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The aim of this study is to investigate the relationship between gender diversity and the risk profile of
Italian financial institutions during the period 2013 to 2019. The paper examines whether the presence of
top executives has any significant effect on corporate risk-taking. A sample of 160 Italian financial
institutions was analyzed and a multivariate regression model was developed considering five risk
dimensions to verify the effect of gender diversity. The results suggest that female Chief Executive
Officers (CEOSs), Chief Financial Officers (CFOs) and Chairmans of the Board of Directors (CHAIRS) are
considerably less overconfident and less risky than their male colleagues, thus confirming a negative
causation between gender diversity and risk-taking. The findings reveal that financial institutions
headed by women are more risk averse since they account upper capital adequacy and equity to assets
ratios. As credit risk in female-run financial institutions is no diverse from male-run financial institutions,
higher capital adequacy does not come from minor asset quality because it is related to the greater risk

aversion of female top managers.
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INTRODUCTION

The effect of gender diversity on performance and
riskiness of a firm has been the focus of a number of
studies in economic and finance literature for many years.
The literature on board diversity has appealed a growing
interest in the last few years as many studies investigated
the impacts of women holding leadership positions on
corporate performance and corporate governance
(Burgess and Tharenou, 2002; Carter et al., 2003; Adams
and Ferreira, 2004, 2009; Farrell and Hersch, 2005).
Furthermore, many researchers and economists
guestioned whether growing involvement of women as

CEOs or as directors in the board could have limited
undue leverage and riskiness in the financial sector.
However, the financial literature does not yet fully
examine how the presence of female executives could
influence risk in financial institutions and this topic has yet
to be inspected particularly in financial industry. Gender
diversity in boards of directors has turned into a relevant
topic particularly in the financial sector since there is a
significant gap between the share of women employed in
financial institutions and their presence among bank
managers. Even though the market of labor is now nearly
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equal, women have a very limited admission to higher
echelons and their representation percentage in corporate
decision-making bodies is still small.

The small representation of women in the upper
executive positions of European financial institutions is
usually associated to the phenomenon known as the
glass ceiling. This is typically pictured as a set of
difficulties that produces an inaccessible obstacle made
up of structures, procedures, power relations, habits or
beliefs that confuse the access of a woman to high
directive positions (Powell and Butterfield, 1994; Adams
and Funk, 2012). These characteristics may signal the
presence of a glass ceiling in prior steps of the
professional career of female executives, decreasing the
number of possible candidates. This would suggest that a
limited group of female candidates is available for the
selection of a director. In such a context, the stereotypical
female risk aversion is found on psychological and
sociological studies (Atkinson et al., 2003). Hence, the
risk adverse attitude of women is claimed to be one of the
reasons why women do not reach top positions compared
to men, as achieving a top position within a firm or a
financial institution requires a somewhat risky attitude.

The purpose of this study is to examine the effect of
gender diversity on risk-taking behavior of Italian financial
institutions. The empirical results show that banks with a
woman in top management positions [Chied Executive
Officer (CEO), Chief Financial Officer (CFO) or
Chairperson of the Board of Directors — (CHAIR)] exhibit
lower levels of risk-taking variables. We assume that the
gender-based behavioral variances between men and
women are reproduced in the decisions of top executives
and directors, inducing the main financial and strategic
decisions of their firms in terms of risk appetite. For a
sample of 312 Italian financial institutions, the results
show a negative relationship between board gender
diversity and corporate risk-taking. These findings state
that women are more risk hostile than their male
colleagues and especially the presence of female
executives negatively impacts on the risk profile of the
financial institutions significantly. Moreover, even after
using many robustness tests, we find a significant
suggestion that a large female representation within the
board of directors or in top managerial positions affects
the risk profile of the Italian financial institutions.

LITERATURE
DEVELOPMENT

REVIEW AND HYPOTHESES

Studies in the extent of behavioral finance harassed the
possible effect of personal characters like gender diversity
on financial results (Barber and Odean, 2001). Regarding
the variances in risk aversion between women and men,
prior literature is prone to demonstrate a superior risk
aversion of women in investment decisions (Jianakipoulos
and Bernasek, 1998; Agnew et al., 2003), explaining this
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conclusion by the minor self-confidence of women than
men (Barber and Odean, 2001). Regarding corporate
investment decisions, risk-taking behavior may diverge
between male and female executives and especially the
presence of a female CEO can affect the risk-taking
behavior of financial institutions. Nevertheless, the
literature is less conclusive since some authors observed
a negative relationship between firm risk and the
attendance of female directors (Farrell and Hersch, 2005),
while others found an opposite result (Adams and Funk,
2012).

