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When does the general public lose trust in banks? We provide empirical
evidence using responses by Dutch survey participants to eight hypothetical
scenarios. We find that members of the general public care strongly about
executive compensation. Negative media reports, falling stock prices, and
opaque product information also affect trust in banks. Experiencing a bank
bailout leads to less concern about government intervention, while experi-

ence of a bank failure leads to greater concern on bonuses.
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1 Introduction

This paper studies under what conditions the general public would be particularly
likely to lose trust in financial institutions. Throughout history, financial panics,
bank runs, and disappearance of trust have been intertwined. When Overend,
Gurney and Company, a large London-based bill discounter, suspended payment
on 10 May 1866, panic quickly spread, leading to a run on other financial insti-
tutions throughout the country. Financial order was in the end restored by the
Bank of England’s willingness, although only after fierce internal debate, to act as
lender of last resort (Bagehot 1873, Schwartz 1987, Flandreau and Ugolini 2011).
There would be no further bank runs in England until September 2007, when
worried depositors started queuing outside branch offices of Northern Rock (Shin
2009). In the United States, banking panics were common phenomena in the late
19th and early 20th century, until the introduction of deposit insurance in the
1930s (Diamond and Dybvig 1983, Friedman and Schwartz 1963, Shin 2009). In
Latin America, East Asia and transition economies, however, waves of banking
crisis continued to occur well into the early 2000s (Laeven and Valencia 2013).
Recent research shows evidence for the intuitive notion that trust disappears
during a period of financial turmoil. For instance, Paola Sapienza and Luigi Zin-
gales find that in July 2012 only 21 percent of Americans trusted the financial

system, which was the lowest documented level of trust since early 2009.} Steven-

!Source: http://www.financialtrustindex.org/resultswavel5.htm. ULR last accessed 31 Jan-

uary 2013.



son and Wolfers (2011) also find that trust in a number of public institutions,
including banks, has fallen sharply during the Great Recession. For policymakers,
it is important to know the extent to which consumers have trust in banks. How-
ever, trust can be determined by many factors. By having a better understanding
of these factors, their magnitude, and possible fluctuations in relative importance
over time, one may be better prepared for a sudden fall of trust. Also, gaining
more insight in the public’s views may help in restoring trust in the financial
system.

There are a few related papers that analyse trust in the financial sector. Guiso
(2010) points to fraud, such as the Madoff case, as a reason for the collapse of
trust. Knell and Stix (2009) identify subjective variables, such as individuals’
assessment of their current and future financial positions, as important drivers of
trust. Carbd-Valverde, Maqui-Lopez and Rdédriguez-Fernandez (2013) find that
trust is strongly affected by perceptions of several performance characteristics and
attributes of banks. Van der Cruijsen, De Haan and Jansen (2013b) show that
adverse experiences with banks during the financial crisis do not only directly
lower trust in banks, but also have a negative effect on generalized trust.

To flesh out what could drive a sudden loss of trust, we presented mem-
bers of the Dutch general public with eight hypothetical scenarios related to the
financial crisis. Then, we asked to what extent these events would harm trust in
their banks. We focus on scenarios where the possible outcomes are not a prior:

obvious, as learning about the public’s opinions in those cases will be most useful



for policymakers. We group the eight events into four categories: i) adverse news,
ii) government intervention, iii) insufficient transparency, and iv) governance. For
instance, we asked whether a decline in the price of the stock of one’s bank, the
occurrence of government support, a lack of clear information on products, or
dominant leadership of one’s bank’s manager would lead to a loss of trust.

