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Abstract . Reuts @  Comcwsions

Our results show that there is a strong correlation between
capital/assets and asset growth rate and a weak correlation with
cash/assets. These result do not accord with our priors—we expected
higher capital to asset ratios to be associated with greater cash
holdings and slower bank growth, since more capital at risk suggests
banks will be more cautious.

The equations for our models are the following
Vie=Po + P1 X + P2XG + P3XG + PAXG + 0+
v, = cash to assetratio

b, = coefticient for regional bank change

*Thus project analyzes bank balance sheets from Germany during the
period 1897-1933. The objective 1s to see if banks that hold lugher
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*The first part of the project was to compile individual bank sheets from
1895 to 1933 mmto a simngle database. Although aggregate banking data 1s

*The cash to assets ratio dimunishes as capital to assets mcrease.
The results are significant at the 10% level, suggesting weak
correlation

Vie = Po T P1Xg + PaXip + P3X + PaXip + PsDie + PsDyg + 0 + 1y
v, = asset growth rate
3, = coefficient for log(total assets)
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