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I. Introduction 

Economic theory predicts that the moral hazard problem presented by fixed price 

deposit insurance encourages financial intermediaries to take excessive risks. This paper 

investigates two non-regulatory forces mitigating risk taking by S&Ls, franchise value and 

agency conflicts. 

Merton (1977) argues that the government deposit guarantee can be viewed as a put 

option for banks on the government. Marcus (1984), Keeley (1990), and Chan, Thakor, and 

Greenbaum (1992) refine this point by showing the marginal incentive to take risk increases as 

franchise values fall. Following the deregulation of the banking and thrift industries and the 

subsequent rise in bank and S&L failures, economists looked for empirical evidence of 

excessive risk taking and the moral hazard problem with mixed results. Following Merton's 

lead, Marcus and Shaked (1984), Ronn and Verma (1986), and Pennacchi (1987) estimate the 

option value of deposit insurance at banks. These authors do not find evidence of excessive 

risk taking at bank holding companies. They find that banks do not fully maximize the value 

of fixed price deposit insurance. They argue that the value of the put option is less than its 

price at many banks. 

In an alternative approach, Brewer (1995), and Brewer and Mondeschean (1994) use 

stock price data to look for evidence of excessive risk taking by S&Ls. Brewer examines how 

S&Ls' stock returns respond to changes in asset mix. With fixed price deposit insurance, 

increases in asset risk and financial leverage should lead to increases in the expected return on 

equity. In contrast to Marcus and Shaked and others, Brewer finds support for the mor_al 
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hazard hypothesis in S&Ls. Brewer and Mondeschean find further evidence of excessive risk 

taking by S&Ls. They find that as S&Ls increase their holdings of junk bonds, equity risk 

increases and the market value of poorly capitalized thrifts increases as well. 

Keeley (1990), Saidenberg (1995) and Demsetz, Saidenberg and Strahan (1996) present 

further support for the moral hazard hypothesis. This research examines the portfolio 

composition of banks and S&Ls, and finds that proxies for market power and information rents 

are negatively related to portfolio risk. Banks with higher charter value due to market power 

or information rents hold safer assets. 

Like Keeley and Demsetz, Saidenberg and Strahan, this research looks for evidence of 

the moral hazard problem by examining the relationship between franchise values and risk, but 

this research focuses on a sample of publicly traded S&Ls. This paper tests for excessive risk 

taking by examining the relationship between asset risk and franchise values, and between asset 

risk and ownership structure. Stock price data from publicly traded S&Ls measure portfolio 

risk and franchise values. The market-to-book asset ratio reflects the capitalized value of S&L 

charters, and the standard deviation of equity returns provides a measure of asset risk. 

Using these parameters, the empirical results provide support for the excessive risk

taking hypothesis in contrast to Marcus and Shaked, Ronn and Verma, and others. The 

standard deviation of equity returns is negatively related to S&L franchise values. S&Ls with 

larger franchise values hold safer portfolios, while S&Ls with lower franchise values hold 

riskier assets to maximize the option value of deposit insurance. 
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This paper also examines the role of owner-manager agency conflicts in S&Ls' 

portfolio decisions. Owner-manager agency conflicts become more severe as managers 

become more entrenched and insulated from stockholder discipline. Entrenched S&L 

managers may act in a risk-averse manner to protect private benefits. The relationship 

between risk and ownership structure depends on two factors working in opposite directions. 

Insiders, managers and directors, may act in a risk-averse manner to protect private benefits. 

As insider holdings rise, however, their interests become more aligned with those of outside 

shareholders. The first factor has a negative effect on risk while the second factor has a 

positive effect on risk. We find empirical support for models of managerial entrenchment in 

this sample of publicly traded thrifts. There is evidence of a nonlinear relationship between 

risk and insider control. The standard deviation of equity returns initially falls then rises as 

ownership is concentrated in the hands of officers and directors. 

