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Figure 2: Decomposition of the change in trust during the crisis periods. The “explained
effect” measures the effect of changes in the group size for fixed coefficients. The “unex-
plained effect” measures the effect of changes in the coefficients (including changes in the
constant) for fixed group sizes.

the one of the crisis quarters (E(Ti), where i ∈ {2007Q3, . . . , 2009Q2}) can be written as

(see Jann 2008):

E(Tn)− E(Ti) = [E(Xn)− E(Xi)]
0βn + E(Xi)

0(βn − βi) + [E(Xn)− E(Xi)]
0(βn − βi),

where [E(Xn)− E(Xi)]
0βn is the part that is explained by changes in the “endowments”

(i.e. in the sociodemographic characteristics and in the perceptions of the current and the

future situation) while the second two terms represent the unexplained part (the effect of

changes in the coefficients and an interaction effect).17

Insert Figure 2 about here

In Figure 2 we show the results of the Blinder-Oaxaca decomposition for the 8 crisis

quarters. As is apparent from the figure, changes in the “endowments” can only explain

a smaller part of the changes in the level of trust. It is interesting, however, to note

that the explained share rises over time. While it is only 20% in 2008Q1, it increases

17The coefficient effect includes also the change in the constant which represents the level of trust of
the “base category” individual. The exact decomposition of the unexplained effect into a change in the
constant and a change in the other coefficients depends on the definition of the base category (see Jann
(2008, p. 9) and the references therein). Our basic individual again represents the average person.
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to values between 30% and 40% in the last quarters of the sample. A closer look at the

results reveal that the explained effect is almost exclusively driven by changes (i.e. mostly

deteriorations) in the subjective perceptions of the present and/or future situation. This

finding is of course not surprising since the surveys are representative and thus the main

sociodemographic characteristics are basically identically in all quarters. The results of

the decomposition thus suggest that about one third of the average drop in trust might

recover as soon as people start to perceive their economic environment in a brighter light.

On the other hand, the two-thirds that are unexplained and that are related to a change in

the coefficients and to a change in the constant (the trust level of the average individual)

might indicate a permanent shift in the level of trust towards the banking system.

6.1 Additional variables

One reason why our model can only explain a relatively small part of the observed changes

in the level of trust might have to do with the fact that we have only a limited number

of independent variables, in particular in as far as people’s perception of the prospects of

financial institutions is concerned. Furthermore, the subjective variables used so far are

rather coarse measures of the heterogeneity of individual perceptions.

For the two survey waves 2008Q4 and 2009Q1 we have information on a much broader

set of variables which are more directly related to the perception of the financial crisis and

its consequences and which should provide a finer assessment of how the crisis is related to

banking trust.18 The additional variables refer to whether the global financial crisis poses

a threat to Austria or whether it poses a personal threat. As to the personal situation, we

can detail this further because we have information on how likely a respondent considers

a job loss. Furthermore, trust in banks is likely to depend on the past and expected

development of the value of savings. We measure the past situation by asking whether

returns on financial assets have been lower or higher than expected. Concerning the

expected situation, we have information on whether the global financial crisis poses a

threat to the value of various financial assets. Furthermore, we have information on

respondents’ assessment of the stability of the banking system, a factor which can be

considered to be of great importance for the level of trust in banks.

In order to find out whether these crisis related variables affect people’s trust in banks

we have estimated the benchmark model (containing the same variables as before) for the

last two survey waves and included these additional variables (Table 6).19 The findings

18Descriptive statistics are summarized in Table A.2.
19The table shows only the results of the additional variables and not of the variables which have been

employed in previous estimations. Alternatively, we have also controlled for how well informed about the
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suggest a significant and sizable role of the crisis related variables.20 Trust in banks is

lower by 10pp (column 1) for persons who consider the crisis to be a threat for Austria.

If in addition, a personal threat is feared then this effect accumulates to 16pp. The sep-

aration of likely personal threats in column 2 into labor market and wealth consequences

shows that the two dimensions of fear are almost equally important (-0.074 and -0.088,

respectively). Interestingly, however, the negative effect of the job-related threat is con-

fined to those individuals who are uncertain about their employment situation whereas

no effect is found for those who are rather or very certain that they will loose their job.

As far as the threat to wealth is concerned, it is only the threat to savings that lowers

trust in the banking system which is the expected result. In column 3 we see that also

the experience of lower than expected returns in the past affects people’s trust in banks

while a higher than expected return has no impact. Finally, the largest effect is found for

those respondents who consider the entire financial system unstable (column 4) — their

level of trust is lower by 19pp in comparison to those who perceive the financial system

stable.21

Summing up, one could say that these results further underpin the view that uncer-

tainty plays an essential role in this context. This can be concluded (i) from the finding

that a threat to Austria affects trust in banks even if no personal consequences are ex-

pected by respondents, (ii) from the finding that the uncertainty of a job loss is important

whereas no effect is found for a likely job loss and (iii) from the finding that a threat to

savings accounts strongly affects trust in a negative way. Moreover, the importance of the

subjective factors is worrisome since by their very nature they can change rapidly from

one period to the next. This also highlights the significance of policy measures which

reduce uncertainty and increase predictability.

This brings us to a last important issue on which we can provide some evidence.

During the turmoil of September and October 2008 many countries have extended the

coverage of their deposit insurance. In Austria, the government announced unlimited de-

posit insurance in early October, following other countries, notably Germany.22 However,

financial crisis respondents consider themselves and for the individual level of risk aversion. Inclusion of
these variables does not affect the results qualitatively.

20Compared to an estimation of the benchmark model for the same time period the Pseudo-R2 increases
from about 0.07 to 0.09 (or 0.11 if also FINANCIAL SYSTEM UNSTABLE is included).

