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Table 3: Franchise value regressions 

This table presents OLS regressions of the franchise value, QNA, on measures of revenue and asset diversification. The first 
specification describes the effect of the non-interest revenue share on the dependent variable, QNA. The second column shows the 
results when that relationship is allowed to be non-linear. The third and fourth column present the relationship between QNA and the 
loans-to-assets ratio in a linear and quadratic way, respectively. Columns 5 (and 6) contain the regressions in which revenue diversity 
(asset diversity) is linked to long-run performance. In all regressions, we control for a number of bank-specific characteristics. We 
include bank capital (equity-to-assets), cost-inefficiency (cost-to-income), loan loss provisions and bank size (residual of an auxiliary 
regression that can be interpreted as a pure size effect, which is orthogonal to the diversification measures and the other control 
variables). Country and year dummy variables are included, but not reported, in all specifications. All balance sheet and income
statement variables are lagged one year. *, **, *** denote statistical significance at the 10%, 5% and 1%, respectively. Standard
errors are adjusted for clustering at the bank-level. z statistics, i.e. estimated coefficients divided by their robust-estimated standard 
errors, are reported in brackets. The line containing ‘joint significance of linear and quadratic term’ reports p-values from the Wald 
test of the joint significance of the included linear and squared term of the revenue-based (or asset-based) measure of functional 
diversification. 

QNA QNA QNA QNA QNA QNA

Non-Interest Revenue Share 0.0949*** 0.0593
[4.635] [1.357]

(Non-Interest Revenue Share)2 0.0645
[0.662]

Loans-to-Total Assets -0.0012 0.0085
[0.109] [0.124]

(Loans-to-Total Assets)2 -0.0086
[0.153]

Revenue Diversity 0.0449***
[4.914]

Asset Diversity -0.003
[0.434]

Equity-to-Assets -0.1696 -0.1285 -0.1786 -0.1803 -0.2499 -0.183
[0.742] [0.522] [0.761] [0.766] [1.034] [0.785]

(Equity-to-Assets)2 2.8295** 2.5706* 3.5076*** 3.5225*** 3.5317*** 3.5192***
[2.198] [1.812] [2.680] [2.672] [2.603] [2.679]

Cost-to-Income -0.0517*** -0.0497*** -0.0398*** -0.0401*** -0.0518*** -0.0383***
[4.962] [4.666] [3.716] [3.735] [4.968] [3.622]

Loan Loss Provisions 0.001 0.0014 0.002 0.0019 0.001 0.0019
[0.246] [0.347] [0.517] [0.502] [0.266] [0.479]

ln(Size) -0.0015 -0.0013 -0.0033** -0.0033*** -0.0024* -0.0032**
[1.299] [1.109] [2.513] [2.700] [1.827] [2.401]

Constant 0.9759*** 0.9761*** 0.9749*** 0.9724*** 0.9779*** 0.9759***
[67.656] [68.634] [61.199] [40.193] [66.051] [64.994]

Joint Signficance of linear and 
quadratic term 0.000*** 0.9708

Number of observations 1220 1220 1220 1220 1220 1220
Number of cross-sections 136 136 136 136 136 136
R-squared 0.71 0.71 0.70 0.70 0.71 0.70



Table 4: Market beta regressions 

This table presents OLS regressions of the market beta, market, on measures of revenue and asset diversification. The first 
specification describes the effect of the non-interest revenue share on the dependent variable, market. The second column shows the 
results when that relationship is allowed to be non-linear. The third and fourth column present the relationship between market and the 
loans-to-assets ratio in a linear and quadratic way, respectively. Columns 5 (and 6) contain the regressions in which revenue diversity 
(asset diversity) is linked to systematic risk. In all regressions, we control for a number of bank-specific characteristics. We include 
bank capital (equity-to-assets), cost-inefficiency (cost-to-income), loan loss provisions and bank size (residual of an auxiliary 
regression that can be interpreted as a pure size effect, which is orthogonal to the diversification measures and the other control 
variables). Country and year dummy variables are included, but not reported, in all specifications. All balance sheet and income
statement variables are lagged one year. *, **, *** denote statistical significance at the 10%, 5% and 1%, respectively. Standard
errors are adjusted for clustering at the bank-level. z statistics, i.e. estimated coefficients divided by their robust-estimated standard 
errors, are reported in brackets. The line containing ‘joint significance of linear and quadratic term’ reports p-values from the Wald 
test of the joint significance of the included linear and squared term of the revenue-based (or asset-based) measure of functional 
diversification. 