We also use panel regressions to better understand the determinants of trust.
Apart from a standard set of covariates, such as education, age, gender, and
occupation, we include information on whether respondents were customer of a
bank that ran into difficulties. There is evidence that experiencing traumatic
events affects trust. For instance, Alesina and Ferrara (2002) find that low trust
is related to experiences as illness or divorce, while financial misfortune is most
closely associated with low trust. Our analysis is based on surveys that took
place after a turbulent period for the financial sector in the Netherlands. Two
banks went into bankruptcy: Landsbanksi/Icesave in 2008 and DSB Bank in
2009. In addition, in 2008 two of the country’s largest financial institutions (ING
and SNS REAAL) received government support, while the Dutch government
nationalized parts of Fortis Bank and ABN Amro. Using information on crisis
experiences, described in Van der Cruijsen et al. (2012), we identify whether
survey respondents were customer at banks that were either bailed out, or went
bankrupt. Thus, we analyze the effects of these negative experiences on trust in
financial institutions, again in the context of the eight hypothetical events listed

above.



This paper has four key findings. First, the most robust reason why people
would lose trust in banks relates to executive compensation. In the most recent
survey, large bonuses are the top reason why people worry, while in the 2010
survey, it is the second-most important reason. Second, negative media reports,
a drop in share prices, and opaque product information are also important reasons
for losing trust. However, the importance of share prices and product information
is only recent, while the importance of media reports decreases between 2010 and
2012. Third, government intervention, in particular through nationalizations, is
not a major reason for losing trust. This is in line with the government’s aim
to end the withdrawal of funds and to restore financial stability. Lastly, trust
is influenced by negative experiences with the financial sector during the crisis
years. Having experienced a bank bailout leads to less concern about government
intervention, while the experience of a bank failure results in greater concern

regarding bonuses.

2 DMotivating the eight scenarios

We study eight potential reasons for losing trust in banks. We focus on scenarios
where the possible outcomes are not a priori obvious, as learning about the
public’s opinion in those cases will be most useful for policymakers. In some cases,
this means that we sketch situations where one could take defensible positions on

both sides of a debate. In other scenarios, it means there could be uncertainty



about the extent to which the public would care about certain events. Appendix A
gives the precise formulation of the questionnaire. First, we present participants
with the following question: ‘How likely is it, that because of the following events,
you will withdraw the funds from your bank, as you no longer trust the bank due
to these events?. Then, the participants see, one event at a time, the eight
scenarios.?

The first three scenarios concern confrontations with negative news about a
financial institution. There is general evidence that people incorporate or respond
to negative news (Malmendier and Nagel 2011, Malmendier, Tate and Yan 2011,
Olfson, Marcus and Druss 2008). In the context of banks, informed depositors
have been found to respond to regulatory actions and actions by depositors in
one’s social network (Iyer and Puri 2008, Iyer, Puri, and Ryan 2012). But, so far,
precise survey evidence on the role of adverse news is missing. We consider three
cases of negative news: a sudden fall of the bank’s share price, friends and family
giving the advice to withdraw funds, or media reports on others withdrawing
funds.

The next two scenarios deal with government intervention, and concern either

government support or the fact that the government nationalizes the bank. In

2In the 2010 survey, respondents were initially presented with more than eight scenarios. In
2012 we used the eight scenarios where differences of opinion are more likely to occur. Examples
of not-repeated scenarios are: ‘One of the bank’s executives faces prosecution’ and ‘The bank
receives a fine from the financial supervisor’. One consideration for limiting the number of

scenarios was the potential negative effect on survey response.



many countries, including the Netherlands, government interventions such as na-
tionalisations had been uncommon for some time. The fact that a bank could be
nationalized, or re-capitalized, may have been surprising to the general public.
For some, it may be re-assuring when the government steps in. For others, it may
be worrisome, and lead to questions concerning other financial institutions (Iyer,
Puri, and Ryan 2012).

The sixth scenario concerns transparency of product information. We include
a question which sketches a situation in which a bank has not been fully clear
on the information concerning some of its products. Financial institutions have
a responsibility to act in their clients’ best interests. For instance, banks should
inform their clients on the risk characteristics of the various financial products.
At the same time, consumers make the final decision. However, the literature on
financial literacy strongly suggests that fully understanding the products may be
difficult for parts of the general public (Lusardi and Mitchell 2008, 2011, Lusardi,
Mitchell and Curto 2010).

