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_____________________________________________________ 
Abstract We analyze the dynamic effects of bank rebranding in a sample of Turkish banks. We 

hypothesize that bank rebranding resorts positive effects if the rebranding strategy exploits 

familiarity bias, which refers to the behavioral heuristic that investors favor firms they are more 

familiar with. We measure the effect of bank rebranding on depositor attitudes by the change in 

depositor discipline. In line with our hypothesis, rebranding from a foreign into a Turkish name 

(increased familiarity) is associated with reduced depositor discipline, while rebranding from a 

Turkish into a foreign name (reduced familiarity) is associated with increased depositor discipline 

instead. Local projections indicate that the positive familiarity bias effect of rebranding lasts up to 

four years. 

______________________________________________________ 
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1. Introduction 

 
In the last decades many organizations have pursued a corporate rebranding strategy in order to 

change their image and identity (Brown et al. 2006, Muzellec et al. 2003). Some do so because of 

mergers and acquisitions (Devlin and McKenchie 2008), while others want to boost their 

business by creating a new image or position in the market place (Mishra 2001, Kilic and Dursun 

2006). Others are looking for a fresh start after difficult or financially distressed times, or are 

trying to create a global brand by harmonizing their different brands across national boundaries.1  

Whatever the motivations for rebranding may be, the firm envisages an enhanced brand position 

with a clearer message to its customers. Abandoning an established brand name, however, also 

entails the risk of sparking feelings of fear and resentment and may by consequence result in the 

loss of market share (e.g., Horsky and Swyngedouw 1987, Stuart and Muzellec 2004). Despite 

these clear risks, poorly performing firms may try to conceal their deplorable reputation by 

changing their name, since firms without track record are able to generate more revenues than 

firms with a poor track record (McDevitt 2011). 

Branding might even be more crucial in the banking sector than in other services-related 

industries, because it is beyond doubt one of these industries where trust and confidence are 

especially vital. Given banks’ nature as financial intermediaries, faced with asymmetric 

information and a maturity mismatch between assets and liabilities, they are inherently vulnerable 

to shocks in depositors’ perceptions about the bank’s quality and therefore susceptible to bank 

runs (e.g., Diamond and Dybvig 1983). According to Tadelis (1999), operating in an environment 

dominated by information asymmetries makes the corporate brand name the main source of a 

firm’s reputation: perceptions of asset deterioration may, through an extreme form of depositor 

discipline, even trigger a bank run irrespective of ex-ante bank fundamentals. Brand reputation 

has the potential to mitigate this risk of perceived asset deterioration.2 The trends towards 

increasing convergence in financial services and towards multiple banking channel options 

                                                
1 Muzellec et al. (2003) singles out four drivers of name changes: a change in ownership structure (mergers and 
acquisitions, spinoffs and demergers, privatizations and nationalizations), a change in corporate strategy 
(diversification and divestment, internationalization and localization), a change in competitive position (outdated 
image, erosion of market position, and reputational problems) and a change in the external environment (legal 
regulation, crises/catastrophes). 
2 The importance of marketing stimuli on consumer choice preferences asymmetric information, has been widely 
acknowledged in the marketing literature (e.g., Dawar and Parker 1994, Erdem and Swait 1998). 
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outside the physical bank may further attest the pivotal importance of branding in the interaction 

between depositors and financial institutions.3  

In contrast to the substantial real world activity in corporate rebranding, however, the 

empirical literature focusing on the possible effects of name changes is surprisingly sparse, both 

within and beyond the financial sector. The extant literature primarily focuses on the valuation 

effects of rebranding and provides only mixed evidence. Horsky and Swyngedouw (1987), for 

example, find positive valuation effects for firms producing goods, whereas the opposite holds 

for financial firms. Karpoff and Rankine (1994) report that shareholder wealth effects of 

rebranding are quickly reversed in the post-announcement period. The dot-com phenomenon, 

however, exhibited that the management could capitalize on the adoption of rebranding strategies 

consonant with the market sentiment. Cooper et al. (2001) report that firms merely adding 

cosmetic ‘dot-com’ references to their brands realized substantial abnormal returns during the 

Internet bubble period. With the burst of the internet bubble, Cooper et al. (2005) document that 

corporate name changes, but now in the reverse direction, hence with the drop of ‘dot-com’ 

references, continued to produce wealth effects.  