market market market market market market

Non-Interest Revenue Share 1.3295*** 0.6422**
[9.753] [2.207]

(Non-Interest Revenue Share)2 1.2448***
[2.707]

Loans-to-Total Assets -1.0087*** -1.0965**
[11.350] [2.290]

(Loans-to-Total Assets)2 0.0779
[0.195]

Revenue Diversity 0.6167***
[7.568]

Asset Diversity 0.3816***
[6.145]

Equity-to-Assets -9.3177*** -8.5998*** -6.6607*** -6.6460*** -10.1468*** -8.8465***
[8.502] [7.564] [5.946] [5.898] [8.776] [7.242]

(Equity-to-Assets)2 19.6705*** 15.1279*** 13.9151*** 13.7872*** 27.8354*** 27.0097***
[4.036] [2.935] [2.690] [2.628] [5.104] [4.641]

Cost-to-Income 0.0681 0.1049 -0.1084 -0.1056 0.0709 0.0906
[0.803] [1.221] [1.222] [1.185] [0.815] [0.964]

Loan Loss Provisions -0.0135 -0.006 0.062 0.0627 -0.0106 0.0095
[0.295] [0.131] [1.371] [1.382] [0.229] [0.195]

ln(Size) 0.1950*** 0.2004*** 0.1849*** 0.1853*** 0.1819*** 0.1618***
[23.398] [23.587] [22.059] [21.236] [20.487] [17.700]

Constant 0.6827*** 0.6907*** 1.3492*** 1.3715*** 0.7005*** 0.4015***
[4.541] [4.636] [8.349] [6.611] [4.654] [2.601]

Joint Signficance of linear and 
quadratic term 0.000*** 0.000***

Number of observations 1208 1208 1208 1208 1208 1208
Number of cross-sections 135 135 135 135 135 135
R-squared 0.65 0.65 0.66 0.66 0.63 0.62



Table 5: Idiosyncratic volatility regressions 

This table presents OLS regressions of the idiosyncratic volatility, e, on measures of revenue and asset diversification. The first 

specification describes the effect of the non-interest revenue share on the dependent variable, e. The second column shows the 

results when that relationship is allowed to be non-linear. The third and fourth column present the relationship between e and the 
loans-to-assets ratio in a linear and quadratic way, respectively. Columns 5 (and 6) contain the regressions in which revenue diversity 
(asset diversity) is linked to firm-specific risk. In all regressions, we control for a number of bank-specific characteristics. We include 
bank capital (equity-to-assets), cost-inefficiency (cost-to-income), loan loss provisions and bank size (residual of an auxiliary 
regression that can be interpreted as a pure size effect, which is orthogonal to the diversification measures and the other control 
variables). Country and year dummy variables are included, but not reported, in all specifications. All balance sheet and income
statement variables are lagged one year. *, **, *** denote statistical significance at the 10%, 5% and 1%, respectively. Standard
errors are adjusted for clustering at the bank-level. z statistics, i.e. estimated coefficients divided by their robust-estimated standard 
errors, are reported in brackets. The line containing ‘joint significance of linear and quadratic term’ reports p-values from the Wald 
test of the joint significance of the included linear and squared term of the revenue-based (or asset-based) measure of functional 
diversification. 

e e e e e e

Non-Interest Revenue Share -0.0670** -0.2930***
[2.105] [4.009]

(Non-Interest Revenue Share)2 0.4092***
[3.332]

Loans-to-Total Assets 0.0047 0.1044
[0.235] [0.839]

(Loans-to-Total Assets)2 -0.0885
[0.830]

Revenue Diversity -0.0511***
[2.929]

Asset Diversity 0.004
[0.272]

Equity-to-Assets -0.7154** -0.4794 -0.7409** -0.7576** -0.6375* -0.7279**
[1.994] [1.345] [2.060] [2.110] [1.796] [2.062]

(Equity-to-Assets)2 4.8538*** 3.3606* 4.5655** 4.7108*** 4.4008** 4.5112**
[2.618] [1.809] [2.500] [2.583] [2.439] [2.512]