The final two scenarios are related to bank governance, a topic which is re-
ceiving increasing scholarly attention (Mehran, Morrison and Shapiro 2011, De
Haan and Vlahu 2013). We focus on two factors: executive compensation and
dominant leadership. In the public debate, executive compensation, in partic-
ular large bonuses, has been heavily discussed. Some academics are critical of
executive compensation practices (Bebchuk and Fried 2004, 2010; Bebchuk and

Spamann 2010). For others in this discussion, it is less clear that compensation



structures necessarily lead to excessive risk-taking (Fahlenbrach and Stulz 2011).

Dominant leadership can be conceived as detrimental, especially if there is
no effective opposition within a board of directors. CEO dominance may, for
instance, restrict the information flow in a company (Haleblian and Finkelstein
1993). However, CEO dominance can also open the possibility for big wins (Tang,
Crossan and Rowe 2011). Resoluteness can also be helpful for leaders in over-
coming a time-inconsistency problem when developing an organization’s mission

(Bolton, Brunnermeier and Veldkamp 2012).

3 Data and methods

The analysis mainly draws on two surveys among Dutch households. The first
survey was held in July 2010, the second in July 2012. We submitted question-
naires to the members of the CentERpanel, an internet-based survey among the
Dutch population. CentERdata, a research centre affiliated to the University of
Tilburg, maintains the infrastructure of the panel. The panel survey has been
operating since 1993 and comprises information on a representative sample of
around 2,500 households. The panel members who received our questionnaires
are aged 16 or older, and are either head of their household or the partner of
the head of the household. Teppa and Vis (2012) provide further background in-
formation on the CentERpanel. Previous papers using the CentERpanel include

Hurd, Van Rooij and Winter (2011) and Van Rooij, Lusardi and Alessie (2011).



Taking a first glance at the data, figure 1 shows the unweighted responses to
the survey questions on trust. The dark, thin bars show the responses for 2012,
while the thick, grey bars have information for 2010. The responses are measured
on a scale from 1 (highly unlikely to affect trust) to 7 (highly likely to affect trust).
The vertical axis show the percentage of replies per category. Large bonuses for
bank managers are often cited as a cause for concern (figure 1, third row, second
panel). In 2012, close to 30% of the respondents assign the maximum score of 7
to this scenario. The importance of various trust drivers varies over time. Un-
clear information is cited as worrisome in 2012 (second row, third panel), while
media reports on others withdrawing funds receive high scores in 2010 (first row,
second panel). In both years, dominant leadership and nationalizations are not
often cited as important reasons to lose trust. For instance, dominant leadership
receives the minimum score from a quarter of the respondents in 2012 (bottom

row, first panel).

(insert figure 1 about here)

To facilitate the interpretation, we demean the individual responses. By do-
ing so, it becomes clear whether a particular motivation is relatively important.

So, for each individual, we compute:

(1)

where ¢ indexes the individual respondents, j indexes the eight hypothetical



10

events, and Tij denotes the responses measured on a scale from 1 to 7. The
interpretation of Tij is as follows: a positive value means that a particular factor
is relatively important to individual 7, while a negative value indicates that the
trust factor is relatively unimportant.?

For the descriptive analysis, we use a weighted version of ’ff . Table 1 shows
estimated means and standard errors for a standard set of covariates. Column 1
summarizes the 2010 sample, while column 2 gives an overview of the 2012 sample.
The average age of the respondents is around 55 in both years. The majority of
respondents are male, with around 30% having obtained an undergraduate degree,
and around 15% having obtained a master degree. Most respondents are from
the low or medium income group, while around three-quarters of the respondents
are home-owners. In terms of professions, one tenth of the respondents works in
health care, seven percent works in the industrial sector, and around 2-3% work
in a financial institution. Due to unit and item non-response, our sample is not
fully representative of the Dutch population, as the share of well-educated, older
men are oversampled.* Therefore, we construct sampling weights on the basis
of age, education, and gender. Figure 2 shows the distribution of the sampling

weights for 2010 and 2012.°> For the evidence based on graphs, we construct the

3In using demeaned responses, we automatically rely on a complete cases analysis. The

results are similar, however, if we perform an available cases analysis.

