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Abstract - This paper explores the determinants of returns on listed European banks stocks through the 
use of a linear multifactor model of stock returns, in which fundamental macroeconomic factors are 
used, in addition to the market return, as explanatory variables. After specifying and fitting the model, 
estimating factor loadings on common factors, an effort is made to further understand the stocks 
fundamental characteristics that lead to the factor loadings estimates we observe. The results seem to 
indicate that, in the 1999-2002 period, in which the banks considered were traded in Euro, the factor 
loading against the market factor and against the default spread may be systematically related to banks 
fundamental characteristics like asset quality indicators (especially reserves for bad loans over loans), 
to the composition of income (share of interest and commission revenue), and toa general indicator of 
banks efficiency like the cost-income ratio.  
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¶�®t°`¾P«z·�¿�³a°�³P·ßè®a²�®a·/½�¯ Ó ª'¯N¯N´JÞ!´{³Ò»�¯�°`¯[²�®t´`«�Ãa¯[²�ÂÕ½�³P·/¬{´`®a·V´�«�·È´`ª'¯1¬`ª�³a°L´?´{¯N°L¶�Ä í ¯�´{¯[¬{´�»m¯[²�³QÀ(´`ª�¯
ªCÂCm³a´`ª�¯[¬`«z¬w´`ª'®t´�¬{³P¶�¯$¼a¯NÂ�°L®t´`«�³P¬®t°`¯|¬{´`®t»&²�¯!³QÃa¯N°�´`«�¶�¯aÄ2©�ª�¯[¬{¯!½�³P¹'²�µ�´`ª�¯[·�»m¯$½�³P·/¬`«�µ�¯N°`¯[µ"¿C¸�³P²�²�³8À�«�·�¾
´`ª�¯�³a°L«�¾P«�·/®a²�«�µ'¯[®Ï³a¸ å ³P¬{¯[·C»�¯N°L¾ÌÚu�[ÛPó8ÝCÞJ¿®a¬�¬{´{°L¹'½�´`¹'°L®a²�½Jª'®t°L®a½�´{¯N°L«z¬{´`«�½N¬�´`ª�°`³P¹'¾PªßÀ�ª/«�½LªÔ´`ª�¯;¸�®a½�´{³a°J¬
½�³P·'¬`«zµ�¯N°`¯[µÈ®7Êm¯[½�´�»/®a·'¼]¬�¬`´{³]½L¼]¬N¿T«ÇÄ÷¯aÄ�®a¬?'°`³Q±]ÂÉ³a¸�¸�®a½�´{³a°�²�³P®aµ'«�·'¾P¬NÄ í ¯�´{°`ÂÉ´{³Ïµ/«�¬`½N¹'¬`¬!¸Á¹�°`´`ª'¯N°|´`ª�¯