The remainder of this paper is organized as follows, section 2 uses stock price data to 

construct measures of asset risk and franchise values. Section 3 examines the relationship 

between risk and franchise value, as measured by the market-to-book asset ratio, for a sample 

of publicly trade thrifts. Section 4 focuses on agency problems and examines the relationship 

between risk and ownership structure. Section 5 contains a summary and conclusions. 

II. Measuring Risk and Franchise Value 
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To test for excessive risk taking and the relationship between portfolio risk and S&L 

franchise values, we need to measure risk and franchise values. Stock price data from publicly 

traded thrifts can be used to construct measures of both portfolio risk and franchise value. 

Measuring Portfolio Risk 

Stock price data is used to construct a measure of S&L portfolio risk. Equation 1 

relates the risk of S&L equity returns, as measured by the standard deviation of daily equity 

returns, oE, to the risk of S&L assets, as measured by the standard deviation of asset returns, 

(1) 

where, oE is the standard deviation of equity returns; oA is the standard deviation of asset 

returns; and (2E/2A)(A/E) is the elasticity of the market value of equity with respect to the 

value of total assets. Equation 1 shows that the standard deviation of equity returns depends 

on the risk of a bank's underlying assets, the change in the market value of equity with respect 

to a change in total assets, and the asset-to-capital ratio. 0i; will be positively related to the 

risk of the underlying asset and negatively related to the capital ratio. 

Measuring Franchise Values 

Stock price data from publicly traded S&Ls is also used to construct a proxy for 

franchise value. Tobin's q will reflect the franchise values of S&Ls. Q is the market value of 

the bank's assets (the market value of equity plus debt) divided by the book value of tangible 
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assets (TAP capital plus debt). The capitalize!! value of the franchise will be reflected in the 

market value of assets but not in the book value. Q will also reflect the capitalized value of a 

firm-specific efficiency enhancing factor of production such as private information .. S&Ls with 

larger franchise values due to monopoly or information rents should have larger market-to

book asset ratios. 

CL, = (Market Value of Equity + Debt)/(TAP Capital + Debt) (2) 

Equation 2, the market-to-book asset ratio, estimates franchise values as a share of total 

assets. 

III. Franchise Value and Risk 

This section tests for excessive risk taking at S&Ls by examining the relationship 

between risk and franchise values, as measured by the market-to-book asset ratio. The 

presence of fixed-rate deposit insurance encourages excessive risk taking. The incentive to 

take risk should increase as franchise values decline. Previously, this approach has been 

applied to commercial banks. Keeley ( 1990) examines the relationship between market power 

and risk at large bank holding companies. He looks at the effects of market power, as 

measured by the market-to-book asset ratio, on two measures of bank default risk: capital-to

asset ratios (net worth) and the interest cost of large certificates of deposit. Using a sample of 

85 large bank holding companies covering 16 years, Keeley finds a significant negative 
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relationship between charter values and risk. This relationship can, in large part, be explained 

by changes in market power and bank risk over time. Deregulation eroded barriers to entry, 

eroding banks' market power. Bank capital ratios also steadily declined through the period. 

This section follows Keeley's methodology and uses stock price data from publicly 

traded S&Ls, instead of banks, to test the relationship between portfolio risk, as measured by 

the standard deviation of equity returns, and franchise values, as reflected in the market-to

book asset ratio. 

Data and Empirical Specification 

The data used in this paper are for 100 savings institution (S&L and savings bank) 

holding companies whose stock were traded on the New York Stock Exchange, American 

Stock Exchange, or Over the Counter and that filed Federal Home Loan Bank Board (FHLBB) 

Report of Condition data for each quarter over the January 1985-December 1989 sample 

period. For the few S&Ls resolved by thrift regulators before the end of the sample period, 

the data set includes the sample period for the quarters before resolution. Stock market data 

are from Interactive Data Services, Inc. For multiple S&L holding companies, the assets and 

liabilities of individual subsidiaries were summed in constructing the balance sheet variables 

used in the regression equations. 