Concerning the financial services industry, there have been only a few published case studies 

and customer survey studies on rebranding episodes (e.g., Saunders and Watters 1993, Devlin 

and McKechnie 2008, M’Sallem et al. 2009).4. We choose to study the Turkish banking sector 

because it provides an excellent laboratory to test the depositors’ response to bank rebranding, 

since the sector has seen a significant number of name changes and a considerable influx of 

foreign banks. We contribute to the literature on the effects of bank rebranding along the 

following three dimensions.  

First, we verify whether the heterogeneous effects of rebranding strategies in a banking context 

can be attributed to familiarity bias. Familiarity bias is a specific behavioral heuristic in a 

broader class of name proximity-based heuristics that have been found to steer investor behavior 

                                                
3 Brand identity plays an especially important role for service firms, as it is often difficult to differentiate services 
based on tangible characteristics (Berry 2000). Branding helps by providing a soft conversion of intangible services 
to tangible services. As a result, the weight of brand names is considered especially significant in the services 
industry, since it serves as a risk-reducing tool in the consumer’s pre-purchase evaluation (Onkvisit and Shaw 1989). 
A service brand also acts as a central element in building a long-term relationship between buyer and seller 
(Dall’Olmo Riley and de Chernatony 2000). 
 
4 In fact, the rebranding literature beyond financial companies also largely consists of case studies, which limit the 
generalizability of the findings. We refer to Miller et al. (2014), who provide an integrative review of the rebranding 
literature. 
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in the literature. Kumar et al. (2015) for instance show that funds managed by individuals with 

foreign-sounding names attract less capital. Early alphabet stocks are positively associated with 

turnover and firm value (Itzkowitz et al. 2016). Similar findings are reported for fluent stock 

names (Green and Jame 2013) and name memorability (Grullon et al. 2004). Familiarity bias 

specifically refers to the behavioral heuristic that investors favor firms they are more familiar 

with. Familiarity is usually measured in terms of geographical or linguistic proximity. Ackert at 

al. (2005) conclude from experiments that information about geographical proximity is not 

sufficient to induce familiarity-based responses; instead, investors exhibit familiarity bias when 

they are also exposed to the company’s name. 

In the finance literature, there is a great deal of evidence that investors tend to overweigh 

familiar assets in domestic setting (e.g., Coval and Moskowitz 1999, Huberman 2001) as well as 

in international portfolio allocation (e.g., French and Poterba 1991). We aim at identifying the 

role of familiarity bias in the effects of bank rebranding by considering the nature of the name 

change. We are particularly interested in whether the decision to rebrand a Turkish bank name 

into a foreign, unfamiliar, bank name provokes negative responses from the bank’s depositors 

and conversely whether the decision to rebrand a foreign bank name into a Turkish one elicits 

feelings of familiarity and affinity with the bank among its depositors. One of the main reasons 

for this effect is that foreign-sounding, less recognizable names may trigger a stronger sense of 

in-group bias (Kumar et al. 2015). Individuals systematically have more trust in, and have more 

positive opinions about individuals from their own group, whereas individuals from other groups 

are less trusted and less-well regarded (Tajfel 1982). Along this line of reasoning, we conjecture 

that (Turkish) recognizable bank names may be expected to create a sense of familiarity, which, 

in turn, will lead depositors to exhibit more positive attitudes towards these banks and to exert 

less effort to scrutinize them. 

Second, while the previous literature on bank rebranding concentrated on case studies 

employing customer surveys, we use depositor discipline as a generic tool to measure the effect 

of bank rebranding on the attitudes of bank depositors towards the bank. The idea behind 

depositor discipline is that depositors actively penalize bank risk by demanding higher deposit 

rates from and supplying fewer deposits to more risky banks (e.g., Martinez Peria and Schmukler 

2001, Demirgüç-Kunt and Huizinga 2004, Karas et al. 2010). If bank rebranding succeeds in 

numbing depositor sensitivity to bank risk, i.e., a reduction in depositor discipline, we take this as 
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a proof of depositors’ more positive attitude towards the new brand. If, instead, the new name is 

not well regarded, depositors will exert stronger discipline on rebranded banks. Our empirical 

hypothesis therefore is that depositors will exert less discipline on banks that rebrand from a 

foreign name to a more familiar (Turkish) name and more discipline on banks that opt to change 

their Turkish name to a less familiar foreign one. One of our empirical challenges will be to 

distinguish between familiarity bias and ethnocentric behavior or even resentment against 

foreigners. Indeed, customer choice may be also affected by ethnocentrism for a certain period of 

time (Balabanis et al. 2001, Morse and Shive 2011).  Ethnocentric depositors are reluctant to 

make use of services provided by foreign-owned companies (De Ruyter et al. 1998). By 

controlling for foreign acquisitions, we increase our confidence that any observed relationship 

between rebranding and depositors’ responses is not spuriously produced by foreign acquisitions, 

which should be always associated with ethnocentrism but not necessarily with familiarity. 