4According to Statistics Netherlands, in the Dutch population over 16, the average age is
47, the percentage of males is around 49%, and the percentage of individuals with a bachelor

or master degree is around 28%.

SHere and in the further analysis, we exclude five observations for 2010, where the weights
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key variable as follows:

wT! =T % w; (2)

7

where Tij follows from equation 1, and w; denotes the individual specific sampling

weights from figure 2.

(insert figure 2 about here)

We collected the experiences with banks during the crisis in a third survey in
2010 (Van der Cruijsen et al. 2012, 2013a, 2013b). As described in the appendix,
we first asked the respondents to report whether they were customer of a bank
that went bankrupt (Q27). If so, we also asked the participants to indicate the
name of the bank. Next, we asked the participants whether they were customer
of a bank that survived with the help of government support (Q28).

Using the answers, we construct two binary dummy variables related to crisis
experiences. The first variable measures whether the participants report having
been customer of a bank that received a bailout in 2008; the second variable
measures whether participants report having been a client of a bank that went
bankrupt in 2008 (i.e. Landsbanki/Icesave), and/or in 2009 (i.e. DSB Bank).
Of the participants in the 2010 survey, 43.3% indicate that they were customer
of a bank which survived with government support, while 2.5% indicate they

were banking at Landsbanki/Icesave when it went bankrupt in 2008. A small

are larger than 15.
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percentage, 0.9% indicate they experienced both a bankruptcy and bailout in
2008. Finally, 7.3% of the respondents indicate they were a customer of DSB
Bank when it went bankrupt in 2009.

To analyze the relationship between trust and crisis experience, we run ran-
dom effects panel regressions for each of the eight trust factors. Here, we use

unweighted, demeaned survey responses. The regressions are specified as follows:
Ty = 1 + @B+ Dify + ai + e (3)

where 7 indexes the individuals in the surveys, ¢ indexes the years, and T} are
the demeaned answers to the j trust questions. The vector  has the two dummy
variables measuring crisis experiences, the full set of covariates summarized in
table 1, and also includes dummies for the province where the individual is liv-
ing. The constant term (y/) measures the average level of relevance assigned to
scenario j, in 2010, by a male, between 45 and 54 years old, from the medium
income group, who is not a home-owner, who lives in the province Zuid-Holland,
who works in the health care sector, and who has not experienced a bank nation-
alisation or bankruptcy of his bank during the financial crisis. The year dummy
D*'? picks up the average shift in replies per scenario j between 2010 and 2012.
Finally, o; and €; are mean-zero IID error terms. Standard errors are clustered

by households.
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4 When do people lose trust?

Which factors are relevant for losing trust in banks? Figures 3 and 4 present
evidence using the demeaned and weighted survey responses wTij from equation
2. The thick, grey bars are for the 2010 sample; the thin, dark bars summarize the
answers for the 2012 sample. The vertical axes show the percentage of respondents
in each category.® Each figure shows results for four of the hypothetical events.
In addition, Table 2 shows the means and standard errors for the trust factors
wT? in 2010 (column 1) and 2012 (column 2). Furthermore, column 3 shows the
results for unpaired two-sample t-tests comparing the means of these years.

In 2010, negative media reports present the greatest worry. Large bonuses
of bank managers as well as negative advice given by family and friends are
also cited as relatively important reasons for withdrawing funds. In 2012, large
bonuses of managers constitute the most important driver of trust, while a sharp
drop of the share price of the bank, media reports on others withdrawing funds,
and opaque information also represent important trust motivations. At the same
time, there is some variation in the relative importance of trust determinants over
time. The importance of negative media reports, advice of family and friends,
and dominant leadership has declined between 2010 and 2012. In contrast, the
relative importance of declining stock prices, opaque information, large bonuses,
and government support has increased.