Equity returns over a quarter are calculated by compounding daily common stock 

returns within a quarter. Estimates of the standard deviation of equity returns ( <Jis) were 

computed for each quarter of the sample period using data covering the three month period 

ending with the last month of the quarter. The market value of common stock is calculated by 
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multiplying the number of shares outstanding at the end of each quarter by the price of the 

S&L' s common stock at the end of the quarter. The market-to-book asset ratio is calculated 

from the market value of equity, and the book value of total liabilities and TAP capital. 

Table 1 contains descriptive summary statistics for savings institutions in the sample. 

The table includes estimates of the means and standard deviations of the standard deviation of 

equity returns, the market-to-book asset ratio, and the other independent variables. The 

sample period covers 20 quarters from 1985:1 to 1989:4. The appendix presents a complete 

list of firms in the sample. Although these stock charted institutions are not necessarily 

representative of all S&Ls, the firms in the sample hold more than 70% of the assets of all 

publicly traded S&Ls and more than one third of the assets of all thrifts as of 1988. 

Equation 3 is estimated for the pooled cross-section, time series sample of savings 

institutions from 1985:2 to 1989:4 to test the relationship between portfolio risk, as measured 

by the standard deviation of equity returns, and franchise value. The equation estimated can be 

represented as 

(3) 

where, risk;, is the standard deviation of equity returns for firm i in period t; q,_, is the market

to-book asset ratio for firm i in period t-1; X,;, is a vector of control variables for firm i in 

period t; <½ is the effect of franchise value on risk; o:1 is a vector of coefficients; and Eu, is a 

random error term. The vector of controls, Xu,, consists of controls for size, leverage and. 
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X n, also includes cross-sectional dummy variables and time dummy variables to control for 

possible correlation across institutions and across time. 

Empirical Results 

Results from estimating equation 3 using ordinary least squares with and without firm 

fixed effects are reported in table 2. The results show a significant negative relationship 

between the standard deviation of equity returns and the market-to-book asset ratio. The 

coefficient on Tobin's q is negative and significant at the 1 % level. These results are 

consistent with the moral hazard hypothesis and support the theory that S&Ls with larger 

franchise values hold safer assets in their portfolios. As predicted by equation 2, the estimated 

coefficient on the capital ratio is negative, showing the effect of financial leverage on the 

standard deviation of equity returns. Highly leveraged S&Ls, those with low capital ratios, 

exhibit greater equity return variance. 

One problem, however, with measuring franchise values this way is that the capitalized 

value of deposit insurance will also be reflected in the market-to-book assets. This may bias 

the coefficient on q upwards in these regressions of equity risk on franchise values. Despite 

this bias, however, this regression finds a significant negative relationship between risk and the 

market-to-book asset ratio. S&Ls with higher franchise values from monopoly or information • 

rents appear to hold safer assets in their portfolios. S&Ls with smaller franchise values appear 

to hold riskier assets maximizing the option value of deposit insurance. These findings 

strongly support the moral hazard hypothesis and are consistent with the Keeley's findings for 

bank holding companies. 
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The results also show a significant negative relationship between the standard deviation 

of equity returns and S&Ls' size. The coefficient on total assets is negative and significant. In 

a fixed effects model the variation in total assets is primarily from within firm variation in size. 

This variation represents growth within firms. The results suggest that asset growth is 

negatively correlated with equity risk. This empirical relationship between asset growth and 

risk is counter to the conventional wisdom that links high growth to riskier activities. This 

result is discussed further in section 4 in conjunction with the model without firm fixed effects. 

IV. Corporate Control 

The previous section tested for excessive risk taking by examining the relationship 

between franchise values and risk. In contrast, this section tests for excessive risk taking by 

addressing corporate control and by examining the relationship between risk and ownership 

structure. 

Profit maximization and the moral hazard hypothesis assume shareholders make lending 

decisions. However, S&L managers may have different objectives than outside shareholders. 

Managers' decisions may, in fact, conflict with decisions outsider shareholders would like 

them to make. For example, if managers have built up a stock of bank-specific human capitaJ,. 

they may act in a risk-averse rather than value-maximizing manner. These managers may 

choose safer assets to protect private benefits. If managers have a sufficient ownership stake in 

the firm, then their incentives will be aligned with outside shareholders. These agency 

9 



problems have been widely studied in non-financial firms. These studies find managers 

avoiding risk to protect private benefits.' 