21In general, the estimates are very stable both with respect to the significance and to the size of
estimated parameters irrespective of whether all or only a subset of variables are included in the respective
models. The only effect which vanishes if all variables are jointly included is that of lower than expected
return on financial assets (columns 5 and 6). However, this is no surprise as this variables is highly
correlated with the view that the entire financial system is unstable.

22In the first place, the new deposit insurance coverage was only announced. Later in November, the
law passed parliament.
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unlimited coverage was guaranteed only until the end of 2010. By then, the Austrian

government announced a switch to the planned European Union-wide limit of 100,000

euro. Obviously these measures were taken in reaction to (fears of) deposit outflows.

With the benefit of hindsight we now know that no serious bank runs occurred. Given

the available data, it is, however, hard to tell whether and to what extent the increase in

deposit insurance contributed to a stabilization of the situation,

Our survey data allow us to shed some light on this issue. In particular, we have asked

respondents in a closed question whether they know the limit of the Austrian deposit

insurance system. The results show that 44% answer that they do not know, 17% said

that deposit insurance is at its old limit (20,000 euro), 15% said that it is 100,000 euro and

24% gave the correct answer (unlimited coverage). This information is amended to our

previous empirical model, including the crisis relevant variables (Table 7). In particular,

we test whether those who answer that the new limit is 100,000 or that it is unlimited

(DEPOSIT INSURANCE INCREASED) have more trust in banks than those who either do not

know the limit or answer that the limit is still 20,000 euro. The estimates in column

1 suggest a positive correlation between knowledge of the new limit and trust in banks.

However, this positive effect might be due to reverse causality or to omitted variables. One

example would be that people who are concerned about their savings have an incentive to

get informed. This would imply that a lower level of trust leads to higher knowledge. In

column 2 we therefore attempt to instrument DEPOSIT INSURANCE INCREASED in order

to get a causal interpretation. The size of the coefficient in this regression is almost the

same as before although it is no longer statistically significant. The results are thus not

conclusive although we regard the evidence at least as suggestive.23

Insert Tables 6 and 7 about here

7 Conclusions

Domestic banks enjoy high trust in the institutional landscape of Austria. Although this

trust has been eroded in the course of the financial crisis it is still quite solid. Even at its

lowest point in the first quarter of 2009, 65% of all respondents reported to have high or

23Several remarks are necessary at this point: First, we only have information on respondents’ knowl-
edge about deposit insurance coverage and not about whether respondents believe that the deposit in-
surance system can fulfill their promises. Second, we do not have information about respondents stock of
financial assets, which would be important to judge by how much a respondent is covered by the deposit
insurance limit. And third, it is rather difficult to find good instruments. We have chosen three sets
of instruments: information about how intensively respondents followed media reports about the crisis,
information about types of newspapers respondents read and variables related to financial literacy.
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very high trust in banks. The trust loss of the average individual during the crisis period

is about 7pp. This value is similar to the drop in trust that could be observed during the

small banking crisis in spring 2006 where only one bank got into trouble. These results lead

us to the conclusion that the current situation is not as severe as to be called a genuine

“trust crisis”. This finding runs counter to recurrent claims in newspaper articles and

various public statements. It is particularly surprising, given the great nervosity about

financial markets and about banks that prevailed at the end of 2008 and the beginning

of 2009. Also, Austrian banks have been mentioned rather critically by commentators in

the media because of their exposure in Central, Eastern and Southeastern Europe.

The restrained decline in trust might be explained by the fact that policy measures,

like the extension of deposit insurance coverage, were successful in maintaining trust.

Furthermore, financial trust is likely to be influenced by the perceived and expected

performance of banks and for a typical Austrian bank customer their performance through

the crisis periods was satisfactory — no relevant bank collapsed and customers experienced

no losses. This is also reflected in the fact that important sociodemographic characteristics

like education do not matter and that interpersonal differences in the level of trust can

be described mainly by subjective variables related to the economic sentiment and to

uncertainties in relation to the financial crisis. This result, however, contains also a risky

implication that points to the potential fragility of the situation. Trust, being itself an

attitude, is not an easily tangible phenomenon. The fact that it is mainly related to other

attitudes and subjective variables means that it can change quickly and in an unexpected

and unprecedented manner from one period to the next.

As far as policy implications are concerned, our findings suggest that measures to

stabilize the macroeconomic environment do not only have the usual direct impact on the

economy but also an indirect impact on trust in banks via economic sentiment variables.

The impact of uncertainty strongly highlights the important role of restoring and main-

taining confidence, e.g. via communication policy. In this respect, the fact that we find

a strong impact of pessimistic views but no corresponding positive impact of optimistic

views implies a rather inconvenient message for policymakers: there might be little to

gain from successful policy measures and communication strategies, but much too loose

from wrong moves or outright mistakes.

Our paper has extended the literature by focusing on a temporal dimension of the

trust question. In our view, a promising avenue for further research would be to extend

the analysis also in the cross-sectional dimension. In particular, a panel of cross-country

observations would provide important insights into (i) cross-country differences in the

extent of how trust reacts to shocks and (ii) cross-country differences in how individuals
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react to a loss in trust. We presume that a history of banking crises strongly affects both

aspects. In Austria or in the Netherlands, no such crisis occurred in the post-World War

II era such that the decline in trust is only rather small. Also, no deposit withdrawals

were observed. In countries that had banking crisis, i.e. transition countries, it can be

expected that households reacted more nervously in the time of the crisis.
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Appendix A Data description

The data are derived from a series of surveys commissioned by the Oesterreichische Nation-

albank and conducted by IFES, a market research institute. The surveys were conducted

on a quarterly basis in January/February (Q1), April/May (Q2), August/September (Q3)

and November/December (Q4). In each quarter about 2000 people in Austria were in-

terviewed face-to-face. The surveys are representative for the Austrian population aged

15 and over. For our estimations we restrict the sample to persons aged 18 or older. A

definition of variables is available in Table A.3.

Below we show the summary statistics of our dataset.