In both years, government nationalization is the least important factor af-

6Some outliers are not plotted to improve legibility of the graphs.
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fecting trust. This is an intuitive finding, because there seems to be no need to
withdraw funds after a bank’s nationalization. This is also a desirable finding, as
one of the intentions of the nationalization is ending the withdrawal of funds and
thereby support financial stability. Although the mean score on the government
support question did not change significantly over time, its relative importance
as a trigger for loss of trust increased. While government support is also intended
to end the withdrawal of funds and support financial stability, a non-negligible

share of the public may still react by losing trust and withdrawing funds.

(insert figures 3 and 4 about here)

(insert table 2 about here)

5 Explaining cross-sectional variation in trust

Tables 3 and 4 report results for the panel regressions. While Table 3 reports
the outcomes of the regressions with the trust factors stock prices, media reports,
family and friends, and government support, Table 4 shows the outcomes of the
regressions with the trust factors nationalization, opaque information, dominant
leadership and large bonuses as dependent variables. We show only selected
7

coefficients and standard errors.

We find that differences in crisis experiences coincide with different views on

"Complete results are available upon request.
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government support, bonuses, and leadership. Respondents whose bank previ-
ously was bailed out by the government are less likely to be worried by government
support (table 3, column 4) as well as bank nationalizations (table 4, column 1).
However, the fact that the bank is being led by a dominant leader is a relatively
important factor for losing trust (table 4, column 3). People that experienced a
bankruptcy indicate that large bonuses would be an important reasons to distrust
the bank (table 4, column 4).

Turning to the covariates, we see that the young are relatively worried by
government support, in particular through nationalizations (table 4, column 1).
In contrast, the young are less concerned about executive compensation (table 4,
column 4). What is also interesting, is that older people find advice from friends
and family relatively unimportant (table 3, column 3), and to some extent also
media reports (table 3, column 2).

Dominant leadership is a relatively important reason why respondents with
low incomes lose trust in banks (table 4, column 3). A sharp stock price decline
is a relatively unimportant factor to high income respondents (table 3, column
1). Education is mainly important for views on government support and bonuses.
People with a bachelor degree find government support a relatively unimportant
trigger (table 3, column 4) and large bonuses relatively important (table 4, column
4).

Looking at occupation, the relevant differences in views occur for governance

issues. Those who work in public administration or the services sector are more
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worried by dominant leadership styles (table 4, column 3). Respondents with a
job in the financial sector are less inclined to worried about the effects of large

bonuses (table 4, column 4).

(insert tables 3 and 4 about here)

6 Conclusions

Trust in banks can be determined by many factors. Understanding, as far as
possible, why trust vanishes, and to what extent, may help in managing sudden
crises of trust. By analyzing the outcomes of a survey on trust drivers among the
Dutch public and by relating these outcomes to experiences with the financial
sector during the crisis, as well as a standard set of covariates, we improve the
understanding of trust factors.

Our main findings are as follows. The most robust reason why people would
lose trust in banks relates to large bonuses. To some extent, and depending
on the survey year, negative media reports, a drop in share prices, and opaque
product information are also important factors. Government intervention, in
particular through nationalizations, is not a major reason for losing trust. Having
experienced a bank bailout leads to less concern about government intervention,
while the experience of a bank failure results in greater concern regarding bonuses.

Despite its importance, we are, as far as we know, the first to analyze in
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detail why precisely the general public may lose trust in banks. It may be useful
to organize similar surveys in other countries to learn to what extent our results
can be generalized. In addition, it is important to repeat these surveys over time,
because there are indications from this paper that the relative importance of trust

drivers varies over time.
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Appendix A: Questions from the surveys

A.) We submitted the following questions on trust to the members of the Cent ERpanel

in 2010 and 2012.

