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		Abstract

		In 1865, the first minority bank in the United States was established.  Over time, banks owned or controlled by minorities have grown in number. Yet, one hundred and fifty years later, they still account for only 2.8 percent of all banks. The contribution of this paper is fourfold. First, it provides a comprehensive assessment of the role of different types of MDIs in the banking industry as well as the characteristics of the communities in which they operate.  Second, it contributes to the corporate finance literature that focuses on the extent to which the diversity of ownership/control affects the performance and riskiness of firms, but is among the few that does so in terms of majority ownership/control of banks. Third, the paper examines the recent performance of MDIs from the perspective of whether their disproportionately small role in the banking industry is due to their relatively poorer and riskier performance as compared to non-MDIs. Fourth, a check on the robustness of the results is provided, including for the first time using two different databases on MDIs, one from the FDIC and the other from the FRB. It is found the MDIs are in communities in which the largest share of the population is a minority and one in which income and poverty are worse compared to national averages. Importantly, when MDIs are compared to non-MDIs the results indicate the MDIs generally, in contrast to most previous studies, show no sign of underperformance or greater riskiness. The policy issue that arises for future research based on this finding is if it is not performance and risk then what does explain the lack of significant diversity in terms of ownership/control in the US banking industry. 
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