¶�¯[½Jª'®a·'«�¬`¶ ´`ª�°`³P¹�¾Pª?À�ª'«�½Jª!´`ª�¯w½Lª'³P¬{¯[·?¸Á®a½�´{³a°L¬x«�¶�/®a½�´�³P·?»/®a·�¼D¬�'°`³aÆ/´`®t»/«�²�«�´gÂ�®a·'µ�¯[øC¹'«�´nÂ|®a·�À�ª'¯N´`ª�¯N°
¸Á¹'·'µ'®a¶�¯[·C´`®a²"½Jª'®t°L®a½�´{¯N°L«�¬`´`«�½N¬�®t°L¯?¹'¬{¯N¸Á¹'²"«�·Ë¯�±]/²z®a«�·'«�·�¾�´`ª�¯?¯�Ê�¯[½�´`¬$³a¸wï å�å În²�«�¼a¯|¸Á®a½�´{³a°L¬NÄûu·V´`¹'«�´`«�Ãa¯[²�Âa¿
´`ª�¯Ë´{¯N°J¶ü¬{´{°L¹'½�´`¹'°`¯�¸�®a½�´{³a°�À�«�²z²�»m¯Ë®a¬`¬`³]½N«�®t´{¯[µÙÀ�«�´`ªÙ«�·C´{¯N°`¯[¬{´�«z·'½�³P¶�¯a¿�´`ª�¯Ï¶�®t°`¼a¯N´1¸�®a½�´{³a°�¶�®[ÂÌ»m¯
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À®a¬�«�·'«�´`«�®a²z²�ÂÒ¹/¬{¯[µ�¿2«�·'½N²z¹'µ'«�·�¾Ë¶�³P¬{´�³a¸�´`ª�¯�«�·'µ'«z½N®t´{³a°L¬�½�³P·/¬`«�µ�¯N°`¯[µ+«�·Ô´`ª�¯�'°`¯NÃD«�³P¹'¬�²�«�´{¯N°L®t´`¹�°L¯a¿-»/¹�´
´`ª�¯�¸�³D½N¹'¬�À®a¬�·'®t°`°L³QÀ�¯[µËµ�³QÀ�·�´{³�´`ª�¯?¶�³P¬{´�¶�¯[®a·'«z·�¾a¸�¹/²&³P·'¯[¬NÄ × ³a°�¯�±D®a¶�/²�¯a¿'®�·]¹'¶�»�¯N°�³a¸-µ'«�Ê�¯N°`¯[·C´
¶�¯[®a¬`¹'°`¯[¬T³a¸�®a¬L¬{¯N´2øC¹/®a²�«�´nÂ�À�¯N°L¯�½�³P·'¬`«�µ�¯N°L¯[µ�¿a»/¹�´-¬{³P¶�¯�«z·'µ'«�½N®t´{³a°L¬xÀ�¯N°`¯�¯[²�«�¶�«�·'®t´{¯[µ�¸�°`³P¶ ´`ª'¯�®a·'®a²�ÂD¬`«�¬
»m¯[«�·�¾�¬`´{°`³P·�¾P²�Â�½�³a°`°`¯[²z®t´{¯[µÏÀ�«�´`ªË³a´`ª�¯N°L¬�ÚÁ·'®a¶�¯[²�Â ý ³P·Òùx¯N°`¸�³a°J¶�«�·�¾�ì<³P®a·'¬�´{³1©�³a´`®a²xì<³P®a·'¬N¿�½�³QÃa¯N°L®t¾a¯
°L®t´`«�³�¿&²�³P®a·'¬�´{³�´{³a´`®a²�®a¬`¬{¯N´`¬N¿&¬{¯N¯�´`ª�¯?Å�'m¯[·'µ'«�±'ÞJÄ��

� « r}`�n;h$f�jlh^op_}�"cNiuop_�hXopn*f=n;h�k}dpo��t`R�{wyf�_ez ± j^i[�eh�f�_y�{Â£i[nln��y_yf�_estogf�d}n;h$f�h^` � `t_�h�op_�~,r}ops�r{h^re`�zu`bk�`tdp` � `t_�h^nXi�qyiucN`�j$f�h^opëK`c}j^i��ehEf�j^`��
� ÐO`bh,À�_�h^`bj^`tn;hEÀÿ_}sti � `� Ì i ��� opnlnlopiu_�À�_esti � `� « j$fu�2op_e��À�_esti � `º Â£iuf[_?Âxiunln ± j^i�ë@opnlogi[_enº ]O� � og_}opn;hlj$f�h^opëK`  a2cN`t_enl`tn
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�� `�q4i�st|enl`R� iu_¡h^re`�sti � cNi[_e`t_�h^n�i�qOh^re`�iucN`bj$f�h^op_e� � f�j^�uop_ f[_y�¡`tdpo � op_yf�h^`t�¡q�j^i � h^r}`�f[_ef[dmk2nlopnvop_e�}opsRf�h^i�j^nt��dpopzK`