Insert Tables A.1, A.2 and A.3 about here

Appendix B Supplementary Tables

Insert Table B.1 about here
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Table 1: Attractiveness of Financial Assets and Trust in Banks

Part A: Descriptive evidence

“Has the financial crisis affected your assessment of savings
deposits/stocks/cash as savings?” - sample frequencies (in %)

stocks savings deposits cash

(1) (2) (3)
less attractive 81.1 7.6 12.4
same 12.0 25.8 28.7
more attractive 6.9 66.6 58.9

Part B: Probit estimation results

Effect of trust in banks on attractiveness of financial assets

(1) (2) (3)

LESS THAN VERY HIGH TRUST 0.246*** -0.103*** -0.109
(0.071) (0.036) (0.070)

STOCKS LESS ATTRACTIVE 0.492*** 0.259***
(0.044) (0.065)

SAVINGS. DEP. LESS ATTRACTIVE 0.455***
(0.067)

R2 0.389 0.192 0.465
P-obs. 0.374 0.721 0.433
P-pred. 0.305 0.755 0.358
LL -98.21 -569.31 -300.06
N 243 1190 820

Note: In part A, the table shows descriptive evidence on the attractiveness of savings de-
posits, of stocks and of cash as savings. In part B, marginal effects and standard errors of
probit models are summarized. The respective dependent variable is coded as 0 (the same)
and 1 (more attractive). A positive marginal effect implies that the respective asset has be-
come more attractive. The models include control variables which are not shown: sex, age,
employment status, city size, house ownership, subjective assessment of the own financial sit-
uation, the economic situation, the inflation, the stability of the euro and province dummies.
Furthermore, the model includes a variable controlling for risk preferences and two dummy
variables measuring whether returns have been lower or higher than expected in the past.
The sample has been restricted to individuals who have at least two different financial assets
in their portfolio. Columns 1 and 2 refer to the sample from 2008Q4 and 2009Q1, column 3
to those from 2009Q2. * p<0.10, ** p<0.05, *** p<0.01
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Table 2: Summary Statistics for Trust in Eleven In-
stitutions

Mean SD � Corr.
Institution (1) (2) (3)

Police 0.80 0.031 0.191
Austrian National Bank 0.79 0.045 0.253
Domestic Banks 0.76 0.052 0.247
Chamber of Labor 0.70 0.030 0.226
Chamber of Commerce 0.60 0.036 0.288
European Central Bank 0.55 0.060 0.293
Trade Unions 0.42 0.083 0.230
Foreign Banks 0.34 0.041 0.252
Parliament 0.32 0.038 0.301
Government 0.27 0.053 0.283
Political Parties 0.18 0.040 0.272
Average 0.52 0.046 0.258

Note: The table reports summary statistics for the level
of trust in 11 different institutions based on data from
2004Q3 to 2009Q2. The numbers in column 3 report the
average correlation with the respective 10 other institu-
tions.
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Table 3: Trust in Banks in Normal Times (2004Q3 - 2007Q2)

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

(1) (2) (3) (4) (6) (5)
MALE -0.009 -0.010* -0.010 -0.007 -0.011* -0.012**

(0.006) (0.006) (0.007) (0.006) (0.006) (0.006)
AGE 18-35 0.033*** 0.034*** 0.045*** 0.031*** 0.034*** 0.034***

(0.007) (0.007) (0.008) (0.007) (0.008) (0.007)
AGE 60+ 0.008 0.008 -0.004 0.005 0.010 0.004

(0.010) (0.010) (0.012) (0.010) (0.011) (0.011)
EDU MED. -0.002 -0.003 -0.003 -0.008 -0.000 -0.008

(0.007) (0.007) (0.009) (0.007) (0.011) (0.008)
EDU HIGH 0.004 0.004 -0.002 -0.005 0.004 -0.014

(0.008) (0.008) (0.009) (0.008) (0.009) (0.008)
HOUSE 0.005 0.005 0.001 0.012** 0.001 0.004

(0.006) (0.006) (0.007) (0.006) (0.008) (0.007)
CHILDREN 0.019*** 0.020*** 0.021*** 0.011* 0.014** 0.018***

(0.007) (0.007) (0.008) (0.007) (0.007) (0.007)
SEPARATED 0.019** 0.020*** 0.033*** 0.020*** 0.018** 0.018**

(0.008) (0.008) (0.009) (0.007) (0.007) (0.008)
OWNER -0.027** -0.026** -0.038** -0.011 -0.024** -0.026**

(0.012) (0.012) (0.015) (0.011) (0.010) (0.012)
IN EDUC. 0.013 0.012 0.018 0.022 0.012 0.023

(0.015) (0.015) (0.019) (0.014) (0.015) (0.015)
UNEMPLOYED -0.001 -0.000 0.006 0.008 -0.001 0.001

(0.014) (0.014) (0.016) (0.014) (0.013) (0.015)
RETIRED 0.001 0.002 0.014 0.004 -0.000 0.004

(0.010) (0.010) (0.012) (0.010) (0.010) (0.011)
PARTY LEFT 0.019*** 0.019*** 0.028*** -0.001 0.021*** 0.006

(0.006) (0.006) (0.007) (0.006) (0.006) (0.007)
PARTY RIGHT 0.059*** 0.059*** 0.059*** 0.027*** 0.060*** 0.048***

(0.007) (0.007) (0.008) (0.007) (0.007) (0.007)
QUALITY NEWS -0.011 -0.011 -0.008 -0.004 -0.010 -0.012

(0.008) (0.008) (0.009) (0.008) (0.009) (0.008)
VILLAGE -0.008 -0.009 -0.002 -0.009 -0.003 0.002

(0.007) (0.007) (0.008) (0.007) (0.009) (0.007)
ONLY GIRO -0.036*** -0.037*** -0.039*** -0.033*** -0.032*** -0.027***

(0.008) (0.008) (0.009) (0.007) (0.007) (0.008)
ALSO SHARES -0.012 -0.014* -0.020** -0.008 -0.013 -0.016*

(0.008) (0.008) (0.010) (0.008) (0.009) (0.009)