Third we employ the local projections method of Jordà (2005) to assess whether the effects 

of rebranding on depositor attitudes are long-lived. This method has been used successfully and 

extensively in the macro literature as an alternative to VAR or SVAR methods for the study of 

dynamic effects and impulse response functions, but is relatively new to banking and has not 

been applied in the context of rebranding or depositor discipline before. It allows us to generate 

impulse responses of depositor discipline parameters to a specific type of name change, for 

example a change from a foreign to a Turkish name (our measure of increased familiarity). As a 

consequence we can make claims about how long the positive or negative effects of specific 

types of bank rebranding are expected to last. 

In line with our familiarity bias hypothesis, our results show that rebranding from a foreign 

into a Turkish name (increased familiarity) is associated with reduced depositor discipline, while 

rebranding from a Turkish into a foreign name (reduced familiarity) is associated with increased 

depositor discipline instead. We also observe that depositors do not respond with more discipline 

to rebranding the bank from a Turkish to a foreign name when this name change is driven by a 

corresponding change of control (a foreign bank buying a control stake of a Turkish bank). This 

suggests our depositor discipline effects of name changes are indeed driven by familiarity bias 

and not by ethnocentricity, as in the latter case the scrutiny would especially increase in case of a 

foreign take-over, rather than the reverse. If banks change their foreign name into a Turkish one 

they enjoy reduced depositor discipline for a substantial amount of time, irrespective of any 
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changes of control. Our in depth analysis of the dynamic effects of bank rebranding through the 

local projections method reveal that this numbing effect of familiarity bias only peters out after 5 

years, which is remarkably persistent for this kind of behavioral effect. 

Several robustness checks are carried out to assess the sensitivity of our findings: (1) We 

disentangle the response of foreign currency depositors from the general response to make sure 

this is driven by the behavior individual depositors, (2) we include the introduction of the full 

deposit insurance scheme into our analysis; (3) we perform our analysis on a reduced sample to 

mitigate the unobserved heterogeneity; and (4) we apply a Heckman two-step method to reduce 

the selection bias to make sure our results are not driven by endogenous name changes. Our 

results remain qualitatively the same for all these robustness checks. 

We organize this article as follows. In section 2, we describe the sample of banks, and present 

the results of the baseline depositor discipline model as our tool to assess the effect of name 

changes. In section 3, we provide some first results on the effects of name changes on depositor 

attitudes by enriching the baseline model with interactions between the bank fundamentals and 

broadly defined rebranding variables. In section 4, we present our main results and document 

familiarity bias among Turkish depositors. Section 5 shows that the earlier results are indeed 

driven by familiarity bias and not by change of control or by ethnocentrism. Section 6 employs 

the local projections method to document the dynamic effects of familiarity bias. Robustness 

checks are conducted in Section 7 for example to control for the introduction of deposit insurance 

and for selection. The final section concludes, and provides policy implications and avenues for 

further research. 

 

 
 
2. Data and baseline model of depositor discipline 

 
We concentrate on commercial banks in Turkey that operate in a relatively homogenous way, 

providing similar services and using similar resources. Commercial banks in Turkey have 

traditionally been operating as universal banks offering a broad range of products and services 

such as deposit-taking, commercial lending, trading financial instruments, insurance, leasing and 

investment banking. The Turkish banking sector is an increasingly attractive market for foreign 
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investors. The influx of foreign investors into the Turkish commercial banking sector provides a 

good testing ground for the verification of the familiarity bias hypothesis.5 We collect an 

unbalanced panel of 91 Turkish banks from the various issues of Banks in Turkey published by 

the Banks Association of Turkey. This database is assembled by gathering annual balance sheets 

and income and expense statements for these banks from 1980 till 2016.  Of the 91 banks, 42 

banks are either branches of foreign banks abroad or are foreign subsidiaries (more than 50% of 

their shares are owned by non-residents), 49 banks are domestically owned commercial banks 

(more than 50% of their shares are owned by Turkish residents), and 15 banks are classified as 

state-owned deposit-taking banks (predominantly owned by the Turkish government).6 For our 

main variables that measure bank risk and bank soundness, we only use public information 

available to depositors. 