Gender diversity and corporate risk-taking

Risk-taking is a significant concern of human behavior as
it depends on whether the particular behavior could lead
to a specific result and whether some of these
consequences are disagreeable or unwelcome (Byrnes et
al.,, 1999). Thus, risk-taking comprises the decision-
making of choices that could induce to negative
consequences. Differences in gender-based behavioral
have been broadly inspected in the behavioral finance
and cognitive psychology’s literature. According to
numerous researchers in this area, risk-taking is related to
behavioral differences between men and women as they
act and behave differently. The main agreement of studies
on the comparison between women and men in terms of
risk preferences displays that men are more likely to take
risks than women (Jianakoplos and Bernasek, 1998;
Sundén and Surette, 1998; Charness and Gneezy, 2012).
The differences are explicated by biological factors (that is
genetic differences between women and men) and are
related to information processing, diligence, conservatism,
psychological and social considerations, overconfidence
and risk tolerance. In fact, women are less confident than
their male counterparts in general (Barber and Odean,
2001; Niederle and Vesterlund, 2007) as they are less
likely to aggressively behave and to take very risky
decision in professional situations. Some economic and
psychological studies suggest a gender-specific
explanation in risk aversion as women are found to be
more risk averse, than men, for instance in trading
behavior. In prior literature, Sundén and Surette (1998)
demonstrated that women are less incline to opt for risky
assets, particularly if they are maiden because they
perceive higher risks in this case. Likewise, not married
women tend to be considerably more risk hostile when
they allocate their total household wealth (Jianakoplos
and Bernasek, 1998). Anyway, the high risk aversion of
women is a gender difference that consistently is
highlighted in the literature (Croson and Gneezy, 2009;
Charness and Gneezy, 2012). Regarding the presence of
women in top managerial positions, Francis et al. (2015)
offered a significant suggestion for a greater risk aversion
and a upper degree of accounting conservatism of female
CFOs compared to men’s colleges. In a similar vein,
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Francis et al. (2014) suggested that female CFOs are less
tax-aggressive.

Also, the effects of gender-based behavioral variances
for financial decisions in a professional setting have
received growing attention in the literature over the last
years (Barber and Odean, 2001; Fehr-Duda et al., 2006;
Sarin and Wieland, 2016). Furthermore, prior literature
suggested that women are more risk averse and
conservative than men since they show less risky
behavior in individual investment decisions (Jianakoplos
and Bernasek, 1998; Barber and Odean, 2001; Dwyer et
al., 2002; Agnew et al., 2003; Watson and McNaughton,
2007). Also in the context of corporate investment
decisions there is a huge set of empirical data on whether
the presence of women in boardrooms favors risk-taking
(Cosentino et al., 2012; Faccio et al., 2016), but literature
is still less convincing. The research evidence in literature
about the influence of gender diversity on corporate
risk-taking is varied and the empirical findings are
sometimes inconclusive. These investigations can be
shared into two groups: those who show that gender
diversity decreases the company’s risk and those who
prove a positive influence or no indication of women
generating an influence on corporate risk.

Farrell and Hersch (2005), Croson and Gneezy (2009),
De Cabo et al. (2012) and Peni (2014) explored the
impact of female leaders on investment decisions and on
the risk profile of the company. The agreement of these
authors is that women are more risk averse in the
strategic decisions, reducing the exposure of the
company to risk. The main subject in favor of the inverse
relation between female managers and business risk is
the variances in risk appetite based in gender diversity.
Psychological and psychiatric valuations determined that
women are incline to be more risk averse than male
peers. The fundamental idea in the empirical investigation
is that gender-based variances in risk tolerance and
overconfidence persist in the professional setting where
the managers’ risk preferences impact on the financial
decisions of the company. On the contrary, Adams and
Funk (2012) affirmed a positive relationship between
female directors and firm risk while other studies (Loukil
and Yousfi, 2016; Sila et al., 2016) presented no
significant correlations between board gender diversity
and the tendency to take financial or strategic risk-taking.

Women in top managerial positions and financial
risk-taking

A few studies explored the effect of gender in financial
institutions and especially about its effect on risk profile,
the majority of the literature found that women are less
self-confident and more risk averse than men. The main
hypothesis is that risk-taking behavior varies between
male and female executives in financial institutions as
women engage in less risky undertakings, diminishing the
bank’s level of risk exposure. Prior findings in literature

concluded the risk aversion of the female leaders
(Bellucci et al., 2010; Elsaid, 2014; Palvia et al., 2015;
Faccio et al., 2016; Sila et al., 2016; Skala and Weill,
2018) and in particular, evidence showed that there is a
statistical and economic significant role of CEO gender
diversity for corporate risk decisions (Elsaid and Ursel,
2011). Moreover, companies having female CEOs count
more steady earnings and lower leverage, so that they are
able to better survive during a crisis period than those run
by male CEOs. Likewise, Wu and Truong (2014)
suggested that the presence of a female executive helps
to reduce risky financial decisions. In this regard, two
papers focused on loan officers’ gender and they
discovered that the default rates of loans attributable to
women are lesser than men’s ones (Beck et al., 2013).

On the contrary, a minority of prior studies demonstrated
that the attendance of women on board raises the risk of
the firms. For example, Adams and Funk (2012)
concluded that Swedish women directors are more
risk-loving than male directors. Also, Berger et al. (2014)
reported that the risk of the financial portfolio rises if the
proportion of female executives on the board of directors
increases. Berger et al. (2014) inspected the effects of
directors’ traits in board on risk-taking in German banks
and they documented a positive relationship between
female directors in boards of banks and portfolio risk.