Note: See continuation. Robust standard errors in parentheses.
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Table 3: (cont’d) Trust in Banks in Normal Times (2004Q3 - 2007Q2)

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

FIN. SIT. VERY GOOD 0.042*** 0.042*** 0.036*** 0.033*** 0.042*** 0.037***
(0.010) (0.010) (0.011) (0.010) (0.010) (0.010)

FIN. SIT. RATHER BAD -0.064*** -0.064*** -0.048*** -0.041*** -0.063*** -0.048***
(0.008) (0.008) (0.009) (0.007) (0.009) (0.008)

FIN. SIT. BAD -0.156*** -0.156*** -0.155*** -0.108*** -0.148*** -0.132***
(0.019) (0.019) (0.021) (0.018) (0.020) (0.020)

EXP. FIN. SIT. BETTER -0.010 -0.010 -0.022** -0.013* -0.011 -0.018**
(0.008) (0.008) (0.009) (0.008) (0.010) (0.008)

EXP. FIN. SIT. WORSE -0.054*** -0.053*** -0.061*** -0.043*** -0.054*** -0.041***
(0.009) (0.009) (0.010) (0.009) (0.012) (0.009)

EXP. ECONOMY BETTER 0.018** 0.017** 0.005 -0.011 0.018** 0.004
(0.008) (0.008) (0.010) (0.009) (0.009) (0.009)

EXP. ECONOMY WORSE -0.064*** -0.063*** -0.064*** -0.043*** -0.054*** -0.041***
(0.007) (0.007) (0.008) (0.007) (0.009) (0.007)

INFLATION UNSTABLE -0.065*** -0.065*** -0.076*** -0.042*** -0.061*** -0.046***
(0.008) (0.008) (0.009) (0.008) (0.009) (0.008)

EURO UNSTABLE -0.101*** -0.099*** -0.104*** -0.088*** -0.089*** -0.060***
(0.010) (0.010) (0.012) (0.010) (0.010) (0.010)

2004Q4 0.023*
(0.013)

2005Q1 -0.015
(0.014)

2005Q2 0.015
(0.013)

2005Q3 0.014
(0.013)

2005Q4 0.009
(0.013)

2006Q1 -0.013
(0.014)

2006Q2 -0.083***
(0.015)

2006Q3 -0.049***
(0.015)

2006Q4 -0.006
(0.014)

2007Q1 0.007
(0.013)

2007Q2 -0.023
(0.014)

2006 CRISIS -0.066*** -0.063*** -0.068*** -0.035*** -0.066***
(0.008) (0.009) (0.008) (0.007) (0.008)

HH INCOME 0.022***
(0.008)

AVG. TRUST IN INST. 0.411***
(0.011)

REG. TRUST LEVEL 0.414***
(0.033)

TRUST IN OENB 0.269***
(0.010)

R2 0.067 0.065 0.074 0.130 0.089 0.117
P-obs. 0.787 0.787 0.793 0.787 0.787 0.789
P-pred. 0.801 0.801 0.809 0.820 0.806 0.812
LL -10570.32 -10584.04 -7485.65 -9850.64 -10314.91 -9136.66
N 21842 21842 15854 21837 21834 20094

Note: Marginal effects of probit model; robust (clustered) standard errors in parentheses; results from
province dummies not shown; * p<0.10, ** p<0.05, *** p<0.01.
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Table 4: Spillover Effects of Bank Problems?

(1) (2)

2006 CRISIS X NO BRANCHES -0.068*** -0.073***
(0.022) (0.024)

2006 CRISIS X MED. DENSITY -0.059*** -0.063***
(0.016) (0.016)

2006 CRISIS X HIGH DENSITY -0.127*** -0.129***
(0.029) (0.029)

2006Q4 ONWARDS X NO BRANCHES -0.009
(0.018)

2006Q4 ONWARDS X MED. DENSITY -0.017
(0.014)

2006Q4 ONWARDS X HIGH DENSITY 0.005
(0.031)

χ2 2.57 2.31
p-value 0.11 0.13

R2 0.066 0.066
P-obs. 0.787 0.787
P-pred. 0.801 0.801
LL -10581.47 -10579.28
N 21842 21842

Note: Marginal effects of probit model; robust (clustered) stan-
dard errors in parentheses; the model is based on the bench-
mark model (column 2 of Table 3), results of all other variables
not shown; “2006 CRISIS” takes a value of 1 in 2006Q2 and
Q3, “2006Q4 ONWARDS” takes a value of 1 after 2006Q4. χ2

refers to a test of equality of coefficients for “2006 CRISIS X NO
BRANCHES” and “2006 CRISIS X HIGH DENSITY”; * p<0.10,
** p<0.05, *** p<0.01.
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Table 5: Trust in Banks in Normal and Crisis Times (2004Q3 - 2009Q2)

(1) (2) (3) (4) (5)
Normal Times Entire Sample Crisis Times Entire Sample Entire Sample

Baseline M. (1)+Time Dummies Baseline M. (1)+Interact. Terms. (2)+Interact. Terms.