Our estimation strategy involves full sample estimations of price- and quantity depositor 

discipline equations. Before the liberalization of July 1980 the banking sector was largely under 

state control and practically no new banks were allowed to enter. In July 1980, as a result of the 

financial liberalization program, the interest rate ceilings on loans and deposits were removed, 

loan allocation policies in line with the pursued import substitution strategy were abandoned, and 

in order to open the banking sector to competition bank entry was allowed. We therefore choose 

the year 1980 as a starting point for our analysis. In order to assess whether and how bank 

rebranding affects depositors’ sensitivity to bank risk we estimate a baseline depositor discipline 

model and then enrich the model with interactions between bank rebranding variables and bank 

fundamentals. This methodological approach is explained in detail in the next section.  

 

 

                                                
5 The Turkish banking landscape experienced substantial changes over the period 1980-2016. Following the 
financial liberalization in 1980, the total number of deposit-taking institutions had risen from 40 to 61 by the end of 
2000. However, the 2001 financial crisis led to a consolidation of the banking market in which the number of banks 
dropped to 33 at the end of 2006. Afterwards, the system has undergone a stabilization period and 34 banks were 
operative by the end of 2016. The banking system experienced a sharp increase in the share of foreign banks as 
measured by the share in total numbers, increasing from 10% in 1980 to 61% in 2016. Although opposite dynamics 
were observed for state-owned banks over the same time period (in terms of numbers, a drop from 30% to 9%), they 
still have a substantial market share in terms of deposits and total assets. 
 
6 The sum is more than 91 as we observe for some banks a change in ownership over the sample period. 
Furthermore, our data structure is adjusted for mergers and acquisitions by generating a new bank after tracing such 
events. Mergers and acquisitions between two Turkish banks are traced through “The Banks Association of Turkey”, 
which offers main historical events during the lifetime of operating and closed banks. 
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2.1. A baseline model of depositor discipline  
 

Depositor discipline is our tool to measure the effect of bank rebranding on depositor attitudes 

towards the bank and to evaluate the importance of familiarity bias in this mechanism. To have a 

robust specification for assessing depositor discipline, we start by exploring which bank 

fundamentals, if any, depositors focus on when disciplining their banks. In particular we are 

looking for bank fundamentals that are observable and whose deterioration unambiguously leads 

to deposit outflows and deposit rate hikes. Only the joint information of both price and quantity 

reactions to bank risk yields conclusive evidence of depositor discipline (e.g., Park and Peristiani 

1998, Martinez Peria and Schmukler 2001, Karas et al. 2013). Indeed, it is the estimation and 

interpretation of both quantity and price regressions that allow us to disentangle depositor 

discipline from other determinants of deposit market equilibria, like demand shifts or regulatory 

shocks. A positive relation between bank risk and deposit rates could, for example, be a reflection 

of a demand effect, with risky banks pursuing a more aggressive deposit expansion strategy to 

meet new loan demand. Our approach would reveal which of these hypotheses (discipline versus 

a demand shift) holds by also inspecting the quantity regression, where the relation between bank 

risk and deposit quantity would also be positive in case of a demand shift, but negative in the case 

of true depositor discipline.  

We measure the reaction of deposit growth (Eq. 1) and deposit rates (Eq. 2) to bank risk 

taking, by estimating the following reduced-form equations:  

 
DEPG!,! = α! + α! + α!Risk!,!!! + α!Controls!,! + ε!,! 

 

(1) 

IDEP!,! = β! + β! + β!Risk!,!!! + β!Controls!,! + µ!,! (2) 

 

The reaction variables are the traditional variables used in the depositor discipline literature: 

DEPG!,! is the first difference of the log of deposits for bank i during period t, whereas IDEP!,! is 

the implicit deposit rate, measured as the annual interest expense over bank deposits. IDEP is the 

implicit deposit rate for the sum of insured and uninsured deposits. Table 1 provides summary 
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statistics of the dependent variables, bank fundamentals and bank controls for the sample period 

1980-2016. We notice that the average yearly percentage change in deposits has been positive 

across banks and over time (17.25%). Dispersion of deposit growth is, however, high with a 

substantial difference between minimum and maximum values. On the other hand, the summary 

statistics of the implicit interest reveal that the banking sector has historically paid high deposit 

rates. This observation should not come as a surprise, since the Turkish banking sector has been 

historically pressured by its government to finance large budget deficits at high interest rates. 