Similarly, Zigraiova (2015) studied how the banks’ board
composition can impact on risk-taking behavior for a
sample of Czech bank. She obtained mixed evidence that
the percentage of female directors affects the risk-taking
behavior of banks depending on the different forms of
Czech banks and the diverse risk variables.

The topic of the study is whether women in top
management influence the risk policy of a financial
institution since females are more risk avoiding than men
according to most cited literature. Since women are
usually less prone to take risks and are more
conservative, we hypothesize that female CEOs, CFOs
and CHAIRs evaluate risks more conservatively, thus
holding higher level of equity capital and reducing default
risk of their institutions. Hence, the hypothesis is that
financial instutions with lower levels of riskiness tend to
have more women in top management positions. Based
on the literature review, the following research questions
are proposed:

H1: There is a negative relationship between female CEO
and corporate risk-taking

H2: There is a negative relationship between female CFO
and corporate risk-taking

H3: There is a negative relationship between female
CHAIR and corporate risk-taking

DATA AND METHODOLOGY
Data

This study explores the impact of gender diversity on risk-taking in



the Italian financial institutions. The sample is restricted to financial
institutions located in Italy as they are broadly subjected to similar
regulatory and governance backgrounds. The ltalian financial
system (as those in other states such as Germany, Austria,
Switzerland and Spain) has few large internationally active financial
institutions and it is characterized by small and medium-sized
financial companies. The selection procedures of the population
result in a sample of 160 ltalian financial institutions that are all
geographically localized and active in Italy according to the Bankit
bulletin statistics updated to December 31, 2019 for Italian banks.
The final sample consists of 1,120 year observations from 2013 to
2019. Different types of financial institutions operate in Italy:
brokerage firms (SIM), asset management companies (SGR),
leasing companies, factoring companies, payment institutions,
electronic money institutions (IMEL). We exclude banks from the
definition of financial institutions.
The preliminary data meet the following requirements:

i) it is required that the financial institutions are Italian;

ii) it is required that the financial institutions are active over the
period 2013-2019;

iii) balance sheet variables and information on corporate
governance over the period 2013-2019 must be available;

iv) the Italian branches of international financial institutions, payment
institutions, electronic money institutions (IMEL) are excluded from
the sample.

Starting from the entire population of Italian financial institutions, we
first remove from the sample the institutions that do not meet these
requirements. Doing so reduces the number of financial institutions
from 312 to 160 in the final sample. Data of corporate governance
were manually collected from annual reports that have been
downloaded from the institutions’ websites. This dataset has three
main benefits for the study of the association between gender
diversity and the risk profile of each institution.

First, the attendance of women in top managerial positions (CEO,
CFO and CHAIR) is very frequent in the sample so that the
investigation is not influenced by the specific traits of a particular
woman in a top managerial position. Second, the sample is large
and homogenous as all the selected institutions carry out related
financial activities, under the same supervision of Bank of Italy and
European Central Bank (BCE) and thus within the same regulatory
environment. They are small, medium and large financial institutions
predominantly involved in corporate, investment and commercial
financial activities. Hence, differences in risk through the institutions
are not affected by a specific business model. Third, all the financial
institutions have a simple and small management structure so that
the impact of female on corporate decision-making is better
identified than in compound corporate governance structure where it
is harder to separate the role of female executives and their
individual characteristics on fundamental decisions.

Variables measurements
Gender diversity variables

Gender diversity is the independent variable taken into account. We
proxy this variable regarding top managerial positions using three
measures as follows: (i) a dummy variable (F_CEO) that equals to 1
if there is a women holding the position of Chief Executive Officer
(CEO), and to O otherwise; (ii) a dummy variable (F_CFO) that
equals to 1 if there is a women holding the position of Chief
Financial Officer (CFO) and to O otherwise; (iii) a dummy variable
(F_CHAIR) that equals to 1 if there is a women holding the position
of Board Chairperson (CHAIR) and to O otherwise. These three
explanatory variables are used to proxy gender diversity because
they undoubtedly embody the most powerful management positions
within the strategic decision-making process of the institution.
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The data about the female CEOs, CFOs and CHAIRs are based on
a personal background inquiry. To build the research, the profile of
top executives was manually extracted largely from the annual
reports, web sites and other appropriate sources such as AIDA and
news releases. When these sources do not deliver satisfactory
information, we switch to other sources until we find the needed
information. In this case, the investigation is done through searching
for the name of a director in social media such as, Linked-In and
Facebook or researching for the name in director databases,
according to the availability of required data in a certain database
(e.g. Bloomberg, Boardroom insiders, Checkdirector).

