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This report was generated autonomously by an Al replication pipeline for the “Does Empirical Finance Repli-
cate?” project. It documents one attempt to reproduce the paper’s main analysis from the data and methods
described below. Individual replications may contain mistakes. Treat the numbers as estimates to be checked,
not as a verdict on the original paper. Original article: doi:10.1016/].jfineco.2010.06.004.

1 Summary

1.1 The Paper

The paper studies how income composition and short-term funding affect bank return and risk. It
uses Bankscope statements for 1,334 exchange-listed banks in 101 countries from 1995 to 2007. Table 6
regresses return on assets on fee income, nondeposit funding, controls, country fixed effects, and year
tixed effects. Table 7 replaces the dependent variable with a bank-level Z-score. The paper reports that
fee-income reliance raises return but lowers the Z-score, hence raises insolvency risk.

1.2 Replication Findings

The replication is partial. It reproduces the Table 7 risk result in both panels. Panel A gives a fee-income
coefficient of —22.935 with t = —3.36, against the paper’s —27.171 with standard error 4.193, and the
2004 panel gives —23.269 with t = —3.26. It does not reproduce the positive return effect of Table 6.
Fee income equals —0.001035 with t = —0.15 in column 1 and —0.000545 with t = —0.08 in column 3.
Extending the sample to 2008 through 2013 preserves the risk result and weakens the return result. The
later Bankscope vintage remains the main sample limitation.

2 Data

The paper uses Bankscope and the World Bank World Development Indicators, and the replication
uses those same two sources at later vintages. A 2014 vintage of Bankscope supplies annual financial
statements, bank headers, consolidated and unconsolidated companion links, and annual stock prices.
The sample requires the explicit Listed header category and a nonmissing annual price in the statement
year, collapses companion identifiers, and prefers consolidated statements. It contains 1,479 banks in



107 countries and 6,968 bank-years. Table 6 column 1 then uses 4,762 observations against 5,412 in
the paper, and Table 7 Panel A column 1 uses 800 banks against 919. The WDI controls merge to the
bank panel by ISO2 country and year. Both sources differ in vintage from the paper’s, but no variable
substitutes a different economic construct for one the paper uses.

3 Methodology

The dependent return variable is

ROA;, — profit before tax;,

total assets;;

The fee-income share is noninterest income divided by total operating income. The nondeposit funding
share is nondeposit short-term funding divided by deposits plus short-term funding. Real asset growth
equals
A1 (1 + 7et)
Ajt '

which uses the current-assets normalization identified by the bounds in the paper’s Table 2. The Z-
score equals mean ROA plus mean capital over assets, divided by the standard deviation of ROA, and
requires four years. Panel B combines 2004 ROA and capital with full-period ROA volatility.

Table 6 uses country and year fixed effects and clusters standard errors by bank. Table 7 uses no
tixed effects and clusters by country. Both tables put one-year-lagged equity on the right hand side.
The specifications add no bank-type controls to Table 6 and winsorize no valid observation.

1—

Key differences from the paper. The later Bankscope vintage changes the bank universe and the
decomposition of deposits and short-term funding. The final sample is 11 percent larger in banks and
12 percent smaller in Table 6 column-1 observations. The current WDI release uses a later constant-
dollar base. These vintage differences can change magnitudes but do not justify changing the paper’s
estimator.

4 Results

4.1 Table6

Table 1 compares the core share coefficients. The fee-income return result fails in columns 1 and 3.
The quadratic fee-income term keeps its positive sign but loses significance, and nondeposit funding
carries a stronger negative coefficient in the replication. The paper prints standard errors rather than
t-statistics, so the paper columns retain that inference format.



Table 1: Table 6, determinants of ROA. Paper entries show coefficient and standard error. Replication
entries show coefficient and t-statistic.

Column 3 Column 4
Variable Paper Replication Paper Replication
Fee income 0.015 (0.007) —0.000545 (—0.08) —0.021 (0.011) —0.009632 (—0.66)
Fee income squared 0.040 (0.015) 0.010089 (0.53)
Nondeposit funding 0.003 (0.007) —0.008930 (—1.64) 0.004 (0.012) —0.021439 (—1.93)
Nondeposit funding squared —0.007 (0.018) 0.015816 (1.08)
N 5,303 4,333 5,303 4,333
R? 0.284 0.420 0.290 0.421
Fixed effects country, year country, year  country, year country, year
SE clustering bank bank bank bank
Banks not reported 892 not reported 892
4.2 Table?7

Table 2 reports the headline risk coefficient for both panels. Both replication coefficients are negative,
significant, and close in magnitude to the paper. Panel A column 4 also reproduces the inverted U-
shape in fee income, with linear and squared coefficients of 35.519 with t = 2.08 and —70.615 with
t = —3.61. The nondeposit quadratic does not reproduce the paper’s inverted U-shape.

Table 2: Table 7, fee income in column 1. Paper entries show coefficient and standard error. Replication
entries show coefficient and t-statistic.

Panel A Panel B
Variable Paper Replication Paper Replication
Fee income —27.171 (4.193) —22.935(—3.36) —26.626 (6.563) —23.269 (—3.26)
N 919 800 835 699
R? 0.188 0.115 0.147 0.143
Fixed effects none none none none
SE clustering country country country country
Banks 919 800 835 699

4.3 Out-of-sample test

The 2008 to 2013 window contains six non-overlapping years. Table 7 Panel A confirms the risk result
with a fee-income coefficient of —21.459 and t = —5.94 using 1,615 banks. Table 6 column 3 estimates
0.007189 with t = 1.48 using 6,964 bank-years, so the return sign matches the paper but its significance
does not. The extension therefore weakens the joint claim.

5 Conclusion

The replication supports the paper’s conclusion that fee-income reliance raises bank risk. It does not
support the claim that fee income raises ROA in the original sample. The later Bankscope vintage,
with its broader and revised records, remains the main substantive data limitation. The out-of-sample
window confirms the risk leg and weakens the return leg.
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