`Rf�j^_eop_e��cN`bj�nlryf�j^`u�@~,reops$r�f�j^`"reop�ur}dmk�og_2�y|}`t_est`t��w�k�`�a2hlj$f�i[j$�2og_ef�jlk�omh^` � nt��]Edgnli2�@qAi[j  |}j^i[cN`Rf[_vwyf�_ez@nt�@omh,opn��}o��st|}dmh�h^i
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Ð=ÀlÀ ² Ð=`bh�À�_@h^`�j^`tn;h�À�_esti � `« i[h$f[d�À�_esti � `Ì�Ê�¯ç² Ì i ��� ognlnlopi[_EÀ�_esti � `« i[h$f[dRÀ�_esti � `« op`bjR» ² « op`bj�»©j$f�h^opi2�Of�n�j^`tcNi�jlh^`R�0w@kÞ`Rf[s$r�wyf[_}zÀ ¸�² ® `tnl`bj^ëK`7qAi�j7Â£iuf[_EÂ£i[nlnl`tn« i[h$f�d�Â£iuf[_en 1 »R¿[¿À Ï�² ± j^i�ë2opnlopiu_�qAi�j7Â£iuf[_=Â£i[nlnl`tn]=ëu`bj$f[�[` « i[h$f[d�ÂxiKf�_en 1 »R¿[¿
Ì À ² Ì iun;hÀ�_esti � `

©�ª'¯�µ�¯NÆ/·/«�´`«�³P·'¬-³a¸<´`ª�¯�¸Á¹'·'µ'®a¶�¯[·V´`®a²&®a½N½�³P¹'·V´`«z·�¾�«�·'µ'«�½N®t´{³a°J¬2À®a¬�¬{´`®a·/µ'®t°Lµ'«�ÑN¯[µ1®a¬�¸�®t°®a¬��³P¬L¬`«�»/²�¯
®a½�°`³P¬`¬�´`ª�¯?µ'«�Ê�¯N°`¯[·C´�ºw¹�°L³a�¯[®a·;»&®a·�¼]¬[Ä2©�ª�¯�Å�'m¯[·'µ'«�±1µ'¯[¬`½�°L«�»m¯[¬�«�·�µ�¯N´`®a«z²m´`ª�¯?½N®a²�½N¹'²z®t´`«�³P·'¬NÄ

©�ª'¯[¬{¯2®a¬`¬{¯N´<ø]¹'®a²�«�´nÂ!«�·'µ'«�½N®t´{³a°J¬�®t'm¯[®t°�´{³�»m¯-¸�®a«�°J²�Â�¬{´`®t»/²�¯2³QÃa¯N°�´`«�¶�¯aÄ�©x®t»/²�¯wê�°`¯Nm³a°`´`¬�®�´{°L®a·'¬L«�´`«�³P·
¶�®t´{°L«�±È®a·/®a²�Â]¬L«�¬N¿T«�·ÈÀ�ª'«z½Lªß®t¸�´{¯N°�°L®a·�¼D«�·�¾Ï®a·+«�·'µ'«z½N®t´{³a°�«�·Õ®Ï/®t°`´`«�½N¹/²�®t°?Âa¯[®t°�®a¬�ò�«�¾Pª"¿TéÏ¯[µ'«�¹'¶�³a°
ì"³8À Ú�´`ª�°L¯N¯1ø]¹'®a·V´`«z²�¯[¬N¿�ò�¿yéß¿ãìxÞJ¿<´`ª'¯�'°`³a»/®t»&«�²�«�´gÂÏ³a¸´`ª�¯�«�·/µ'«�½N®t´{³a°�»m¯[«�·�¾Ë«z·É´`ª�¯1¬`®a¶�¯�øC¹/®a·V´`«�²�¯�´`ª�¯
¸�³P²�²�³QÀ�«�·�¾�Âa¯[®t°�«�¬!°`¯Nm³a°`´{¯[µ"Ä�Å$¬|«�´�½N®a·È»m¯�¬{¯N¯[·�¿"´`ª'¯�'°`³a»/®t»/«z²�«�´nÂ�³a¸®;»/®a·�¼Ð´`ª'®t´�°L®a·'¼]¬|ò�¿<éü³a°�ì
®a½N½�³a°Lµ'«z·�¾�´{³;®�¸Á¹'·'µ'®a¶�¯[·V´`®a²�«�·'µ'«�½N®t´{³a°�À�«�²�²�½�³P·C´`«�·]¹�¯�´{³1ª'®QÃa¯�´`ª'¯�¬`®a¶�¯�°L®a·�¼�´`ª�¯�¸�³P²z²�³QÀ�«z·�¾�Âa¯[®t°!«�¬