Dependent variables

To analyze how gender diversity impacts on risk-taking, five
alternative conventional measures of financial risk were applied that
is CAR, CR, Z-score, NPL ratio and LLP ratio. The key explained
variable for risk-taking is the Capital Adequacy Ratio (CAR) stated
by the financial institution. The CAR - also known as Capital to Risk
(weighted) Assets Ratio, is the ratio of the financial institution’s
capital to its risk and it represents the most comprehensive measure
about the maintenance of more or less conservative risk appetite.
We also consider the Capital Ratio (CR) that is measured as the
ratio of the financial institution's Total Equity Capital to Total Assets.
CRis included in the model as an additional and complementary risk
measure that explains whether capital is detained based on risk
weightings or it is a nominal reserve buffer against adversative
events. Then, we keep in mind the Z-score, which is usually
expected as an indicator of insolvency risk in prior studies (Berger et
al., 2009). Z-score has been commonly applied to examine the
determinants of risk-taking and it has been widely used to capture
financial stability of companies (Agoraki et al., 2011; Altunbas et al.,
2012; Anginer et al., 2014, Lepetit and Strobel, 2015). Z-score
specifies the number of standard deviation that the return on assets
(ROA) has to go down below the expected value in order to reduce
equity. Since Z-score is contrariwise related to the likelihood of
insolvency, a high Z-score shows a low probability of failure. We also
embrace in the estimations the ratio of Non-performing (Impaired)
Loans to Total Loans (NPL ratio) and the ratio of Loan Loss
Provisions to Total Loans (LLP ratio) as alternative measures of risk.
NPL ratio is a common risk proxy as it is a credit quality measure
regarding the operational activity of the financial institution (Yeyati
and Micco, 2007; Berger et al., 2009; Agoraki et al., 2011; Schaeck
and Cihak, 2012). Non-performing loans are those that have
previously defaulted and loan loss provisions account for the related
realized losses. LLP ratio is the incurred cost to banks of adjusting
the loan loss reserve divided by total loans. Both ratios mirror the
existing credit risk, but also the concerns of previous policy led by
CEO.

Control variables

To add control variables in the regression model, the literature on
the causes of financial risk were analyzed (Berger et al., 2014;
Sghaier and Hamza, 2018; Skala and Weill, 2018). The selected
control variables are the most common ones in earlier studies on the
topic of gender diversity and risk policies of financial institutions.
According to previous literature (Palvia et al., 2015; Skala and Weill,
2018), we include in the model the size of the financial institution as
a control variable and defined it as the natural logarithm of total
assets (Size). As a large board has superior chance of counting
female members, board size were taken into account as the number
of directors in board (BoardSize) and we also consider board
independence as the number of independent directors (Boardindep).
Also, considered the relation of Loans to Assets (ShareLoans) and
the business model of the institution, counted by the share of fees
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within the total operating income (ShareFee) were considered.
Then, we finally controlled for the macroeconomic environment and
local market conditions using the amount of registered
unemployment in the region where the financial institution is
headquartered (Unemployment) (Table 1).

The model

To investigate how bank risk-taking (RT) is influenced by gender
diversity, the research model can be explained as follows:

RT;, = ay + BGender diversity;, + yControl variables;, + &,

Where, i refers to a financial institution; t refers to year and £, is a

stochastic error term. Gender diversity is defined as the described
above alternative female proxies: (i) F_CEO, (i) F_CFO (iii)
F_CHAIR. The full list of the alternative risk measures and gender
variables are contained in Table 2. To measure the influence of
female executives on risk-taking, we also control for the variables
that could possibly impact on the bank’s risk appetite. Also these
variables are summarized in Table 2.

To verify the hypotheses, we applied a linear regression model
using OLS method because of its general quality of minimized bias
and variance (Greene, 2004). In line with Baltagi (2001), we used
panel data, which give more variability and less collinearity among
the variables. The model has a number of predictors and we
controlled for individual heterogeneity using a fixed effects
estimation with standard errors clustered at the institution level. The
choice of a fixed effects model rather than a random effects one has
been confirmed with Hausman test (Baltagi, 2001). We also
employed the Breusch-Pagan test to check for residual
heteroscedasticity. We removed the firm-level heterogeneity through
the application of cross-sectional mean deviation data (Greene,
2004). Because of the dynamic nature of this model, the least
squares estimation methods produce biased and inconsistent
evaluations. Therefore, we used techniques for dynamic panel
estimation that deal with the biases of the estimates. To handle
issues related to endogeneity, the identification of exogenous
changes in gender characteristics is made by applying
difference-in-difference estimation techniques as in Berger et al.
(2014) to exploit exogenous changes in board composition rising
from mandatory executive retirements. Concerning the presence of
a causal effect from gender diversity to risk-taking behavior, the
reverse causality problem is addressed by the means of
instrumental variables methods, hypothesizing that the franction of
male directors with board relationchips to female directors could be
a valid mechanism for the franction of female directors.

RESULTS AND DISCUSSION

This section inspects the effect of different gender diversity
variables on risk-taking. The descriptive statistics of the
variables are comprised in Table 3 for the entire sample.
The findings show that the number of women attending
on top positions is low in ltalian financial institutions. A key
remark is that on average the percentages of female
CFOs and CEOs of financial institutions are of 29.0 and
26.0% respectively. On average, the proportion of female
CHAIRs is even lower as the Board Chiarperson is a
woman only in 14.0% of financial institutions. This
percentage is small compared to the number of female
executives in Italian industrial companies. In this regard,
we can claim that women are still missing in top
managerial positions. The partial attendance of women in
such these working roles can be justified by the

phenomenon of glass ceiling, limiting women’s ingress in
the influential positions in the hierarchy. We also note that
mean age of female and male executives is very similar,
suggesting that gender is not influenced by an age
variable. We calculate the Pearson correlations to
observe the relationships between the gender diversity
measures and the explanatory variables. Table 4 portrays
the correlation coefficients between the variables included
in the regression model.