MALE -0.010* -0.015*** -0.025*** -0.010* -0.010*
(0.006) (0.005) (0.008) (0.006) (0.006)

AGE 18-35 0.034*** 0.035*** 0.035*** 0.036*** 0.036***
(0.007) (0.006) (0.010) (0.008) (0.008)

AGE 60+ 0.008 0.024*** 0.052*** 0.009 0.009
(0.010) (0.009) (0.014) (0.011) (0.011)

EDU MED. -0.003 -0.009 -0.018* -0.004 -0.004
(0.007) (0.006) (0.010) (0.008) (0.008)

EDU HIGH 0.004 -0.008 -0.028** 0.005 0.005
(0.008) (0.006) (0.011) (0.008) (0.008)

HOUSE 0.005 0.005 0.004 0.005 0.005
(0.006) (0.005) (0.009) (0.007) (0.007)

CHILDREN 0.020*** 0.028*** 0.043*** 0.021*** 0.021***
(0.007) (0.005) (0.009) (0.007) (0.007)

SEPARATED 0.020*** 0.024*** 0.031*** 0.021*** 0.021***
(0.008) (0.006) (0.010) (0.008) (0.008)

OWNER -0.026** -0.027*** -0.027* -0.028** -0.028**
(0.012) (0.010) (0.016) (0.013) (0.013)

IN EDUC. 0.012 0.043*** 0.089*** 0.013 0.013
(0.015) (0.011) (0.017) (0.016) (0.016)

UNEMPLOYED -0.000 -0.011 -0.028 -0.000 -0.000
(0.014) (0.012) (0.022) (0.015) (0.015)

RETIRED 0.002 0.002 0.003 0.002 0.002
(0.010) (0.008) (0.015) (0.011) (0.011)

PARTY LEFT 0.019*** 0.012** 0.005 0.020*** 0.020***
(0.006) (0.005) (0.009) (0.007) (0.007)

PARTY RIGHT 0.059*** 0.045*** 0.023** 0.064*** 0.064***
(0.007) (0.006) (0.010) (0.007) (0.007)

QUALITY NEWS -0.011 -0.010 -0.007 -0.012 -0.012
(0.008) (0.007) (0.011) (0.009) (0.009)

VILLAGE -0.009 0.011** 0.046*** -0.009 -0.009
(0.007) (0.006) (0.010) (0.007) (0.007)

ONLY GIRO -0.037*** -0.030*** -0.018* -0.039*** -0.039***
(0.008) (0.006) (0.010) (0.008) (0.008)

ALSO SHARES -0.014* 0.012* 0.047*** -0.015* -0.015*
(0.008) (0.007) (0.010) (0.009) (0.009)

Note: See continuation.
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Table 5: (cont’d) Trust in Banks in Normal and Crisis Times (2004Q3 - 2009Q2)

(1) (2) (3) (4) (5)
Normal Times Entire Sample Crisis Times Entire Sample Entire Sample

Baseline M. (1)+Time Dummies Baseline M. (1)+Interact. Terms. (2)+Interact. Terms.

FIN. SIT. VERY GOOD 0.042*** 0.049*** 0.059*** 0.046*** 0.045***
(0.010) (0.008) (0.014) (0.011) (0.011)

FIN. SIT. RATHER BAD -0.064*** -0.072*** -0.086*** -0.068*** -0.068***
(0.008) (0.006) (0.010) (0.008) (0.008)

FIN. SIT. BAD -0.156*** -0.116*** -0.101*** -0.164*** -0.164***
(0.019) (0.013) (0.019) (0.019) (0.019)

EXP. FIN. SIT. BETTER -0.010 -0.010 -0.012 -0.011 -0.011
(0.008) (0.006) (0.011) (0.008) (0.008)

EXP. FIN. SIT. WORSE -0.053*** -0.047*** -0.049*** -0.057*** -0.057***
(0.009) (0.007) (0.011) (0.009) (0.009)

EXP. ECONOMY BETTER 0.017** 0.020*** 0.021* 0.019** 0.019**
(0.008) (0.007) (0.011) (0.009) (0.009)

EXP. ECONOMY WORSE -0.063*** -0.072*** -0.088*** -0.067*** -0.067***
(0.007) (0.006) (0.010) (0.008) (0.008)

INFLATION UNSTABLE -0.065*** -0.074*** -0.086*** -0.068*** -0.068***
(0.008) (0.006) (0.010) (0.008) (0.008)

EURO UNSTABLE -0.099*** -0.081*** -0.058*** -0.105*** -0.105***
(0.010) (0.008) (0.012) (0.011) (0.011)

2006 CRISIS -0.066*** -0.071*** -0.071*** -0.071***
(0.008) (0.008) (0.008) (0.008)

2007Q3 -0.065***
(0.012)

2007Q4 -0.085*** -0.018 -0.017
(0.012) (0.015) (0.014)

2008Q1 -0.077*** -0.012 -0.011
(0.012) (0.015) (0.014)

2008Q2 0.022** 0.084*** 0.074***
(0.010) (0.013) (0.012)

2008Q3 0.029*** 0.091*** 0.081***
(0.010) (0.013) (0.011)

2008Q4 -0.070*** -0.007 -0.007
(0.012) (0.015) (0.014)

2009Q1 -0.100*** -0.037** -0.034**
(0.012) (0.016) (0.015)

2009Q2 -0.085*** -0.024 -0.022
(0.012) (0.015) (0.014)

. . . and significant interaction terms: . . . . . .

DUMMY 2007Q3-2009Q2 -0.062*** -0.075***
(0.019) (0.021)

AGE 60+ 0.042*** 0.039**
(0.016) (0.016)

EDU HIGH -0.031** -0.030**
(0.014) (0.014)

IN EDUC. 0.069*** 0.069***
(0.020) (0.020)

PARTY RIGHT -0.050*** -0.047***
(0.013) (0.013)

VILLAGE 0.048*** 0.049***
(0.011) (0.011)

ALSO SHARES 0.054*** 0.055***
(0.012) (0.012)

FIN. SIT. BAD 0.055*** 0.052***
(0.019) (0.019)

EURO UNSTABLE 0.037*** 0.043***
(0.013) (0.012)

R2 0.065 0.073 0.081 0.073 0.077
P-obs. 0.787 0.761 0.721 0.761 0.761
P-pred. 0.801 0.776 0.737 0.776 0.777
LL -10584.04 -18449.63 -7783.08 -18444.87 -18367.12
N 21842 36139 14297 36139 36139