Introduction:

This questionnaire is on trust in your bank(s).

Q1: How likely is it, that because of the following events, you will
withdraw the funds from your bank, as you no longer trust the bank
due to these events?

1= highly unlikely

4= neutral

7= highly likely

7= 1 do not know

a) The bank is led by a dominant person.

b) Managers of this bank are receiving large bonuses.

¢) The explanations related to financial products of this bank are lengthy and
difficult to read.

d) The share price of this bank drops sharply.

e) Family and friends are advising you to withdraw funds from this bank.

f) There are media reports that customers of this bank are withdrawing funds.
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g) The bank receives government support to stay financially healthy.

h) The government nationalizes the bank.

B.) We submitted the following questions on crisis experiences to the members

of the CentERpanel in 2010.

Q27: During the past 3 years did a bank at which you were customer

go bankrupt?

a) yes, DSB.
b) yes, Icesave.

c) yes, other .

d) no.

Q28: During the past 3 years did a bank at which you were customer

survive with the help of government support?

a) yes.
b) no.

¢) I don’t know.
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Figure 1: Losing trust in banks: which motives?
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Source: CentERpanel

Notes: The histograms summarize, for eight hypothetical events, the answers to the question

‘How likely is it, that the following events will lead you to withdraw funds from your bank, as

you no longer trust the bank?’. The thin dark bars summarize answers for the 2012 sample,

while the thick bars in grey report for the 2010 sample. The vertical axes show the percentage

of total respondents. The hypothetical events are described in detail in Appendiz A.
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Figure 2: Sampling weights for 2010 and 2012
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Notes: The histograms shows sampling weights for the 2010 and 2012 sample. We construct
weights by rebalancing for age, gender and education. Dark, thin bars denote the 2012 sample,

while grey, thick bars are for the 2010 sample.
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Figure 3: Losing trust in banks: which motives?
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Notes: The histograms summarize, for four hypothetical events, the answers to the question
‘How likely is it, that because of the following events, you will withdraw the funds from your
bank, as you no longer trust the bank due to these events?’. For each raw answer (as shown in
figure 1), we subtract the mean response for all eight questions per individual. Also, we apply
sampling weights computed using information on age, gender and education. The thin dark
bars summarize answers for the 2012 sample, while the thick bars in grey report for the 2010
sample. The vertical axes show the percentage of total respondents. The hypothetical events are

described in detail in Appendiz A. Some outliers not plotted to improve legibility.



29

Figure 4: Losing trust in banks: which motives?
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Notes: The histograms summarize, for four hypothetical events, the answers to the question
‘How likely is it, that because of the following events, you will withdraw the funds from your
bank, as you no longer trust the bank due to these events?’. For each raw answer (as shown in
figure 1), we subtract the mean response for all eight questions per individual. Also, we apply
sampling weights computed using information on age, gender and education. The thin dark
bars summarize answers for the 2012 sample, while the thick bars in grey report for the 2010
sample. The vertical axes show the percentage of total respondents. The hypothetical events are

described in detail in Appendiz A. Some outliers not plotted to improve legibility.
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Table 1: Summary statistics for covariates