The matrix (Table 3) indicates that the correlation
between the variables is not robust. The values display
that multicollinearity does not appear to be a severe issue,
since it is found far under the critical value. The
correlation coefficients confirm that the model is reliable
since the correlation between each of the variables is not
high and the highest grade of it is very acceptable. We
make estimates by by means of the mentioned five risk
variables alternatively and we look at the effects of the
explanatory variables (F_CEO, F_CFO, F_CHAIR) on
risk-taking of Italian financial institutions. The findings are
exposed in Table 4.

The results demonstrate that Italian financial institutions
handled by female executives, record a much smaller
variation in risk-taking than those run by men in top
management positions. In particular, female CFOs have a
negative and significant (significance at the 0.01 level)
effect on risk-taking, supporting the view that women are
more risk averse than men in making financial decisions.
Also female CEOs and CHAIRs heading financial
institutions are related with higher risk aversion
contributing to drop amounts of corporate risk (significance
at the 0.05 level).

The empirical results reveal that the behavioral
differences between men and women may have significant
consequences for corporate financial decisions. These
findings confirm the hypothesis and converge with those
of Faccio et al. (2016), Huang and Kisgen (2013), Barua
et al. (2010), Krishnan and Parsons (2008). The
conclusions of these prior studies are that female
executives are less confident and more risk hostile in
making financial decisions than their male counterparts.
The economic effect of gender on capital ratios (CAR and
CR) is strong especially for F_ CEO and F_CFO,
suggesting that female-led financial institutions hold upper
levels of capital buffers. The high estimation of capital
ratios does not originate from minor asset quality,
because no variance is detected for credit risk indicators
between male-led and female-led financial institutions.

The outcomes presented in Table 4 attest that no
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Variable

Description measure

Formula

Dependent variable
Risk-taking variable

Capital Adequacy Ratio (CAR)
Capital ratio (CR)

Z-score

Return on Assets
NPL ratio ;

Loans in year t
LLP ratio

year t

Independent variable
Gender diversity variable

F_CEO
F_CFO
F_CHAIR

Control variables

The ratio of capital to total risk weighted assets in year t
The ratio of Equity in year t to Total Assets in year t
Natural logarithm of the relation of a sum of mean Return

on Assets and Equity to assets to the standard deviation of

The ratio of Non-performing Loans (NPLs) in year t to Total

The ratio of Loan Loss Provisions in year t to Total Loans in

CAR;:= (Tierl capital + Tier2 capital)/Total risk weighted assets;

CRi= Equity/Assets;

Z-scorei = (ROA: + Equity to Assets;))/[SD(ROA))] with ROA that is the return
on assets computed by the ratio of net income to total assets; SD(ROA) that

is the standard deviation of ROA calculated for the period 2013-2019

Size The natural logarithm of Total Assets

BoardSize The number of board members

BoardIndep The number of independent directors
ShareLoans The relation of Total Loans to Total Assets
ShareFee The share of Net Fees in Total Operating Income

Unemployment

The level of registered employment in the region where the bank is headquartered

NPL;: = NPLs/TotalLoans;

LLP;:= LLPsy/TotalLoans;

A dummy variable that equals to 1 if the Chief Executive Officer is female and to 0 otherwise
A dummy variable that equals to 1 if the Chief Financial Officer is female and to O otherwise
A dummy variable that equals to 1 if the Board Chairperson is female and to 0 otherwise

important variances in credit risk estimations
occur, as the coefficients of NPL and LLP for
F_CEO, F_CFO and F_CHAIR are not enough.
Capital is also reserved for balance losses
suffered on Non-Performing Loans (NPLs), when
loan loss reserves are not satisfactory. In this
regard, it is likely that women-led financial
institutions preserve higher capital ratios because
they have higher credit risk. To exclude this

assumption, we expected the equation using
Non-Performing Loans (NPL ratio) and Loan Loss
Provisions (LLP ratio) and we found no variances
in credit risk between male- and female-led banks.
Greater capital levels are not reserved to cover
likely loan portfolio losses as female executives do
not manage financial institutions with higher NPLs
or larger Loan Loss Provisions (LLPs). Hence, the
attendance of women in top managerial positions

is allied with more prudent capital adequacy ratios
for the same amount of risk.

Concerning capital adequacy, we note that
gender diversity measures have a considerable
positive impact on capital ratios. Especially the
relation between female top managers (F_CEO
and F_CFO) and CAR is positive and statistically
significant  (significance at the 0.01 level),
supporting the view that women appointed to
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Table 2. Descriptive statistics of the variables (Panel data for the period 2013-2019).