Note: Marginal effects of probit model; robust (clustered) standard errors in parentheses; “Entire Sample” refers to the period from
2004Q3 to 2009Q2 (normal times plus crisis times); interaction terms means that variables are interacted with DUMMY 2007Q3-
2009Q2; only interaction terms are shown which are significant at the 5% level; results from province dummies not shown; * p<0.10,
** p<0.05, *** p<0.01.
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Table 6: Trust in Banks During the Financial Crisis (2008Q4–2009Q1)

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

THREAT AUSTRIA -0.104*** -0.112*** -0.110*** -0.087*** -0.096*** -0.079***
(0.019) (0.017) (0.018) (0.019) (0.018) (0.019)

THREAT PERSONAL -0.068*** -0.075*** -0.055***
(0.019) (0.019) (0.021)

JOB LOSS UNCERTAIN -0.075** -0.074** -0.067** -0.067**
(0.030) (0.030) (0.030) (0.030)

JOB LOSS LIKELY -0.013 -0.011 -0.003 0.001
(0.034) (0.034) (0.033) (0.033)

THREAT TO SAVINGS ACC. -0.085*** -0.088*** -0.095*** -0.074***
(0.023) (0.023) (0.023) (0.025)

THREAT TO SHARES -0.013 -0.011 -0.006 -0.002
(0.042) (0.042) (0.041) (0.041)

THREAT TO PENSION ACC. -0.042 -0.037 -0.039 -0.038
(0.030) (0.030) (0.030) (0.030)

THREAT TO FX LOAN 0.018 0.014 0.008 0.022
(0.078) (0.078) (0.079) (0.077)

RETURN LOWER THAN EXP. -0.052** -0.030 -0.029
(0.020) (0.020) (0.020)

RETURN HIGHER THAN EXP. 0.009 0.008 0.009
(0.035) (0.035) (0.035)

FINANCIAL SYSTEM UNSTABLE -0.198*** -0.194*** -0.195***
(0.019) (0.019) (0.019)

R2 0.086 0.089 0.090 0.112 0.114 0.116
P-obs. 0.679 0.679 0.679 0.679 0.679 0.679
P-pred. 0.693 0.694 0.694 0.698 0.699 0.699
LL -2044.10 -2038.78 -2035.11 -1987.36 -1981.50 -1977.72
N 3564 3564 3564 3564 3564 3564

Note: Marginal effects of probit model; robust standard errors in parentheses; the model is based on the benchmark
model (column 2 of Table 3), results of all other variables not shown; * p<0.10, ** p<0.05, *** p<0.01.

Table 7: Effect of Extending the Deposit Insurance Coverage (2008Q4–2009Q1)

(1) (2)
probit model IV-regression (2SLS)

Effect relative to 20,000 euro or don’t know

DEPOSIT INSURANCE INCREASED 0.069*** 0.076
(0.018) (0.081)

R2 0.10 0.12
LL -1805.08
Score-test 0.02
p-value 0.88
Sargan-test 5.99
p-value 0.31
N 3195 3195

Note: Column 1 presents marginal effects of a probit model, column 2 marginal effects of a
two stage least squares (linear) regression approach; robust standard errors in parentheses; both
models are based on the model in column 1 of Table 6, results of all other variables not shown;
the instruments are described in FN 16; * p<0.10, ** p<0.05, *** p<0.01; Score test refers to
Wooldridge’s robust score test for endogeneity, Sargan test for a test of overidentifying restrictions
with 5 d.o.f.
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Table A.1: Summary Statistics for the dependent and independent vari-
ables

sample means

2004Q3-2007Q2 2007Q3-2008Q3 2008Q4-2009Q2

TRUST IN BANKS 0.79 0.73 0.67

MALE 0.42 0.44 0.46
AGE 18-35 0.28 0.29 0.30
AGE 60+ 0.22 0.21 0.20
EDU MED. 0.19 0.19 0.17
EDU HIGH 0.26 0.27 0.27
HOUSE 0.52 0.48 0.40
CHILDREN 0.27 0.22 0.21
SEPARATED 0.19 0.20 0.21
OWNER 0.07 0.07 0.07
IN EDUC. 0.05 0.06 0.05
UNEMPLOYED 0.04 0.03 0.04
RETIRED 0.27 0.25 0.24
PARTY LEFT 0.37 0.35 0.35
PARTY RIGHT 0.26 0.26 0.29
QUALITY NEWS 0.21 0.18 0.17
VILLAGE 0.54 0.55 0.55
ONLY GIRO 0.19 0.22 0.22
ALSO SHARES 0.16 0.16 0.16
FIN. SIT. VERY GOOD 0.09 0.08 0.09
FIN. SIT. RATHER BAD 0.21 0.26 0.25
FIN. SIT. BAD 0.04 0.06 0.08
EXP. FIN. SIT. BETTER 0.20 0.20 0.20
EXP. FIN. SIT. WORSE 0.15 0.20 0.23
EXP. ECONOMY BETTER 0.15 0.13 0.19
EXP. ECONOMY WORSE 0.25 0.30 0.36
INFLATION UNSTABLE 0.20 0.27 0.31
EURO UNSTABLE 0.12 0.15 0.22
AVG. TRUST IN INST. 0.47 0.48 0.50
TRUST IN OENB 0.82 0.77 0.70
REG. TRUST LEVEL 0.76 0.71 0.65

No. of obs. 23171 11612 5841
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Table A.2: Summary Statistics for the crisis re-
lated variables

sample means

2008Q4-2009Q1

THREAT AUSTRIA 0.66
THREAT PERSONAL 0.33
NOT EMPLOYED 0.38
JOB LOSS UNLIKELY 0.45
JOB LOSS UNCERTAIN 0.10
JOB LOSS LIKELY 0.06
RETURN LOWER THAN EXP. 0.30
RETURN HIGHER THAN EXP. 0.06
THREAT TO SAVINGS ACC. 0.18
THREAT TO SHARES 0.05
THREAT TO PENSION ACC. 0.08
THREAT TO FX LOAN 0.01
FINANCIAL SYSTEM UNSTABLE 0.42
DEP. INSURANCE: 20,000 EURO 0.17
DEP. INSURANCE: 100,000 EURO 0.15
DEP. INSURANCE: UNLIMITED 0.24
DEP. INSURANCE: DON’T KNOW 0.44

