)

GROWTH 0.00010
(0.47)

-0.0008
(-0.90)

0.00008
(0.39)

-0.0006
(-0.83)

-0.00001
(-0.05)

-0.00076
(-0.99)

GDPPC 0.0014***
(4.62)

0.0015
(1.34)

0.0010**
(2.42)

0.0005
(0.34)

0.0003
(1.04)

0.0016
(1.43)

GDPPC *
FOREIGN

0.0008
(1.40)

0.0014
(0.60)

PROFBT1 0.5433***
(24.30)

0.0091
(0.072)

D1999 0.0009
(0.83)

0.0009
(0.93)

0.0009
(0.78)

0.0008
(0.86)

D2000 -0.0005
(-0.43)

0.0002
(0.14)

-0.0005
(-0.45)

0.00005
(0.044)

-0.0013
(-1.35)

-0.0007
(-0.51)

D2001 -0.0020
(-1.43)

-0.0040**
(-2.02)

-0.0020
(-1.48)

-0.0037**
(-2.03)

-0.0036***
(-3.19)

-0.0052***
(-2.92)

Constant 0.0027**
(1.75)

0.0081
(0.89)

0.0037**
(2.19)

0.0102
(1.10)

0.0035**
(2.56)

0.0085
(1.06)

RSS 0.5260 0.5382 0.5254 0.5342 0.2483 0.3725

TSS 0.6894 0.6894 0.6894 0.6894 0.4921 0.4921

Walt time 
dummy

5.223
p=0.156

8.498
p=0.037

5.251
p=0.154

8.091
p=0.044

10.246
p=0.006

9.394
p=0.009

M1 21.292
p=0.00

-4.173
p=0.000

21.318
p=0.00

-4.205
p=0.000

-5.485
p=0.000

-2.073
p=0.038

M2 16.253
p=0.00

-1.384
p=0.166

16.263
p=0.00

-1.370
p=0.171

-0.491
p=0.624

Sargan 27.64
p=0.48

35.09
p=0.32

36.14
p=0.28
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Financial Performance: Foreign Banks Worldwide

Note: the dependent variable in all equations is profit before tax. See also notes to Table 5.2 
*, ** and *** indicate significance levels of  10, 5 and 1 percent respectively. T-values in paren-
theses.
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