Especially in the 1980s and 1990s, huge public sector deficits and their financing with high real 

interest rates from the domestic financial markets heavily disturbed the allocation of resources to 

the real sector (e.g., De Jonghe et al. 2012). 

 

< INSERT TABLE 1 AROUND HERE> 

 

The vector Risk represents the alternative risk measures CAP and LIQ7. These variables are 

included with a one-year lag to account for the fact that balance sheet and income statement 

information become available to the public with a certain delay. In line with the literature, we 

introduce accounting measures of bank-specific risks (e.g., Martinez Peria and Schmukler 2001, 

Demirgüç-Kunt and Huizinga 2004).8 CAP is the ratio of total equity to total assets (the capital 

ratio). We expect that the capital ratio will, ceteris paribus, be positively related to deposit growth 

and negatively related to deposit rates. The summary statistics reveal that the average capital ratio 

in our sample equals 14.01%. LIQ is the ratio of liquid assets (such as cash, central bank debt and 

short-term government securities) to total deposits. As this ratio measures the bank’s ability to 

cover deposit withdrawals, we expect a positive relationship with deposit growth and a negative 

one with the deposit rates. To moderate the inordinate influence of extreme values, we winsorize 

the aforementioned dependent and bank risk variables at the 2% level in both tails. Evidence of 

depositor discipline requires α! > 0 and β! < 0 for CAP, LIQ, or both. The disturbance terms ε!,! 

and µ!,! are independently distributed with mean zero and variance σ!,!! . Following most prior 

studies, we estimate our models with bank-fixed effects: α! for the deposit growth specification 
                                                
7 We have tried other risk measures such as non-performing loans and return on assets but none of them proved to be 
the parameters used by depositors to discipline banks. In order to avoid potential overspecification problems, as in 
Demirgüç-Kunt and Huizinga (2004), we decided to proceed with the capital and liquidity ratio.. 
  
8 Since most banks in our sample are not listed, relying on market information would severely restrict our dataset. 
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and β! for the deposit rate specification to control for the unobserved heterogeneity across banks. 

To control for potentially heteroscedastic and potentially correlated error terms within an entity, 

we estimate heteroscedastic- and autocorrelation consistent standard errors. In all specifications, 

we include year dummy variables to account for macroeconomic fluctuations and other year-

specific events that might influence the growth in deposits (i.e. α!) or deposit rates (i.e. β!). This 

is especially useful because Turkey experienced some spells of severe inflation and other 

macroeconomic disturbances in the period under study, but these are time-specific shocks 

common to all banks.  

The vector Controls contains other bank-specific control variables that may affect the reaction 

variables. Size is calculated as the natural logarithm of total assets. Representing bank visibility 

and outreach, Branches is defined as the natural logarithm of the number of bank branches. As a 

measure of institutional maturity, Age represents the natural logarithm of number of years the 

bank exists. State banks are banks that predominantly owned by the government. Private banks 

are domestically owned commercial banks with more than 50% of shares owned by non-

governmental Turkish residents. Foreign banks are either branches of internationally operating 

banks or local subsidiaries with 50% of their shares owned by non-residents. Private domestic 

banks serve as the reference group in the regressions. Investment banks and development banks 

are excluded to ensure the homogeneity of our sample. 

 

 

2.2. Estimation results of the baseline model 
 

We report the estimation results of Eq. 1 and Eq. 2 in Table 2, introducing the variables CAP and 

LIQ separately (columns 1-2 and columns 4-5 for the deposit growth and deposit rate equations, 

respectively) and jointly (column 3 and column 6 for the deposit growth and deposit rate 

equation, respectively). An increase in the capital ratio (CAP) is associated with higher deposit 

growth and lower deposit rates (α! > 0 and β! < 0), which is direct evidence of the presence of 

depositor discipline9. In contrast, higher liquidity (LIQ), though also associated with higher 

deposit growth, leads to higher rather than lower deposit rates, suggesting a shift in banks’ 

                                                
9 Conversely, depositors will punish banks with a lower capital ratio by decreasing the supply of funds, i.e. raising 
the average yield on deposits and reducing the quantity of deposits. 
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deposit demand rather than depositor discipline. Indeed more liquid banks seem to demand more 

deposits and pay higher deposit rates accordingly.  