No. of obs. 3896
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Table A.3: Variable Definition – Explanatory variables

MALE =1 if respondent is male
EDU MED, EDU HIGH EDU HIGH=1 if high school or university, EDU

MED=1 if apprenticeship or middle school, EDU
LOW=1 if only mandatory schooling (omitted)

HOUSE =1 if privately owned home
CHILDREN =1 if children in household
SEPARATED =1 if marital status is separated or divorced
OWNER =1 if owner of a small enterprise
IN EDUC. =1 if in education
UNEMPLOYED =1 if unemployed
RETIRED =1 if retired
PARTY “Generally speaking, which party do you pre-

fer?”. PARTY LEFT=1 if social democrats or
green party, PARTY RIGHT=1 if people’s party
or freedom party, PARTY OTHER OR NO PARTY

(omitted).
QUALITY NEWS =1 if respondents reads quality newspapers,

derived from answer on media consumption.
VILLAGE =1 if respondent lives in a village with less

than 10,000 inhabitants.
ONLY GIRO, ALSO SHARES Derived from answers on ownership of assets:

ONLY GIRO=1 if respondent has no bank ac-
count or only a transaction account, SAVINGS
ACCOUNT (omitted)=1 if respondents holds a
savings account, ALSO SHARES=1 if respondent
holds savings accounts and stocks or mutual
funds.

FIN. SIT. “All in all, how would you judge the
current financial situation of your house-
hold?” FIN. SIT. VERY GOOD=1 if very
good, FIN. SIT. GOOD (omitted), FIN. SIT.

RATHER BAD, FIN. SIT. BAD.
EXP. FIN. SIT. “And how do you think will the financial situ-

ation of your household develop over the next
3 years”. EXP. FIN. SIT. BETTER=1 if much
better or somewhat better, EXP. FIN. SIT.

SAME (omitted), EXP. FIN. SIT. WORSE=1 if
somewhat worse or much worse.

Note: See continuation.
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Table A.3: (cont’d) Variable Definition – Explanatory variables

EXP. ECONOMY “How do you think will the general economic
situation be in 3 years? - better, worse or the
same as today?”

INFLATION UNSTABLE “If you think about the inflation development
in Austria - how (price)stable do you currently
consider the euro?”

EURO UNSTABLE “And how stable to you consider the euro on
international financial markets?”

2006 CRISIS =1 in 2006Q2 and 2006Q3
HH INCOME net household income, demeaned for each

quarter
AVG. TRUST IN INST. average level of (very high or high) trust in

seven non-financial institutions (see Table 2 ).
REG. TRUST LEVEL for each of the 120 Austrian districts and for

each quarter, the average level of trust in banks
that prevailed in a given district is calculated
(excluding the respondent him/herself).

TRUST IN OENB =1 if very high or high trust in Oesterreichis-
che Nationalbank (Austrian National Bank)

NO BRANCHES, MED.

DENSITY, HIGH DENSITY

percentage of branches of the bank involved
in the 2006 crisis of all bank branches for
120 Austrian districts; NO BRANCHES=density
of zero, MED. DENSITY=density > 0 and < 15,
HIGH DENSITY=density > 15

THREAT AUSTRIA “How much of a threat do you consider the
current financial crisis for Austria?”, 1=if very
or rather threatening

THREAT PERSONAL “How much of a threat do you consider the cur-
rent financial crisis for you personally?”, 1=if
very or rather threatening

JOB LOSS “If you think about your professional future.
How likely is it that you will loose your
job within the next two years?”, JOB LOSS

UNCERTAIN=1 if don’t know, cannot make a
judgment yet, JOB LOSS LIKELY=1 if rather
or very likely.

Note: See continuation.
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Table A.3: (cont’d) Variable Definition – Explanatory variables

THREAT TO assets Based on a series of questions: First respon-
dents were asked whether they own certain
types of assets. Subsequently, respondents
were asked “And how much do you fear losses
because of the financial crisis?”. An individ-
ual is defined to fear losses of he/she answers
“very or rather threatened”. Information was
collected for savings deposits (SAVINGS ACC.),
shares (SHARES), privately sponsored pension
accounts (PENSION ACC) and loans denomi-
nated in foreign currency (FX LOAN).

RETURN LOWER/HIGHER

THAN EXP.

“If you think about the past years - How con-
tent have you been with the development of the
value of your savings - by this we mean the in-
terest earned and changes in value?”. RETURN

HIGHER THAN EXPECTED if somewhat higher or
much higher than expected, RETURN HIGHER

THAN EXPECTED if somewhat lower or much
lower than expected, RETURN AS EXPECTED

(omitted).
FINANCIAL SYSTEM

UNSTABLE

“Which impression do you have - how stable
are Austrian banks or the domestic financial
system?”

DEP. INSURANCE 20,000

EURO, etc.
“Do you know the current limit of the legal
Austrian deposit insurance system”. Answers
comprise “there is no deposit insurance cov-
erage”, 20,000 euro, 100,000 euro, “no upper
limit” and don’t know.