Ãa¯N°`Â�ª'«�¾Pª"Ä

í ¯�´`ª�¯[·Ð´{°L«�¯[µË´{³;®a¬`¬{¯[¬L¬�À�ª'¯N´`ª�¯N°�´`ª'¯�µ'«�Êm¯N°`¯[·C´�¬{¯[·'¬L«�´`«�ÃD«�´nÂ;³a¸-´`ª�¯�¶�®a«�·Ïº�¹�°`³am¯[®a·Ë»&®a·�¼]¬�¬{´{³D½`¼
'°L«z½�¯|´{³�´`ª�¯?½�³P¶�¶�³P·Ë¸Á®a½�´{³a°L¬N¿�¶�®[Â;»m¯�µ'¹�¯�´{³�´`ª�¯?µ'«�Êm¯N°`¯[·C´�Ãt®a²�¹�¯|³a¸T´`ª�¯[«�°�¸Á¹'·'µ/®a¶�¯[·V´`®a²<½Lª'®t°L®a½�´{¯N°`Î
«�¬{´`«z½N¬�«�·'µ'«�½N®t´{³a°J¬NÄ

Å$¬|®�Æ/°L¬{´$¯�±]/²�³a°L®t´{³a°`ÂÐ®a·/®a²�Â]¬L«�¬N¿�À�¯�°`¯N¾a°`¯[¬`¬`¯[µÈ½�°`³P¬`¬!¬{¯[½�´`«�³P·'®a²z²�ÂË´`ª�¯�¯[¬{´`«�¶�®t´{¯[µÐ¸Á®a½�´{³a°?²�³P®aµ/«�·�¾P¬
³P·Ë½�³P¶�¶�³P·�¸�®a½�´{³a°J¬�³a¸T®a²�²m´`ª�¯�»/®a·'¼]¬³P·�´`ª'¯|¸�¹'·/µ'®a¶�¯[·C´`®a²�«�·'µ'«�½N®t´{³a°J¬NÄ-©�ª'«�¬�¾P«�Ãa¯[¬�®�Æ'°L¬{´�«�·/µ'«�½N®t´`«�³P·
®a¬!´{³�À�ª�¯N´`ª'¯N°|´`ª�¯�¸�¹'·/µ'®a¶�¯[·C´`®a²x½Jª'®t°L®a½�´{¯N°L«z¬{´`«�½N¬!³a¸ºw¹�°`³am¯[®a·Ð»/®a·�¼D¬|«�·X�/¹'¯[·'½�¯?´`ª�¯[«�°!¬`¯[·'¬`«�´`«�ÃD«�´gÂË´{³
¶�³8Ãa¯[¶�¯[·V´`¬!«�·Ë´`ª�¯?¼a¯NÂ�¸Á®a½�´{³a°L¬NÄ�2ÒÅ�¬$¬{³P¶�¯?³a¸-´`ª�¯?«�·'µ/«�½N®t´{³a°L¬�®t°`¯�Ãa¯N°`ÂËª'«�¾Pª/²�Â1½�³a°`°L¯[²�®t´{¯[µ+ÚÁ¬`¯N¯�©x®t»/²�¯
ôPÞ�«z·�´`ª�¯?½�°`³P¬L¬�¬{¯[½�´`«�³P·"¿&®a·'µ�´`ª'¯N°`¯N¸�³a°L¯�'°`³8Ã]«�µ'¯�´`ª�¯?¬`®a¶�¯�´nÂ]m¯�³a¸2«�·�¸�³a°L¶�®t´`«�³P·ÕÚÁ®a·/µË¾P«�Ãa¯[·Ï´`ª�¯�Ãa¯N°`Â
¬`¶�®a²z²x¬L®a¶�/²�¯8ÞJ¿<«z·Ð´`ª'¯�¯[·'µÈ®;/®t°L¬`«z¶�³P·'«�³P¹'¬�°`¯N¾a°`¯[¬L¬`«�³P·È¬{m¯[½N«�Æ/½N®t´`«�³P·ÉÀ�®a¬�®aµ'³a'´{¯[µÕ«�·ÒÀ�ª'«z½LªÒ¸�®a½�´{³a°
²�³P®aµ'«z·�¾P¬<¸�³a°-¯[®a½Lª�¸Á®a½�´{³a°2À�¯N°`¯°`¯N¾a°`¯[¬`¬`¯[µ�«z·�´`¹'°L·�®t¾P®a«z·'¬{´-®!¬`«�·�¾P²�¯�¸�¹/·'µ'®a¶�¯[·C´`®a²C«z·'µ'«�½N®t´{³a°[Äx©�ª�¯�¸�®a½�´{³a°
�Kf�h^re`bjOstiu_}nlopn;h^`t_�h��ef�h$f�iu_?i[ìÃwyf�d�f�_est`{nlre`b`bh"sti ��� omh � `t_�h^nt� � omh^r�h^re`bnl`�þ�|yf�dpop�esRf�h^opi[_ent�N~�`{dpi�iuzK`t�©f�h"`tnlnl`b_@h^ogf�dgdmk7f�dpd