Parameter Min Max Mean Std. Dev.
Capital Adequacy Ratio (CAR) 9.06 51.87 18.34 8.123
Capital ratio (CR) 6.152 40.141 13.82 4.885
Z-score -0.177 9.946 4.34 0.922
NPL ratio 0.009 24.743 3.95 4.356
LLP ratio -0.668 2.335 0.27 0.427
F_CEO 0 1 0.260 0.103
F _CFO 0 1 0.290 0.375
F_CHAIR 0 1 0.140 0.488
Size 16.283 21.654 18.25 0.856
BoardSize 7 18 12.804 3.245
BoardIndep 0.154 0.9 0.548 0.166
ShareLoans 34.215 96.876 87.69 12.617
ShareFee 12.501 45.330 25.93 6.453
Unemployment 2.2 31.04 13.21 5.08

N = 160 (number of Italian financial institutions). ZiTiN is the number of observations corresponding to each variable. The
number of observations differs due to the presence of missing values. T-values of two-tailed t-statistic test of mean difference.
Difference test is made assuming unequal variance in variables where the Levene test discards the homogeneity.

manage financial institutions are more risk unfriendly than
their male colleagues. This finding also stands when
applying CR as risk measure.

The negative relationship between gender diversity and
risk-taking is also confirmed by the results when we
contemplate the Z-score as a dependent variable. The
coefficients regarding F CEO and F_CFO are
significantly positive (significance at 0.05 and 0.01 level
respectively), which corroborating the hypothesis that
financial institutions run by female executives are related
to lesser insolvency risk.

To handle the endogeneity problem, we fitted the
sample including only those financial institutions in which
no replacements occurred during the sample period (i.e.
the institutions have a male or female top manager for the
total period of the analysis. The uses of a restricted
sample with no changes in the top management positions
provide a further check for the greater risk aversion of
female top managers. Hence, these findings support the
main estimations because financial institutions with a
CEO, CFO or CHAIR modification over the period do not
influence the results regarding the complete sample.

Additional estimations were implemented to have an
extensive outlook of the relationship between gender
diversity and risk. First, we re-form the estimates by
inspecting subclasses of financial institutions by size to
prove if the main results are verified for all sized
institutions. The determinants of risk can change
depending on size, consequently the influence of female
top managers can change according to this variable. The
size subsamples were constructed based on the median
of average total assets for the entire time period. Financial
institutions above the median size are classified as large
institutions, while the remaining ones are ranked as small

institutions.

First, we detected the positive impact of female
executives on capital adequacy in the both two
sub-sample, with a considerably larger impact to CAR
from F_CFO in the large institutions. The effect on CR is
detected for the large financial institutions only,
demonstrating that F_CEOQOs are more inclined to maintain
a high capital adequacy compared to weighted risks,
rather than as a simple leverage ratio. Likewise to the
principal regression outcomes, gender diversity does not
impact on credit and insolvency risks in both size
subsamples. This finding proves that upper -capital
adequacy is not correlated to persistent difficulties on the
credit portfolio side.

Second, we contemplate the possible role of the
macroeconomic context. Local economic environment
can distress the association between gender diversity and
corporate risk-taking in several ways. Regions
characterized by unemployment under the median are
categorized as robust economies, while the residue
regions constitute the feeble economy subsample. We
re-assess the equation for the two subsamples according
to the mean employment over the entire time period. On
the one hand, findings show that risk aversion of financial
institutions improved under poor economic conditions. On
the other hand, men and women respond inversely when
they face loan demands because of their diverse
sensibility to poverty. The estimations show that risk-taking
is not prejudiced by the local economic environment since
female CEOs are incline to uphold obstinately higher
capital adequacy in financial institutions situated both in
healthy and feeble economies. These results attest that
the capital buffer is not reserved to gap a lack of heftiness
in local economic environments since female-led banks
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Variable CAR CR Z-score  NPLratio LLPratio F _CEO F_ CFO F_CHAIR Size BoardSize Boardindep ShareLoans ShareFee  Unemployment

CAR 1.0000

CR 0.8213* 1.0000

Z-score 0.2023*  0.2241* 1.0000

NPL -0.069*  -0.1062*  -0.1627* 1.0000

LLP -0.0720*  -0.0517  -0.0889* 0.4743* 1.0000

F_CEO 0.1892*  0.2123* 0.0832* -0.0316 -0.0117 1.0000

F_CFO 0.1995*  0.2135* 0.0852* -0.0345 -0.0221 0.6287** 1.0000

F_CHAIR 0.1878* 0.2114* 0.0832* -0.0317 0.0117 06363  0.5323* 1.0000

Size -0.6645*  -0.7367*  -0.1845" 0.2282* 0.1432*  -0.2036* -0.2852*  -0.2036* 1.0000

BoardSize -0.0248 -0.0365  0.2074*  -0.1389 0.1343 -0.0923 -0.0845 -0.0914 -0.1483 1.0000

BoardIndep 0.2677 0.1078 -0.2349 0.0188 -0.1944*  0.3278* 0.3427* 0.3519* 0.1445 0.2892* 1.0000