Saunders, Strock, and Travlos (1990) extend this research to financial firms and 

examine the relationship between risk taking and ownership structure in banks. They argue 

that stockholder controlled banks will hold riskier portfolios than managerially controlled 

banks. Saunders, Strock, and Travlos use the proportion of stock held by bank managers 

(insiders) to measure stockholder control. As the proportion of insider holdings rise, 

managers' incentives become more aligned with those of outside shareholders. In testing a 

linear relationship between ownership structure and risk, Saunders, Strock, and Travlos find a 

significant positive relationship between insider holdings and bank risk. 

The Saunders, Strock, and Travlos approach assumes that the only effect of increasing 

insider holdings is to align insider and outsider incentives. It also assumes that the insiders' 

private benefits are predominantly in the form of bank-specific human capital. This approach, . 

therefore, ignores the possible effect of insider holdings on the cost of disciplining managers or 

on the entrenchment of managers and directors. 

Gorton and Rosen (1992) examine the relationship between risk and ownership 

structure in large bank holding companies. They develop a model of managerial entrenchment~ 

for financial intermediaries. They argue that in "unhealthy" industries, risk avoidance may not 

be sufficient to protect private benefits, and that "bad" managers take excessive risk to· 

1 See for example Shleifer and Vishny (1989) and Jensen and Meckling ·(1976). 
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convince shareholders they are "good." Gorton and Rosen predict a nonlinear relationship 

between insider holdings and risk. If insider holdings are sufficiently high then managers' 

incentives will be aligned with outsiders. They use insider holdings to measure entrenchment. 

Gorton and Rosen find a non-linear relationship between insider holdings and risk that, they 

argue, is consistent with their model of entrenchment but not with a model of moral hazard. 

They find that initially risk increases as insider holdings rise but eventually falls as insiders' 

incentives are more aligned with outsiders. In contrast to most models of banks with access to 

insured deposits, their model assumes that in an "unhealthy" industry stockholders prefer safe 

assets. 

Interpreting the evidence on the relationship between risk and ownership structure is 

difficult as Saunders, Strock, and Travlos use insider holdings to measure stockholder control, 

while Gorton and Rosen use insider holdings to measure entrenchment as well. Saunders, 

Strock, and Travlos assume the private benefits are primarily human capital while Gorton and 

Rosen focus on the cost of replacing mangers using insider holdings to measure entrenchment. 

In contrast to these studies that focus on banks, this section examines the relationship 

between risk and ownership structure in S&Ls. This relationship depends on two factors 

working in opposite directions. Insiders may act in a risk-averse manner to protect private 

benefits. As insider holdings rise, however, their interests become more aligned with outside 

shareholders. The first factor has a negative effect on risk while the second factor has a 

positive effect on risk. Morck, Shleifer, and Vishny (1988) argue that, a priori, predicting 

which factor will dominate at any level of insider holdings is not possible. We use the 
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holdings of insiders (officers and directors), and outsiders (non insiders with at least 5% of 

outstanding shares) to look for evidence of managerial entrenchment and also excessive risk 

taking. We also examine the relationship between risk and large block holdings (insiders and 

outsiders with more than 5 % ) , another measure of stockholder control. The moral hazard 

hypothesis predicts that shareholder controlled S&Ls will hold riskier assets than managerially 

controlled S&Ls. 

It should be noted, however, that Demsetz and Lehn (1985) offer an alternative 

interpretation of the relationship between risk and ownership structure. They suggest that 

ownership structure is endogenous -- that the degree of risk to which a firm is exposed is one 

factor that determines the ownership structure that it will have. They argue that firms operating 

in a high-risk environment may require a greater concentration of ownership since managerial 

behavior may be harder to monitor and control. We agree with the validity of this interpretation 

in comparing the ownership structure of firms in different industries. Within the thrift industry, 

however, we believe that variation in risk taking is properly viewed as endogenous, depending on 

S&Ls' choices of leverage and asset risk -- choices which are under management control. 