 

< INSERT TABLE 2 AROUND HERE> 

 

The results unambiguously reveal that depositor discipline is mainly exerted through the capital 

ratio (CAP): depositors are found to supply more funds at lower deposit rates to banks that have 

increased their capitalization. This suggests that the capital ratio provides the most informative 

signal of bank risk to depositors. This is not surprising since solvency is a simple, accessible and 

powerful indicator of bank risk, i.e., bank capital cushions depositors against declining bank asset 

values. It also functions as a signal about the bank’s resilience to credit, liquidity, operational, 

market, off balance sheet, legal, and macroeconomic risk and hence about the bank’s probability 

of default. Therefore, the capital ratio has been used very extensively, as the main proxy for bank 

risk in earlier depositor discipline studies (e.g., Park and Peristiani 1998, Martinez-Peria and 

Schmukler 2001, Karas et al. 2010, Disli et al. 2013).  

Large banks (Size) attract, relative to their smaller peers, more deposits without having to pay 

higher deposit rates. This may reflect that depositors perceive bigger banks as ‘too-big to fail’ 

Alternatively, size may also capture the effect of market power or of superior risk management 

skills. Indeed, De Jonghe et al. (2012), find that large Turkish banks manage their portfolio risk 

more efficiently and reach a more optimal risk/return profile. Banks with many branches 

(Branches) are not found to produce a comparative advantage in terms of deposit growth and 

deposit rates. As expected, bank age (Age) enters all specifications with a negative sign in the 

deposit growth regressions. Although state banks pay higher deposit rates, they exhibit lower 

deposit growth than domestic private banks. Although foreign banks also pay higher deposit 

rates, they do not enjoy a higher deposit growth than private domestic banks.  
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3. The general effects of bank rebranding  

 
Having established the validity of the depositor discipline approach in our sample, we proceed by 

verifying whether our depositor discipline measure is a proper tool to evaluate the effects of bank 

rebranding. If the new name is perceived as very costly, involves a superficial facelift and/or is 

the ultimate reflection of bank problems, it will generate depositor distrust and suspicion, leading 

to more pronounced depositor discipline. Depositor discipline will, however, be mitigated if 

rebranding is perceived as being credible, persuasive, and re-energizing, leading to more 

customer loyalty and competitive differentiation. Therefore, we introduce bank rebranding 

variables and their interactions with bank capitalization and re-estimate the reduced form quantity 

–and price equations in Eq. 3 and Eq. 4, respectively10:  

 
DEPG!,! = α! + α! + α!Risk!,!!! + α!Risk!,!!!×△ NAME!,! + α! △ NAME!,! + α!Controls!,! + ε!,! 

 

(3) 

IDEP!,! = β! + β! + β!Risk!,!!! + β!Risk!,!!!×△ NAME!,! + β! △ NAME!,! + β!Controls!,! + µ!,! (4) 

 

The coefficients α! and β! identify the change in depositor discipline introduced by bank 

rebranding. If rebranding indeed numbs depositor sensitivity to bank capitalization, we expect 

α! < 0 and β! > 0, while we expect α! > 0 and β! < 0 if rebranding fuels depositor distrust and 

discipline instead. In all other cases, the effect of rebranding can be labeled as ambiguous. 

As the effects of rebranding may wane over the course of time, rebranding may produce 

different depositor responses in the short-term and in the mid-to-long-term. In order to 

discriminate between the short-term and mid-to-long term effects of rebranding on depositor 

discipline, we use two versions for each rebranding dummy variable, while keeping other 

variables unchanged. We explore the short-run effect using a dummy variable which equals to 1 

                                                
10 We follow a similar empirical strategy to Disli et al. (2013), who exploit the depositor discipline framework to 
study the reaction of depositors after a bank appoints a former politician. The authors find that the presence of former 
politicians markedly affect depositor discipline; banks with former parliament members at the helm enjoy reduced 
depositor discipline, especially if the former politician’s party is currently in power. However, this reduction in 
depositor discipline is partially or fully nullified if the politician is a former cabinet minister. This could be explained 
by the fact that former ministers were often part of controversial governments and thus generate negative reactions 
among depositors. Appointing ministers may be less effective at reducing depositor discipline because their 
presences often signal severe banking problems and because the additional government deposits they bring to the 
bank often leave upon their departure. 
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in the first three years following the brand redeployment, hence from t=0 to t=2. We analyze 

whether the impact of bank rebranding on depositor discipline is persistent by setting the 

rebranding dummy variable equal to 1 for the first six years following the rebranding strategy, 

hence from t=0 to t=5, and 0 otherwise. 