1) )
2010 sample 2012 sample

Age 55.70 | (0.44) | 54.88 | (0.44)
Female 041 | (0.02) | 041 | (0.01)
Bachelor degree 0.30 (0.01) 0.28 (0.01)
Master degree 0.15 (0.01) 0.16 (0.01)
Low income group 0.37 (0.02) 0.41 (0.01)
Medium income group 0.47 (0.02) 0.41 (0.01)
High income group 0.16 (0.01) 0.18 (0.01)
Home owner 0.78 (0.01) 0.76 (0.01)
Degree of urbanisation 3.02 (0.04) 2.96 (0.04)
Single 025 | (0.01) | 025 | (0.01)
Work: agriculture 0.01 (0.00) 0.01 (0.00)
Work: construction 0.02 (0.00) 0.02 (0.00)
Work: cultural sector 0.02 (0.00) 0.02 (0.00)
Work: education 0.05 (0.01) 0.05 (0.01)
Work: financial institution 0.03 (0.01) 0.02 (0.00)
Work: health care 0.09 (0.01) 0.10 (0.01)
Work: hotel or restaurant 0.01 (0.00) 0.00 (0.00)
Work: industry 0.07 (0.01) 0.06 (0.01)
Work: non-profit 0.01 (0.00) 0.00 (0.00)
Work: public administration 0.06 (0.01) 0.06 (0.01)
Work: professional services 0.08 (0.01) 0.08 (0.01)
Work: trade 0.05 (0.01) 0.06 (0.01)
Work: transportation sector 0.02 (0.00) 0.03 (0.00)
Work: utilities 0.01 (0.00) 0.00 (0.00)
Retired 0.28 (0.01) 0.29 (0.01)
Domestic worker 0.09 (0.01) 0.08 (0.01)
Job seeker 0.02 (0.00) 0.03 (0.00)
Disabled 0.06 | (0.01) | 0.04 | (0.01)
No occupation: other 0.03 (0.01) 0.06 (0.01)
Observations 1000 1191

Notes: This table shows estimates for means and standard errors of the mean (in parentheses)
for the main covariates. Age is shown in levels, as is the degree of urbanisation. All other

means represent fractions of the total number of respondents.
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Table 2: Losing trust in banks: mean tests

1) 2) 3)
w (2010) p (2012) A (2012-2010)
Stock price -0.07 0.23** 0.30**
(0.04) (0.04) (0.05)
Media reports 0.68"* 0.21** -0.47**
(0.04) (0.05) (0.07)
Family and friends 0.09* -0.22** -0.31**
(0.04) (0.06) (0.07)
Government Support -0.21** -0.01 0.20**
(0.03) (0.04) (0.05)
Nationalisation -0.62** -0.67** -0.05
(0.04) (0.05) (0.07)
Unclear information -0.14** 0.21** 0.35**
(0.04) (0.05) (0.06)
Dominant leader -0.30** -0.46** -0.15*
(0.04) (0.05) (0.07)
Large bonus 0.58** 0.71* 0.14*
(0.04) (0.05) (0.07)
Observations 995 1191 2186

Notes: This table shows estimated means and standard errors (in parentheses) for the trust
factors wTij, as defined in equation 2. Observations were weighted on the basis of age, gender
and education. Column 1 has results for the 2010 sample, while column 2 has results for the
2012 sample. Column 3 shows results for unpaired two-sample t-tests comparing means for 2012

and 2010. * p < 0.05, ** p < 0.01
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Table 3: Losing trust in banks: panel regressions (1)

(1) (2) (3) (4)
Stock price Media reports Family and friends Government support
Bailout 0.03 0.13 0.06 -0.17**
(0.06) (0.08) (0.08) (0.06)
Bankruptcy 0.01 -0.20 -0.09 -0.00
(0.09) (0.13) (0.12) (0.10)
Age below 34 -0.07 -0.08 0.22 0.23*
(0.12) (0.16) (0.16) (0.10)
Age between 35 and 44 0.02 0.12 0.23* -0.05
(0.10) (0.12) (0.11) (0.09)
Age between 55 and 64 0.09 -0.16 -0.37** -0.02
(0.09) (0.11) (0.10) (0.08)
Age above 65 0.30* -0.36* -0.44** 0.03
(0.13) (0.15) (0.14) (0.13)
Bachelor degree 0.04 -0.04 0.04 -0.18*
(0.07) (0.09) (0.09) (0.07)
Low income group -0.03 -0.17 -0.02 -0.05
(0.08) (0.10) (0.09) (0.08)
High income group -0.19* 0.02 -0.05 -0.00
(0.08) (0.12) (0.11) (0.09)
Work: education -0.16 -0.14 0.21 0.13
(0.16) (0.20) (0.21) (0.17)
Work: financial institution -0.09 -0.04 0.10 0.39
(0.20) (0.28) (0.26) (0.20)
Work: industry -0.10 -0.25 0.06 0.10
(0.16) (0.18) (0.19) (0.15)
Work: public administration| -0.09 -0.19 -0.01 -0.06
(0.16) (0.19) (0.19) (0.15)
Work: professional services -0.18 -0.11 0.08 -0.07
(0.14) (0.18) (0.19) (0.14)
Observations 1709 1709 1709 1709
Number individuals 1217 1217 1217 1217
Number clusters 972 972 972 972
R-squared overall 0.05 0.09 0.09 0.06
Chi-squared 90.0 175.1 133.4 103.7
p-value 0.00 0.00 0.00 0.00

