

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Bank Profitability and the Business Cycle

	
    
        
            
            







    
    










    
    
    
    











			
                    Bank of Italy Economic Research Paper No. 601
 
        

    
	

	
	
		
		
			39 Pages
		
		

		Posted: 6 Oct 2006
		
		
		
	

	
		
			
			




	See all articles by Ugo AlbertazziUgo Albertazzi
ECB -DG Monetary Policy
Leonardo Gambacorta
Bank for International Settlements (BIS); Centre for Economic Policy Research (CEPR)


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: September 2006

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		An important element of the macro-prudential analysis is the study of the link between business cycle fluctuations and banking sector profitability and how this link is affected by institutional and structural characteristics. This work estimates a set of equations for net interest income, non-interest income, operating costs, provisions, and profit before taxes, for banks in the main industrialized countries and evaluates the effects on banking profitability of shocks to both macroeconomic and financial factors. Distinguishing mainly the euro area from Anglo-Saxon countries, the analysis also identifies differences in the resilience of the respective banking systems and relates them to the characteristics of their financial structure. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: bank profitability, economic cycle, macro-prudential analysis

	
	

	
    

    
	

	
	
		JEL Classification: C53, G21

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Albertazzi,  Ugo and Gambacorta,  Leonardo, Bank Profitability and the Business Cycle (September 2006). Bank of Italy Economic Research Paper No. 601,  Available at SSRN: https://ssrn.com/abstract=935026 or http://dx.doi.org/10.2139/ssrn.935026 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Ugo Albertazzi (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: ECB -DG Monetary Policy]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				ECB -DG Monetary Policy  ( email )

			

			
			
				
				
				
					Sonnemannstrasse 22
Frankfurt am Main, 60314
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Leonardo Gambacorta

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Bank for International Settlements (BIS)  ( email )

			

			
			
				
				
				
					Centralbahnplatz 2
Basel, Basel-Stadt 4002
Switzerland

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Centre for Economic Policy Research (CEPR) 

			

			
			
				
				
				
					London
United Kingdom

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    1,650

			

		
		
		
			Abstract Views

			    7,322

		

		
		 
		
			Rank

			   20,241

		

		
	


	
		
            
            	      146 Citations
		

	

	
		
			
				      175 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Bank of Italy Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Bank of Italy Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            6,397

                                    

                                    
                                        PAPERS

                                            1,677

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Antonio Di Cesare at Bank of Italy

                                    

                                
                            

                        

                    

                
	
                    European Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,628

                                    

                                    
                                        PAPERS

                                           14,891

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        John A. Doukas at Old Dominion University - Strome College of Business

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Banks with Something to Lose: The Disciplinary Role of Franchise Value

                        
                            By
                                
                                
                                    
                                    Rebecca S. Demsetz, 
                                    
                                
                                    
                                    Marc R. Saidenberg, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Are Banks Dead? Or are the Reports Greatly Exaggerated?

                        
                            By
                                
                                
                                    
                                    John H. Boyd
                                     and 
                                
                                    
                                    Mark Gertler
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Decline of Traditional Banking: Implications for Financial Stabilityand Regulatory Policy

                        
                            By
                                
                                
                                    
                                    Franklin R. Edwards
                                     and 
                                
                                    
                                    Frederic S. Mishkin
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Decline of Traditional Banking: Implications for Financial Stability and Regulatory Policy

                            
                                By
                                    
                                    
                                        
                                        Franklin R. Edwards
                                         and 
                                    
                                        
                                        Frederic S. Mishkin
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Product Mix and Earnings Volatility at Commercial Banks: Evidence from a Degree of Leverage Model

                            
                                By
                                    
                                    
                                        
                                        Robert Deyoung
                                         and 
                                    
                                        
                                        Karin P. Roland
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            U.S. Commercial Banking: Trends, Cycles, and Policy

                            
                                By
                                    
                                    
                                        
                                        John H. Boyd
                                         and 
                                    
                                        
                                        Mark Gertler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Historical Patterns and Recent Changes in the Relationship between Bank Holding Company Size and Risk

                            
                                By
                                    
                                    
                                        
                                        Rebecca S. Demsetz
                                         and 
                                    
                                        
                                        Philip E. Strahan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Capital Ratios as Predictors of Bank Failure

                            
                                By
                                    
                                    
                                        
                                        Arturo Estrella, 
                                        
                                    
                                        
                                        Sangkyun Park, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Prolegomenon to Future Capital Requirements

                            
                                By
                                    
                                    
                                        
                                        Arturo Estrella
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why Do Estimates of Bank Scale Economies Differ?

                            
                                By
                                    
                                    
                                        
                                        David B. Humphrey
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.101 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
