
Does the geographical complexity of the Colombian financial conglomerates
increase banks’ risk? The role of diversification, regulatory arbitrage, and funding
costs - Portal de Investigaciones Económicas

Does the geographical complexity of the Colombian financial conglomerates increase banks’
risk? The role of diversification, regulatory arbitrage, and funding costs

Does the geographical complexity of the
Colombian financial conglomerates
increase banks’ risk? The role of
diversification, regulatory arbitrage, and
funding costs
JOURNAL OF BANKING &amp; FINANCE
DOI: 
https://doi.org/10.1016/j.jbankfin.2021.106076
Publicado: 
Miércoles, 5 Enero 2022
Authors:
Pamela Andrea Cardozo-Ortiz,
Paola Morales Acevedo,
Andrés Murcia,
Rosado Alejandra
Clasificación JEL: 
E52, F65, G21, G28, G32
Descargar documento

Lo más reciente
Evaluación de los efectos de las recientes normas de provisiones sobre la asignación del
crédito de consumo en Colombia
Diego Fernando Cuesta-Mora, Fredy Alejandro Gamboa-Estrada, Camilo Eduardo Sánchez-
Quinto
Educación e inclusión financieras en América Latina y el Caribe: programas de los bancos
centrales y las superintendencias financieras
María José Roa-García, Gloria Amparo Alonso Masmela, Nidia García Bohórquez, Diego A.
Rodríguez-Pinilla
Deuda Pública, Expectativas sobre el Déficit Fiscal y su Transmisión al Componente Cíclico de
las Tasas de Interés de Largo Plazo
José Vicente Romero-Chamorro, Hernando Vargas-Herrera
Otras Publicaciones

During the last decade Colombian international financial conglomerates (IFCs) expanded
abroad, significantly increasing their geographical complexity. This paper analyzes the effect
of changes in geographical complexity on the level of bank risk. We used the z-score as a
measure of bank risk and as a measure of geographical complexity, the number of countries
where a Colombian IFC has bank subsidiaries. Our results suggest that complexity is
associated with higher levels of banks' risk, due to the Colombian expansion overseas to
countries with large GDP co-movements and lower regulatory qualities. In addition, we found
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some evidence that complex banks increase their demand for external funds when the
internal cost of capital increases. Moreover, local monetary policy affects the relationship
between banking complexity and bank risk.
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