Parameter estimates and standard errors (in parentheses) for random effects panel regressions. The dependent
variables are demeaned trust variables as defined in equation 1. The reference category is the average answer,
given in 2010, by a male, between 45 and 5/ years old, from the medium income group, who is not a home-owner,
lives in the province Zuid-Holland, works in the health care sector, and has not experienced a nationalisation
or bankruptcy of his bank during the financial crisis. Only selected coefficients are shown. Standard errors
clustered by households. * p < 0.05, ** p < 0.01.
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Table 4: Losing trust in banks: panel regressions (2)

(1) (2) (3) (4)
Nationalisation Unclear information Dominant leader Large bonus
Bailout -0.26** 0.05 0.19* -0.04
(0.07) (0.07) (0.08) (0.07)
Bankruptcy -0.06 -0.01 0.01 0.32**
(0.12) (0.10) (0.12) (0.10)
Age below 34 0.33** -0.12 -0.07 -0.46**
(0.13) (0.13) (0.15) (0.13)
Age between 35 and 44 0.04 -0.15 0.01 -0.25*
(0.11) (0.11) (0.11) (0.11)
Age between 55 and 64 -0.07 0.20* 0.19 0.15
(0.10) (0.10) (0.10) (0.10)
Age above 65 0.01 0.13 0.16 0.19
(0.15) (0.14) (0.14) (0.15)
Bachelor degree -0.10 -0.02 0.02 0.23**
(0.08) (0.08) (0.09) (0.09)
Low income group -0.08 0.05 0.30** 0.02
(0.08) (0.08) (0.09) (0.08)
High income group -0.01 0.08 0.14 0.00
(0.10) (0.10) (0.11) (0.10)
Work: education 0.12 -0.27 0.21 -0.07
(0.19) (0.18) (0.20) (0.19)
Work: financial institution 0.42 -0.35 0.29 -0.71%*
(0.24) (0.21) (0.27) (0.22)
Work: industry 0.18 0.01 0.22 -0.22
(0.17) (0.17) (0.18) (0.19)
Work: public administration -0.00 -0.03 0.40* 0.03
(0.17) (0.17) (0.18) (0.17)
Work: professional services -0.15 -0.01 0.43* 0.05
(0.18) (0.18) (0.18) (0.17)
Observations 1709 1709 1709 1709
Number individuals 1217 1217 1217 1217
Number clusters 972 972 972 972
R-squared overall 0.07 0.07 0.05 0.06
Chi-squared 115.2 124.8 86.8 105.4
p-value 0.00 0.00 0.00 0.00

Parameter estimates and standard errors (in parentheses) for random effects panel regressions. The dependent
variables are demeaned trust variables as defined in equation 1. The reference category is the average answer,
given in 2010, by a male, between 45 and 5/ years old, from the medium income group, who is not a home-owner,
lives in the province Zuid-Holland, works in the health care sector, and has not experienced a nationalisation
or bankruptcy of his bank during the financial crisis. Only selected coefficients are shown. Standard errors
clustered by households. * p < 0.05, ** p < 0.01.
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