Bank rebranding itself is not a homogenous process. We start by creating a general bank 

rebranding dummy variable retrieved via the annual bank balance sheet information and 

historical event information during the lifetime of operating and closed banks, both offered by the 

Banks Association of Turkey. This dummy variable △ NAME is equal to 1 when a bank changes 

its name and 0 otherwise. Secondly, we discriminate between “small” and “big” name changes. 

The △ NAME(BC) stands for a “big” name change, and refer to the creation of a completely new 

name, indicating a radical break away from the past, whereas the “small” name change refers to 

an evolutionary or cosmetic modification, hence still including a substantial or recognizable 

portion, of the old name. Table 3 shows that, from our sample of 91 Turkish banks over the 

period 1980-2016, 32 different banks changed their name at least once. As some of these 32 

banks adopted the name change strategy more than once, we detect in total 55 name changes.11 

We classify 18 of them as “small” name changes and 37 as “big name” changes. 

 

< INSERT TABLE 3 AROUND HERE> 

 

The estimation results are presented in Table 4. Panel A looks into name changes per se, Panel B 

also differentiates between small and big name changes. In each panel, columns 1-2 represent the 

short-term effects, whereas columns 3-4 represent the mid-to-long-term effects. Furthermore, in 

each panel, columns 1 and 3 capture the deposit growth equation, whereas, columns 2 and 4 

indicate the deposit rate equation. We estimate the most flexible specification, including CAP, 

LIQ and a full set of interactions. Although we report the coefficient estimates of the full model, 

we focus on the CAP variable and its interactions with the rebranding variables for the 

interpretation and discussion of the results, as CAP is the bank fundamental that unambiguously 

exhibits depositor discipline.  

 

                                                
11 Some banks clearly suffered from an identity crisis and engaged in repeated bank rebranding: four banks changed 
their names 3 times, two banks changed their names 4 times, and one bank even changed 6 times.  
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< INSERT TABLE 4 AROUND HERE> 

 

Panel A of Table 4 reveals that that the adoption of a new bank name, on average, functions as a 

wake-up call for depositors. Specifically, the positive and significant coefficient of the interaction 

variable, i.e., (CAP × △ NAME), in the short run (Column 1) as well as in the long run (Column 

3), indicates that deposit growth becomes more sensitive to bank capital in the aftermath of a 

name change. Since the coefficient estimate of the interaction variable (CAP × △ NAME) is not 

significant in Column 2 or Column 4, a name change does not affect the sensitivity of deposit 

rates to bank capital in either the short run or the long run. In balance, it seems that bank 

rebranding leads to an increase in depositor discipline.  

In Panel B of Table 4 we add triple-interaction terms, whereby (CAP × △ NAME) is 

multiplied with △ NAME(BC), in order to verify whether big name changes have another effect 

on depositor discipline than small name changes. In the short-run, we still observe that the 

coefficient of (CAP × △ NAME) is positive in the quantity equation (i.e. the sharing the same 

sign as the coefficient of the CAP variable), indicating higher depositor vigilance for banks with 

small incremental changes of their name. Indeed, when the bank opts for a small change in its 

name (CAP × △ NAME), a 1% increase in CAP is now associated with 5.31% (summing 

coefficients = 1.28 + 4.03) more deposit growth, indicating that depositors are becoming 

substantially more sensitive to capital. The increase in depositor sensitivity also holds in the 

longer run. This effect is, however, absent for big name changes. In both the short run as well as 

in the long run (columns 1 and 3, i.e. the deposit growth equation) the increased depositor 

discipline effect is reversed for big name changes (t-tests reveal that the sum of relevant 

coefficients is not significantly different from 0 in either Column 1 (4.03 – 3.40) or Column 3 

(2.55 – 2.05). Apparently, a slight change to the old name leads to persistently higher depositor 

discipline, whereas a more radical name change has no distinguishable effect on depositor 

discipline. 

As indicated in Eq. 3 and Eq. 4, the separate rebranding dummy variables are included in all 

regression analyses. For both of the panels of Table 4, most of the coefficients of individual 

name change variables do not enter significantly the regressions. There are no consistent first 

order effects of name changes on deposit growth or deposit rates.  
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4. Familiarity bias and bank rebranding  

 
Having demonstrated how one can assess the dynamic effects of different types of bank 

rebranding with the use of depositor discipline concepts, we proceed with the empirical 

evaluation of the effect of familiarity bias in bank rebranding. To that purpose we discriminate 

between four types of name changes: △ NAME(TT), i.e. the name change from a local Turkish 

brand name to another Turkish name; △ NAME(TF), i.e. the name change from a local Turkish 

brand name to a foreign name; △ NAME(FT), i.e. the name change from a foreign brand name to 

a Turkish name; and △ NAME(FF), i.e. the name change from a foreign brand name to another 

foreign name. It can be seen from Table 3 that of 55 name changes, we classify 18 changes as 

△ NAME(TT), 9 changes as △ NAME(TF), 9 changes as △ NAME(TF), and finally 19 name 

changes as  △ NAME(FF). We cannot reject the alternative hypothesis of familiarity bias if 

depositors prefer (irrespective of bank fundamentals) rebranding from foreign to Turkish names 

over rebranding from Turkish to foreign names.  