Data and Empirical Specification 

The data on the ownership structure of savings institutions are constructed from 1 OK 

SEC fillings and from proxy statements. Some data were obtained from Kaplan & Smith's 

Thrift Securities Handbook (1988). Usable data were found for 88 of the 100 savings 

institutions in the sample. These reports list all shareholders with at least 5 % of the 

outstanding stock and the holdings of officers and directors. To calculate the holdings of 
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outside shareholders (with at least 5 % ) the holdings of insiders were subtracted. Insider 

holdings are the shares held by officers and directors of the savings institutions. Included in 

the holdings of insiders are all family shares beneficially owned by insiders and also all 

outstanding options to purchase shares. For shares held by families of insiders that are 

counted as insider holdings, the last name was used to identify families. Excluded from the 

holdings of both insiders and outsiders is the stock of a holding company held by subsidiaries 

or stock of the S&L that it holds itself. Ownership data are a cross-section from the fourth 

quarter of 1988. In some cases the dates of the proxy fillings differ from the lOK filling. In 

cases where data are unavailable for 1988:4, the nearest filling was used. A check of earlier 

periods shows relatively little change in ownership structure over time. Outsider and insider 

holdings are reported as shares of outstanding common stock. 

The means and standard deviations of insider and outsider holdings are reported in table 

3. The means and standard deviation of large block holdings, the sum of all shareholders, 

insiders and outsiders, with at least 5 % , are also included. 

Equation 4 is estimated for the pooled cross-section, time series sample of savings 

institutions from 1985:2 to 1989:4 to test the relationship between portfolio risk, as measured 

by the standard deviation of equity returns, ownership structure, and franchise value. The 

equation estimated can be represented as 

(4) 
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where, risk;i is the standard deviation of equity returns for firm i in period t; q,_
1 

is the market

to-book asset ratio for firm i in period t-1; x; is a vector of corporate controls for firm i; X
2
;, is 

a vector of control variables for firm i in period t; l3z is the effect of franchise value on risk; 13:i 

is the effect of ownership structure on risk; p1 is a vector of coefficients; and Ew is a random 

error terms. The vector of controls, Xi;,, consists of controls for size, and leverage. X
2
;, also 

includes time dummy variables to control for correlation across time. 

Empirical Results 

Results from estimating equation 4 are reported in table 4. Controlling for ownership 

structure, the results show a significant negative relationship between the standard deviation of 

equity returns and the lagged market-to-book asset ratio. In each model specification the 

coefficient on Tobin's q is negative and significant at the 1 % level. The panel data capture 

variation in q over time and cross-sectional differences in franchise values. These findings are, 

again, consistent with the moral hazard hypothesis and support the theory that S&Ls with ,. 

larger franchise values hold safer assets in their portfolios. The estimated coefficient on the 

capital ratio is, again, negative. 

Consistent with the results from section 3, these results also show a significant negative 

relationship between asset size and the standard deviation of equity returns. The coefficient on, 

the log of total assets is negative and significant at the 1 % level. In these models without firm. 

fixed effects the variation in total assets is primarily from cross-sectional differences in firm 

size. As predicted by portfolio theory, large S&Ls enjoy the benefits of diversification and 

exhibit less variation in equity returns. 
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These regressions also provide interesting empirical evidence on the relationship 

between ownership structure and risk. The first column of table 4 reports the results from 

testing a nonlinear relationship between insider ownership and risk similar to Gorton and 

Rosen. In contrast to Gorton and Rosen's findings, there is strong evidence of a U-shaped 

relationship between insider ownership and the standard deviation of equity returns with risk 

initially decreasing and then increasing as insider holdings rise. The coefficient on insider 

ownership is negative and significant at the 10% level and the coefficient on the quadratic term 

is positive and significant at.the 5 % level. The inflection point comes at approximately 30 % 

insider holdings. This result is consistent with Morck et al (1988) who find a turning point 

around 25 % . At low levels of insider holdings the negative effect of entrenchment on risk 

appears to dominate. At higher levels of insider ownership the positive effect of the alignment 

of managers and equity holders incentives dominates.2 

The second and third columns report the results from testing the relationship between 

risk and ownership structure when measures of outsider stockholder control are introduced. In 

the second column outsider control is measured as the sum of all shareholders with at least 5 % 

of outstanding shares who are not insiders. The estimated coefficient on large outsider 

holdings is positive but not statistically significant. In the third column a dummy variable for •. 