Note: Own translation. A codebook is available upon request.
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Table B.1: Trust in Banks in Normal Times (2004Q3 - 2007Q2): Robustness Tests

(1) (2) (3) (4) (5) (6)
Baseline M. Ordered Pr. Province Dummies HH Heads Savings Acc. Finc. Sit. Bad

MALE -0.010* -0.034* -0.010* -0.000 -0.014* -0.016
(0.006) (0.021) (0.006) (0.008) (0.007) (0.014)

AGE 18-35 0.034*** 0.123*** 0.035*** 0.036*** 0.031*** 0.041**
(0.007) (0.027) (0.008) (0.009) (0.009) (0.017)

AGE 60+ 0.008 0.029 0.008 0.009 0.011 -0.013
(0.010) (0.038) (0.012) (0.013) (0.013) (0.024)

EDU MED. -0.003 -0.012 -0.003 -0.004 -0.014 0.007
(0.007) (0.026) (0.011) (0.009) (0.009) (0.018)

EDU HIGH 0.004 0.015 0.004 -0.006 0.000 0.008
(0.008) (0.029) (0.009) (0.010) (0.010) (0.021)

HOUSE 0.005 0.016 0.003 0.005 0.002 -0.009
(0.006) (0.023) (0.008) (0.008) (0.008) (0.015)

CHILDREN 0.020*** 0.072*** 0.015** 0.025*** 0.024*** 0.016
(0.007) (0.024) (0.007) (0.009) (0.008) (0.016)

SEPARATED 0.020*** 0.072** 0.019*** 0.031*** 0.028*** 0.017
(0.008) (0.028) (0.007) (0.009) (0.009) (0.016)

OWNER -0.026** -0.092** -0.026** -0.016 -0.006 -0.090***
(0.012) (0.040) (0.011) (0.013) (0.015) (0.032)

IN EDUC. 0.012 0.045 0.009 0.011 0.025 0.033
(0.015) (0.056) (0.015) (0.022) (0.018) (0.036)

UNEMPLOYED -0.000 -0.000 -0.005 -0.016 0.007 -0.007
(0.014) (0.052) (0.013) (0.019) (0.019) (0.024)

RETIRED 0.002 0.007 0.001 0.013 0.004 0.034
(0.010) (0.037) (0.009) (0.013) (0.013) (0.022)

PARTY LEFT 0.019*** 0.067*** 0.021*** 0.027*** 0.022*** 0.021
(0.006) (0.023) (0.006) (0.008) (0.008) (0.014)

PARTY RIGHT 0.059*** 0.223*** 0.063*** 0.071*** 0.065*** 0.069***
(0.007) (0.026) (0.007) (0.008) (0.008) (0.017)

QUALITY NEWS -0.011 -0.040 -0.013 -0.005 -0.017* -0.048**
(0.008) (0.028) (0.009) (0.010) (0.010) (0.022)

VILLAGE -0.009 -0.031 -0.009 -0.001 -0.002 -0.037**
(0.007) (0.025) (0.016) (0.009) (0.008) (0.017)

ONLY GIRO -0.037*** -0.128*** -0.038*** -0.036*** -0.033**
(0.008) (0.026) (0.008) (0.010) (0.015)

ALSO SHARES -0.014* -0.050* -0.017** -0.013 -0.023
(0.008) (0.029) (0.008) (0.010) (0.025)

Note: See continuation. Robust standard errors in parentheses.
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Table B.1: (cont’d) Trust in Banks in Normal Times (2004Q3 - 2007Q2): Robustness Tests

(1) (2) (3) (4) (5) (6)
Baseline M. Ordered Pr. Province Dummies HH Heads Savings Acc. Finc. Sit. Bad

FIN. SIT. VERY GOOD 0.042*** 0.160*** 0.044*** 0.048*** 0.040***
(0.010) (0.039) (0.010) (0.012) (0.013)

FIN. SIT. RATHER BAD -0.064*** -0.219*** -0.065*** -0.058*** -0.069***
(0.008) (0.025) (0.009) (0.009) (0.010)

FIN. SIT. BAD -0.156*** -0.479*** -0.148*** -0.162*** -0.178*** -0.102***
(0.019) (0.051) (0.021) (0.022) (0.027) (0.020)

EXP. FIN. SIT. BETTER -0.010 -0.037 -0.010 -0.010 0.003 -0.011
(0.008) (0.028) (0.010) (0.010) (0.010) (0.019)

EXP. FIN. SIT. WORSE -0.053*** -0.182*** -0.055*** -0.056*** -0.043*** -0.056***
(0.009) (0.029) (0.011) (0.011) (0.011) (0.016)

EXP. ECONOMY BETTER 0.017** 0.064** 0.019** 0.013 0.013 0.069***
(0.008) (0.030) (0.009) (0.010) (0.010) (0.022)

EXP. ECONOMY WORSE -0.063*** -0.217*** -0.054*** -0.065*** -0.060*** -0.079***
(0.007) (0.024) (0.009) (0.009) (0.009) (0.015)

INFLATION UNSTABLE -0.065*** -0.219*** -0.067*** -0.075*** -0.060*** -0.062***
(0.008) (0.026) (0.009) (0.010) (0.010) (0.016)

EURO UNSTABLE -0.099*** -0.324*** -0.097*** -0.110*** -0.101*** -0.096***
(0.010) (0.031) (0.010) (0.013) (0.013) (0.019)

2006 CRISIS -0.066*** -0.224*** -0.064*** -0.071*** -0.073*** -0.103***
(0.008) (0.025) (0.012) (0.010) (0.010) (0.018)

R2 0.065 0.065 0.086 0.072 0.063 0.057
P-obs. 0.787 0.787 0.777 0.798 0.684
P-pred. 0.801 0.806 0.792
LL -10584.04 -10584.04 -10347.19 -7133.78 -6648.39 -3151.60
N 21842 21842 21842 14487 14085 5360

Note: The table shows the estimation results of various robustness tests. Model (1) represents the benchmark model, model
(2) is estimated by ordered probit where the dependent variable ranges from 1 (low trust) to 4 (high trust), model (3) contains
dummy variables for Austrian provinces. The sample in column 4 is restricted to household heads, in column 5 to those with a
savings account and in column 6 to those who consider their own financial situation as bad. The coefficients of all models but
those in column 2 show marginal effects; robust (clustered) standard errors in parentheses; results from province dummies not
shown. * p<0.10, ** p<0.05, *** p<0.01.
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