We introduce these four directions of brand name changes and their interactions with bank 

capitalization in our baseline model and estimate the following reduced form equations: 

 
DEPG!,! = α! + α! + α!Risk!,!!! + α!Risk!,!!!×△ NAME TT !,! + α!Risk!,!!!×△ NAME TF !,! + 

 α!Risk!,!!!×△ NAME FT !,! +  α!Risk!,!!!×△ NAME FF !,! + α! △ NAME TT !,! + 

α! △ NAME TF !,! +  α! △ NAME FT !,! +  α! △ NAME FF !,! + α!"Controls!,! + ε!,! 

 

(5) 

IDEP!,! = β! + β! + β!Risk!,!!! + β!Risk!,!!!×△ NAME TT !,! + β!Risk!,!!!×△ NAME TF !,! + 

 β!Risk!,!!!×△ NAME FT !,! +  β!Risk!,!!!×△ NAME FF !,! + β! △ NAME TT !,! + 

β! △ NAME TF !,! +  β! △ NAME FT !,! +  β! △ NAME FF !,! + β!"Controls!,! + µ!,! 

(6) 

 

The coefficients of interaction terms in Eq. 5 (Eq. 6) capture the changes in sensitivity of deposit 

growth (deposit rates) to bank capitalization due to bank rebranding. Depositor sensitivity to bank 

capitalization is numbed if the estimated coefficients of the interaction terms are negative in Eq. 5 

and positive in Eq. 6. Conversely, depositor sensitivity to bank capitalization is boosted by bank 
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rebranding if the coefficients of the interaction terms turn out to be positive in Eq. 5 and negative 

in Eq. 6. Each name change direction is a vector of two separate dummy variables, as we 

differentiate between short and long run effects of name changes on depositor discipline in the 

same way as we did in section 3.  

 

< INSERT TABLE 5 AROUND HERE> 

 

Table 5 – Panel A displays the estimation results of Eq. 5 and Eq. 6. We do not observe any 

effect on depositor discipline when a bank changes its Turkish name to another Turkish name 

(see the estimated coefficients of the interaction term CAP × △ NAME(TT) for different 

specifications). If we disentangle small and big name changes within the group of Turkish to 

Turkish rebranding12 (see Table 5 – Panel B, coefficients of CAP × △ NAME TT  and 

CAP × △ NAME TT  × △ NAME(TTBC)), we again find that small name changes seem to have 

an immediate and persistent wake-up call effect on depositors, while more drastic rebranding 

decisions do not. 

When a Turkish name is rebranded into a foreign name, our results indicate a persistent 

increase in depositor discipline (coefficients of the interaction term CAP × △ NAME(TF) for 

different specifications). On average, a 1% increase (decrease) in CAP is associated with a 1.28% 

increase (decrease) in deposit growth. But when a bank changes its Turkish name into a foreign 

name (CAP × △ NAME TF ), this 1% increase in CAP is now associated with 3.16% (adding up 

coefficients 1.28 + 1.88) more deposit growth in the short run, indicating that depositors are 

becoming more sensitive to capitalization after the rebranding. In a similar manner, if an average 

bank increases its capital ratio with 1%, depositors will accept a deposit rate of about 0.28 

percentage points lower. But changing the Turkish name to a foreign name increases this interest 

rate sensitivity to bank risk to 0.63 percentage points (adding up coefficients - 0.28 - 0.38). This 

increase in depositor discipline does not seem to be very transitory, since we derive the same 

conclusions in the mid-to-long run. These findings allow us to reject the null hypothesis that 

Turkish depositors are not subject to the familiarity bias. Apparently, the sudden “foreignness” of 

a bank makes depositors more rather than less vigilant about bank risk, as expressed by 

capitalization. Reversely, when a foreign name is changed into a Turkish one [coefficient 

                                                
12 Of the 18 name changes within the Turkish to Turkish pool, there are 11 instances recorded as a big name change. 
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