the presence of at least one large outside stock holder is included. The estimated coefficient on 

2 These specifications are estimated without firm fixed effects because we use a cross
section of ownership structure data. We try to control for possible cross-section time-series 
effects by also estimating a random effects model. The results reported in Table 4 are 
qualitatively similar with this alternative specification. 
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the dummy variable is, surprisingly, negative and statistically significant. In this sample there 

is inconclusive evidence that outsiders are able exert control over managers. 

The third column reports the results from testing a linear relationship between risk and 

large block holdings. Large block holdings are the total holdings of all shareholders, insiders 

and outsiders, with at least 5% of outstanding shares. Block holdings can be thought of as a 

measure of concentrated stockholder control. The results show a positive but not statistically 

significant relationship between the standard deviation of equity returns and large block 

holdings. 

We find empirical support for both models of managerial entrenchment and moral 

hazard in this sample of publicly traded thrifts. As insider holdings increase, risk decreases as 

managers become entrenched. Shareholders do not seem able to discipline managers 

effectively. Eventually insider holdings are sufficiently high that managers become owners 

and the incentives of managers and shareholders become more aligned. 

V. Conclusion 

This paper examines the relationship between asset risk and franchise values and 

between asset risk and ownership structure. Stock price data from publicly traded S&Ls is 

used to measure portfolio risk and franchise or charter values. The empirical results provide 

support for the moral hazard hypothesis. The standard deviation of equity returns appears to 

be negatively related to S&L franchise values, as measured by the market-to-book asset ratio. 

S&Ls with larger franchise values hold safer portfolios. S&Ls with lower franchise values 

16 



hold riskier assets to maximize the option value of deposit insurance. This research also finds 

empirical support for models of managerial entrenchment in the thrift industry. We find 

evidence of a nonlinear relationship between risk and insider control. The standard deviation 

of equity returns initially falls then rises as ownership is concentrated in the hands of officers 

and directors. 
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Total Assets (in millions) 

TAP Capital Ratio ( % ) 

Market-to-Book Asset Ratio 

Return on Equity ( % ) 

Standard Deviation of Equity 
Returns(%) 

Table 1 
Summary Statistics' 

Mean 

4273.40 

3.155 

1.013 

-0.110 

3.403 

Standard Deviation 

6193.51 

4.375 

0.084 

1.486 

2.940 

'Based on pooled 1985-89 data. Sample size varies over time. There is a total of 1746 
observations. 

20 



Table 2 
Regressions of The Standard Deviation of Equity Returns on The Lagged Market-to-Book 
Asset Ratio, and Controls. Pooled Quarterly Data From 1985:2 to 1989:4. Standard Errors in 
Parentheses. •••, ••, • indicate statistical significance lit the 1, 5, and 10 percent level 
respectively. 

OLS with Firm and OLS with Time Fixed Effectsb 
Time Fixed Effects' 

Market-to-Book Asset -9,707••· -2.409••· 
Ratio (q) (1.929) (0.795) 

TAP Capital Ratio -0.217 -0.229••· 
(0.024) (0.015) 

Log of Total Assets -3.552••· -0.658••· 
(0.500) (0.055) 

R2 0.445 0.222 

N 1746 1746 

• The coefficients on the cross-sectional and time dummy variables are omitted. 
b The coefficients on the time dummy variables are omitted. 
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Insider Holdings 

Large Outsider Holdings 

Large Block Holdings 

Table 3 
Ownership Structure Summary Statistics. 