Cost-to-Income 0.1086*** 0.1207*** 0.1017*** 0.0985*** 0.1139*** 0.0985***
[5.175] [5.679] [4.631] [4.502] [5.390] [4.685]

Loan Loss Provisions 0.0765*** 0.0790*** 0.0754*** 0.0746*** 0.0768*** 0.0758***
[5.476] [5.747] [5.332] [5.273] [5.515] [5.396]

ln(Size) -0.0048** -0.003 -0.0036* -0.0040* -0.0045** -0.0036*
[2.285] [1.346] [1.755] [1.894] [2.220] [1.726]

Constant 0.1818*** 0.1844*** 0.1803*** 0.1549*** 0.1791*** 0.1810***
[4.003] [4.102] [3.748] [2.692] [3.963] [3.886]

Joint Signficance of linear and 
quadratic term 0.0002*** 0.7034

Number of observations 1208 1208 1208 1208 1208 1208
Number of cross-sections 135 135 135 135 135 135
R-squared 0.48 0.49 0.48 0.48 0.49 0.48



Table 6: Total volatility regressions 

This table presents OLS regressions of the total risk of a bank, i, on measures of revenue and asset diversification. The first 

specification describes the effect of the non-interest revenue share on the dependent variable, i. The second column shows the results 

when that relationship is allowed to be non-linear. The third and fourth column present the relationship between i and the loans-to-
assets ratio in a linear and quadratic way, respectively. Columns 5 (and 6) contain the regressions in which revenue diversity (asset
diversity) is linked to total bank risk. In all regressions, we control for a number of bank-specific characteristics. We include bank 
capital (equity-to-assets), cost-inefficiency (cost-to-income), loan loss provisions and bank size (residual of an auxiliary regression
that can be interpreted as a pure size effect, which is orthogonal to the diversification measures and the other control variables). 
Country and year dummy variables are included, but not reported, in all specifications. All balance sheet and income statement 
variables are lagged one year. *, **, *** denote statistical significance at the 10%, 5% and 1%, respectively. Standard errors are 
adjusted for clustering at the bank-level. z statistics, i.e. estimated coefficients divided by their robust-estimated standard errors, are 
reported in brackets. The line containing ‘joint significance of linear and quadratic term’ reports p-values from the Wald test of the 
joint significance of the included linear and squared term of the revenue-based (or asset-based) measure of functional diversification. 

Non-Interest Revenue Share 0.046 -0.1743**
[1.291] [2.179]

(Non-Interest Revenue Share)2 0.3991***
[2.955]

Loans-to-Total Assets -0.0802*** -0.0163
[3.532] [0.120]

(Loans-to-Total Assets)2 -0.0567
[0.489]

Revenue Diversity 0.009
[0.455]

Asset Diversity 0.0332**
[2.064]

Equity-to-Assets -1.3107*** -1.0805*** -1.1122*** -1.1229*** -1.3170*** -1.2847***
[3.493] [2.857] [2.945] [2.973] [3.450] [3.451]

(Equity-to-Assets)2 5.7291*** 4.2726** 4.9619*** 5.0550*** 5.9864*** 6.0068***
[2.994] [2.190] [2.583] [2.628] [3.084] [3.164]

Cost-to-Income 0.1071*** 0.1189*** 0.0854*** 0.0834*** 0.1106*** 0.1002***
[4.776] [5.232] [3.677] [3.597] [4.887] [4.504]

Loan Loss Provisions 0.0667*** 0.0691*** 0.0720*** 0.0715*** 0.0671*** 0.0678***
[4.658] [4.896] [4.983] [4.944] [4.688] [4.741]

ln(Size) 0.0084*** 0.0102*** 0.0088*** 0.0085*** 0.0077*** 0.0069***
[3.607] [4.109] [3.816] [3.574] [3.343] [2.960]

Constant 0.2168*** 0.2194*** 0.2715*** 0.2552*** 0.2164*** 0.1943***
[4.619] [4.716] [5.415] [4.152] [4.625] [4.093]

Joint Signficance of linear and 
quadratic term 0.0067*** 0.0011***

Number of observations 1208 1208 1208 1208 1208 1208
Number of cross-sections 135 135 135 135 135 135
R-squared 0.51 0.52 0.52 0.52 0.51 0.51


