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Bank market power and revenue diversification: Evidence from

selected ASEAN countries
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4. Conclusion

This paper investigated the association between bank market power and revenue diversification using a sample of 153
commercial banks from five selected ASEAN member countries (Indonesia, Malaysia, the Philippines, Thailand and Vietnam)
during 1998-2008 and 2000-2006 (excluding crisis years). Following Turk-Ariss (2010), we employed bank-level measures
of competition and found a non-linear association between bank market power and revenue diversification. At lesser degrees
of market power in loan and deposit markets, bank managers focused more on new growth opportunities in non-traditional
markets, leading to a higher non-interest income. Those banks with greater degrees of bank market power, however,
concentrated more on traditional interest-based products. We also found that the association between bank market power
and revenue diversification had changed over time, suggesting that credit losses experienced by banks earlier, during and
after the AFC encouraged ASEAN banks (especially those with market power in the deposit markets) to diversify into non-
traditional activities to compensate for their losses. When the markets recovered and loan demand increased, however,
traditional interest-based business has become more important. After excluding the crisis years (1998 and 1999 due to the
AFC and 2007 and 2008 due to the GFC), our results remained consistent across all models.
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