Standard 
Mean Deviation Minimum 

17.83 19.03 0.00 

16.69 18.37 0.00 

26.69 23.89 0.00 
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Maximum 

90.1 

100.00 

100.00 



Table 4 
Regressions of The Standard Deviation of Equity Returns on The Lagged Market-to-Book 
Asset Ratio, Ownership Shares, and Controls. Pooled Quarterly Data From 1985:2 to 1989:4. 
Standard Errors in Parentheses. •••, ••, • indicate statistical significance at the 1, 5, and 10 
percent level respectively. 

(1) (2) (3) (4) 

OLS with Time OLS with Time OLS with Time OLS with Time 
Fixed Effects' Fixed Effects' Fixed Effects' Fixed Effects' 

Market-to-Book -8.279••· -8.271 ••· -8.926••· -8.342••· 
Asset Ratio (q) (1.807) (1.821) (1.819) (1.816) 

TAP Capital Ratio -0.236••· -0.236••· -0.244••· -0.233••· 
(0.016) (0.016) (0.016) (0.016) 

Log of Total -0.641 ••· -0.640••· -0.664••· -0.601 ••· 
Assets (0.053) (0.053) (0.053) (0.048) 

Insider Holdings -0.0177• -0.0177• -0.0197• 
(0.0101) (0.0105) (0.0101) 

(Insider Holdings )2 0.00029•• 0.00029•• 0.00030•• 
(0.00014) (0.00014) (0.00014) 

Large Outsider 0.00011 
Holdings (0.0031) 

Outsider Dummy -0.318••· 
Variable (0.117) 

Large Block 0.0026 
Holdings (0.0023) 

R2 0.282 0.282 0.285 0.281 

N 1583 1583 1583 1583 

• The coefficients on the time dummy variables are omitted. 
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Appendix 

Total Assets TAP Capital 
Name: (1988:1) (millions) Ratio(%) 

Ahmanson & Co. (H. F.) 31,707.68 3.63 

Altus Bank FSB 2,669.92 0.07 

American Century Corporation 872.99 -1.99 

American Continental Corporation 4,567.23 3.41 

American Savings and Loan Association of Florida 3,071.35 4.76 

Ameriwest Financial Corporation 2,121.38 1.89 

Amfed Financial Corporation 833.00 3.27 

Atlantic Financial Federal 7,319.15 -1.51 

Nafco Financial Goup Inc.' 1,574.65 3.19 

Bankatlantic a Federal Savings Bank 1,,967.45 3.24 

Bankers First Corporation 1256.25 3.52 

Boston Five Bancorp 2,294.02 5.74 

Broadview Savings Bank 1,886.52 -0.81 

Buckeye Financial Corporation 1,173.45 0.52 

CFS Financial Corporation 1,066.19 5.57 

Calfed Inc. 22,890.14 2.05 

Caneret Bancorp Delaware 5,964.21 -0.38 

Centrust Savings Bank 8,589.03 -0.17 

Chaner Federal Savings Bank, Virginia 923.03 -0.38 

Citadel Holding Corporation 3,927.09 3.98 

Citizens Savings Financial Corporation 3,123.17 4.04 

Cityfed Financial Corporation 10,706.69 0.27 

Coast Federal Savings and Loan Association 1,182.70 2.45 

Coast Savings and Loan Association 11,694.35 1.50 

Collective Federal Savings Bank 2,030.61 5.15 

Columbia First Federal Savings Bank 981. 70 2.07 

Columbia Savings and Loan Association 10,497.18 5.99 
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Name Total Assets Caeital Ratio 