ShareLoans 0.0050 0.0833* 0.0023 -0.1234*  -0.1344*  -0.0117 -0.0440 -0.0116 -0.0562* -0.1156 -0.0689 1.0000

ShareFee -0.0633*  -0.1436*  -0.0585 -0.0386 -0.1073*  -0.0465  -0.1793*  -0.1067* -0.0201 -0.1448 -0.0834 -0.1624* 1.0000

Unemployment ~ 0.0385 0.0792* 0.0166 -0.1581* -0.0505  -0.0631*  -0.0942*  -0.0635*  -0.0973* -0.1578 0.2492 0.0943* 0.1565* 1.0000

*** and *** represents the level of significance at the 0.10, 0.05 and 0.01 levels, respectively.
Table 4. The effect of gender diversity variables on risk-taking: main estimations.
CAR CR Z-score NPL ratio LLP ratio

F_CEO 0.8243***(0.465) 0.0683***(0.277) 0.0365**(0.099) 0.0133(0.276) 0.0179(0.047)
F_CFO 1.2243***(0.477) 0.6644***(0.275) 0.1597***(0.096) 0.3144(0.278) 0.0249(0.046)
F_CHAIR 1.5853*(0.599)(0.024) 0.8883*(0.239)(0.007) 0.1094(0.072)(0.005) 0.3955(0.359)(0.0016) 0.0295*(0.031)(0.002)
Size -5.6272%** -3.7449%** -0.1663*** 1.7792%* 0.0975***
BoardSize 0.0207(0.391) 0.024 -0.0333(0.227) 0.147*(0.040) (0.208) 0.0143**(0.233) (0.016) 0.0157*%(0.017) (0.018)
BoardIindep 0.0311(0.032) -0.0342(0.186) 0.164**(0.217) 0.017*(0.023) 0.0175*(0.022)
ShareLoans 0.098(0.032) -0.0556*(0.013) -0.0488*(0.007) -0.0167(0.066) -0.0373(0.008)
ShareFee 0.0054(0.0425) -0.0962*** (0.011) -0.0252***(0.009) -0.0078(0.035) -0.0123***(0.004)
Unemployment 0.1717*+%(0.043) 0.1287***(0.026) 0.0064 (0.008) 0.0377(0.043) 0.0077* (0.006)
Intercept 115.2088*** 80.9975*** 7.4754%** -28.8105*** -1.4033***
R-squared 0.4224 0.5573 0.0368 0.0446 0.0262

Panel fixed effects (within) estimation (significant Hausman test); Bank-level clustered robust standard errors are in brackets.
* ** and *** represents the level of significance at the 0.10, 0.05 and 0.01 levels, respectively. Standard errors are in brackets.

display considerably higher levels of CAR and CR.
Once more, credit risk is an unrelated variable in

counting capital amounts, as neither the NPL ratio
nor the LLP ratio shows a statistically significant

coefficient for F_ CEO, F_CFO and F_CHAIR.
Both sets of data are not presented in a specific
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Table 5. Robustness checks.

CAR CR Z-score NPL ratio LLP ratio
F_CEO 0.8167***(0.468) 0.0673***(0.254) 0.0379**(0.086) 0.0145(0.288) 0.0191(0.058)
F CFO 1.2223**(0.492) 0.8762*** (0.253) 0.1573*** (0.082) 0.3194(0.287) 0.0223(0.039)
F_CHAIR 1.5997*(0.576) 0.6345*(0.233) 0.1095(0.072) 0.3877(0.387) 0.0369(0.037)
ShareDeposits -0.0098 0.0170 -0.009 -0.0074 -0.0078%**=*
Control variables Yes Yes Yes Yes Yes
R-squared 0.4366 0.5553 0.0366 0.0478 0.0392
F CEO 0.8213***(0.489) 0.0693*** (0.284) 0.0379**(0.082) 0.0169(0.246) 0.0155(0.075)
F_CFO 1.2342***(0.479) 0.8893***(0.285) 0.1564**(0.058) 0.3133(0.271) 0.0214(0.037)
F_CHAIR 1.6118**(0.598) 0.6447***(0.228) 0.1119%(0.080) 0.4107(0.376) 0.0289(0.032)
Per-capita Income -0.0462** 0.0645*** 0.0093 -0.0520* -0.0022
Control variables Yes Yes Yes Yes Yes
R-squared 0.4382 0.5579 0.0374 0.0392 0.0266

Panel fixed effects (within) estimation (significant Hausman test); Bank-level clustered robust standard errors are in brackets. ***,

0.05 and 0.01 levels, respectively.

table to save space in the paper. In order to check
the robustness of the results, we also re-estimate
the main model by including two different variables.
Table 5 shows these estimates.

First, we comprise the deposits to assets ratio as
an explanatory variable. Specifically, this variable
can be intended as an important control variable
as it represents the set of assets. Since various
studies validated this ratio as a measure of
corporate risk, we decide to include this ratio in
order to test the main estimations. We attain the
same results: especially F_CEO and F_CFO are
significantly positive when explaining CAR and
CR, while they are not important for both credit risk
measures. Second, we take into consideration the
pre-capita income in the local economy and we
define it as the amount of registered income in the
region where the financial institution is
headquartered. The aim is to comprise an added
variable regarding the local economic environment
as well as for the companies’ financial situation in

every district. The main findings are confirmed for
CAR and CR.