h^re`=qA|e_e�ef � `t_�h$f[d.op_y�}opsRf�h^i[j^nEc}j^`të@opiu|}nldmk�sbiu_enlog�2`bj^`R��op_�h^r}`"dpoph^`�j$f�h^|}j^`[�3t] Ì j^iunln;ºÁnl`tsbh^opiu_�j^`t��j^`tnlnlopiu_�dpopzK`�h^reiunl`,|}nl`R��re`�j^`�~�f[n�` � c}dgiRk�`t��w�k É dgf�_e_e`�jlk�f�_y�54Kf � `tn µ »7698 ¸ ¹Xh^i�f[nlnl`tnln�~,re`bh^r}`bjwyf�_ez@n�qAf[sbh^i�j*dgiufu�2og_}�Oi[_�nlr}i[jlhXh^`bj � wNiu_y��r}iudg�}op_e�=cN`bj^opi@��j^`�h^|}j^_en£~�f[n�j^`bd�f�h^`R�{h^i,h^re`³wyf�d�f�_est`�nlre`t`bh � ogn � f�h^s�r�wN`bh�~�`t`b_nlrei�jlh,h^`bj � f[nlnl`bh^nEf�_y��dpogf[w}ogdpomh^op`tnt�
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²�³P®aµ'«z·�¾P¬�¯[¬`´`«�¶�®t´{¯[µÒÀ�«�´`ª+�[ÛaÛaÛ�µ'®a«�²�ÂËµ'®t´`®DÄ|©�ª/«�¬�¶�®QÂË»m¯�Y`¹'¬{´`«�Æ'¯[µÏ·�³a´$³P·'²�Â�»m¯[½N®a¹'¬`¯�³a¸2´`ª'¯�¬{´{°L³P·�¾
¬{´`®t»/«z²�«�´nÂß³a¸�´`ª�¯;°L®a·'¼]«�·'¾Ð³a¸$»/®a·�¼D¬�®a½N½�³a°Lµ'«�·'¾Ò´{³È´`ª'¯[¬{¯Ë«�·'µ'«z½N®t´{³a°L¬N¿2»/¹'´�¯[¬`�¯[½N«z®a²�²�ÂÈ»m¯[½N®a¹'¬{¯�³a¸�´`ª�¯
ª�¯[®QÃCÂ;½�³QÃa¯N°L®t¾a¯�³a¸�´`ª'¯[¬{¯!»/®a·�¼D¬»CÂ1Æ/·'®a·'½N«�®a²�®a·'®a²�ÂD¬{´`¬�®t´�¶�®}Y{³a°�»'°`³a¼a¯N°J®t¾a¯?ª�³P¹'¬{¯[¬[¿]À�ª'«�½Lª�°`¯[¬L¹'²�´`¬«�·
´`ª�¯[«�°�»/®a²�®a·'½�¯�¬`ª'¯N¯N´�«�´{¯[¶�¬�»m¯[«�·'¾�øC¹'«�´{¯|À�¯[²�²�®a·C´`«�½N«�&®t´{¯[µË»]Â1´`ª�¯�¶�®t°`¼a¯N´NÄ × ³a°�´`ª�¯��[ÛaÛaÛ8ÎgútñañPú�m¯N°L«�³]µ
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´{³a°LÂ;ùx³8À�¯N°[¿�ijdzZ�\�Z�krd�\�]���Z�\�]�qe{}u&{OUTV�X|Y[Z�\�]X¿�éÐ®[ÂCÎgØP¹/·�¯a¿''"Ä-ÝVú8ÎrÝVê]Ä
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²�³P®a·DÎn²�³P¬`¬�°L¯[¬{¯N°`Ãa¯?®a·'·'³P¹'·'½�¯[¶�¯[·C´`¬N¿�UWV�XTYlZp\�]�V`_xijd&Z�\�Z�k�d*\�]���klV�Z�V��	d�k}{�¿/ÝVö]¿&úD�[Û8ÎgúaöaÛ]Ä

óCÄ × ®a¶�®D¿�º�Ä × Ä�¿ × °`¯[·/½Lª�¿ Ó Ä å Ä�¿�Úu�[ÛaÛaúPÞJ¿�©�ª�¯Ðï°`³P¬`¬ Ó ¯[½�´`«�³P·Ù³a¸|º-±Dm¯[½�´{¯[µ Ó ´{³D½`¼ å ¯N´`¹�°L·'¬[¿�P�RTS
UWV�XTY[Z�\�]�V
_xijdzZ�\�Z�klSN¿'þ-³P²ÇÄ2ÝCóC¿&ûd¬`¬L¹�¯�ú]¿'ÝVúPóQÎrÝVêaô]Ä

öaú
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