Comfed Bancorp Inc. 1,575.99 2.01 

Commonwealth Savings and Loan Association' 1,609.34 1.68 

Continental Federal Savings and Loan 695.33 1.01 

Crossland Savings, FSB 14,600.98 4.06 

Cypress Savings Association' 210.47 -0.41 

D & N Financial Corporation 2,093.30 2.85 

Dime Savings Bank of New York, FSB 11,0ll.55 6.02 

Downey Savings and Loan Association 3,137.71 5.73 

Far West Financial Corporation 3,902.02 2.43 

Financial Corporation America' 30,592.93 -3.89 

Financial Corporation of Santa Barbara 4,889.31 0.66 

Financial Security Savings and Loan Association'·' 223.45 -0. ll 

First Columbia Financial Corporation' 3,129.55 -2.22 

First Federal Savings and Loan Association Austin' 992.03 -3.11 

First Federal Michigan Detroit 11,585.06 3.32 

First Federal Savings and Loan Association of Fort Meyers 852.85 7.77 

First Indiana Corporation 1,069.52 4.51 

First Western Financial Corporation 1,305.92 1.65 

Firstcorp Inc. 763.50 5.74 

Florida Federal Savings and Loan Association 5,292.65 1.83 

Fortune Financial Group Inc. 3,021.41 3.07 

Frontier Savings Asssociation 355.21 2.38 

Germania Bank, A Federal Savings Bank 784.23 1.71 

Gibraltar Financial Corporation 14,679.26 0.46 

Glenfed Inc. 22,403.69 1.81 

Golden West Financial 13,750.96 3.11 

Great American First Savings Bank 15,889.95 3.29 

Great Lakes Bancorp, FSB 3,136.18 I.QI 

Great Southern Federal Savings Bank 1,001.24 -1.58 
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Name Total Assets Caeital Ratio 

Great Western Financial Corporation 27,857.86 4.33 

Great Western Savings Bank'·b 748.99 6.91 

Hawthorne Financial Corporation 910.68 6.25 

Heart Federal Savings and Loan Association 733.20 7.16 

Home Federal Savings Bank of Georgia 310.50 6.30 

Home Federal Corporation 197.75 8.08 

Home Federal Savings and Loan Association of Meridianb 82.74 8.38 

Home Owners Federal Savings and Loan Association 3,487.72 2.15 

Home Federal Savings and Loan 14,873.96 5.17 

Homestead Financial Corporation 5,618.26 0.33 

Imperial Corporation America 10,948.84 1.51 

Investors Savings Richmond, Virginia 2,015.45 2.68 

Landmark Savings Association 1,712.86 0,06 

Landmark LD Inc. 1,410.30 54.89 

Local Federal Savings and Loan Association 819.00 6.29 

Mercury Savings and Loan Association 2,389.30 0.87 

Metropolitan Financial Corporation 2,321.80 2.98 

Metropolitan Federal Savings and Loan Association 1,195.94 6.77 

Mid-State Federal Savings and Loan Association 1,049.33 4.01 

North Carolin Federal Savings and Loan Association 668.13 0.98 

Northeast Savings, FA 7,569.27 1.00 

Numerica Financial Corporation 1,097.12 6.23 

Old Stone Corporation 4,288.47 4.18 

Pacific First Financial Corporation 4,678.03 4.03 

Pioneer Savings Bank 2,112.51 -1.96 

Pioneer Federal Savings and Loan Asociation 545.70 7.66 

Ponce Federal Bank, FSB 1,134.13 6.73 

Poughkeepsie Savings Bank, FSB 1,517.26 6.02 

Progressive Savings and Loan Association•·h 485.39 -0.37 
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Name Total Assets Caeital Ratio 

Prudential Financial Services 826.04 6.21 

Savers Inc. a 951.85 -13.71 

Security Capital Corporation 2,515.40 -2.38 

Sooner Federal Savings and Loan Association 1,908.41 I. 71 

Southeastern Savings Bank 490.48 4.84 

Southmark Corporation 3,061.47 4.36 

Transcapital Financial Corporation 6,185.47 2.04 

Valley Federal Savings and Loan Association 3,275.80 3.13 

Virginia First Savings Bank, FSB 470.92 4.76 

Washington Federal Savings and"Loan Association 1,901.60 10.43 

Wesco Financial Corporation' 360.91 16.00 

Western Capital Investnent Corporation 3,599.16 7.55 

Western Federal Savings Bank of Puerto Rico 559.45 6.83 

Western Savings and Loan Association 6,424.61 0.77 

York Financial Co~ration 710.76 4.81 

'1987:1 
' Ownership structure data unavailable. 
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