Conclusion

In this paper we investigated how gender diversity
impacts on risk-taking of financial institutions in
Italy. More specifically, we examined the effect of
female top managers’ behaviors on risk that we
captured by five different risk proxies. In the past
decade, the relation between board gender
diversity and firm performance has gained
considerable attention from numerous scholars,
but the association between female executives
and risk-taking in financial institutions was unclear
yet.

The analysis reveals that there is a negative and
significant association between the gender of
persons in top managerial positions and the risk
profile of the financial institutions. In particular, the

and *** represents the level of significance at the 0.10,

results confirm that Italian financial institutions led
by female executives show a reliably high amount
of capital, identified by capital adequacy (CAR)
and the equity to asset ratio (CR). The economic
impact of gender on capital ratios (CAR and CR) is
positive and statistically significant particularly for
F_CEO and F_CFO. The high capital amount does
not initiate from minor asset quality, as no variance
is detected for credit risk variables between
male-run and female-run financial institutions. The
suggestion on the greater risk aversion of female
executives develops the understanding of
risk-taking behavior in financial institutions. It also
offers some political suggestions for regulatory
authorities within the financial sector. Actions
employed to restrict extreme risk-taking behavior
of financial institutions should not be limited to
capital requirements in order to avoid moral
hazard behavior. In this regard, the effort ended by
political bodies to encourage parity between
women and menin top managerial positions of



listed companies and financial institutions proved to be
beneficial since the attendance of female directors in
boards may contain corporate risk-taking. Hence,
regulators could steer the corporate governance of
financial institutions by promoting participation of women
in corporate bodies. Nevertheless, the only provision of a
guota for women is not sufficient. The prominence should
be on the selection of women with managerial experience
and qualifications on board of directors. The regression
analysis in fact demonstrates that the attendance of
women in top managerial positions influences negatively
the risk profile of the institution since female CEOs, CFOs
and CHAIRs tend to take more conservative risk
strategies because they choose a cautious attitude to face
risky decisions than their male colleagues, in line with
Perryman et al. (2016).

This paper aims to bridge the research gap concerning
gender diversity in Italian financial sector. In particular, the
existing literature shows little empirical evidence
converging on the impact of gender diversity on corporate
risk-taking in financial sector and the limited studies that
explored this topic focused mostly on the influence of
CEO gender. Moreover, no study examines this issue in
Italian financial industry. Therefore, this study contributes
in several ways to the existing literature on how the
attendance of women in top managerial positions could
impact on corporate risk-taking. Results confirm prior
studies by proposing that gender differences in risk
appetite and risk tolerance can have significant
consequences for Dbusiness decision-making and
governance. Overall, the results recognized that female
executives may essentially encourage less risky financial
decisions and more conservative strategies, in line with
the supervisors’ interests. We believe that the effects of
gender diversity on risk profile may have significant
consequences for regulators, financial supervisors,
depositors and other stakeholders. We can also endorse
that the attendance of women in high managerial
positions could have a significant impact in gaining a
stable financial system eluding the disorder that can be
spread to the real economy. Regulators will be able to
further reduce corporate riskiness through more
regulations about gender diversification. From a public
political perspective, the accepted welfares of female
leadership for financial stability may be of interest of
regulators in setting future policies for stimulating gender
equality and the progression of women in business. In
general, the progression of women in financial industry
may be consistent with the main supervisors’ interests
since gender diversity may encompass useful
complementary information for assessing the security of
financial institutions.

Results must be placed in relation with the limitations of
the study. Firstly, although the findings show that female
top managers influence risk-taking, this does not imply
that only gender diversity does matter at all. As exposed
by Adams and Ferreira (2009), the influence of gender
diversity in management positions depends on the setting
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of the firm’s internal corporate governance. Precisely,
female CEOs and Board Chairpersons may growth the
risk checking ability of boardrooms and thus act as an
extra control mechanism in companies with fragile
governance structures (Nguyen et al., 2015). Hence, it is
remarkable to inspect whether the impact of board gender
diversity on corporate risk-taking may be existing in firms
characterized by less developed corporate governance
structures. This is an interesting starting point for future
research.

Secondly, this research did not observe gender diversity
by female top managers’ education and demographic
characteristics. Would the same or similar findings be
found in different gender diversity specifications of top
managers? Hence, future research could examine the
influence of female management on bank risk profile by
these classifications. Another potential restraint concerns
the geographical location of the analysis. Would similar
results be appreciated in other countries, either developed
or developing? Although additional research needs to be
done in a developing financial sector where very little is
acknowledged about governance structure and its effect
on risk profile, this research represents anyway an
opportunity for women to progress into the business elite,
for financial institutions to improve gender diversity in
corporate governance, and for politicians looking for
political measures that promote gender diversity in
European financial institutions’ boards.
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