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THE RE LA TI ON SHIP BET WE EN 
DE PO SITS WITH BANKS AND 
BANKS’ LO ANS DE PENDS ON 
THE SI ZE OF THE BANK (CA SE 
STUDY OF SER BIA)
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De po sits are the che a pest 
funds ob ta i ned by a bank which 
are mostly in ve sted in lo ans. 
The ob jec ti ve of the pa per is 
to iden tify if the re is any dif e-
ren ce in cor re la tion bet we en 
de po sits and lo ans among com-
mer cial banks of dif e rent si zes. 
This pa per con tri bu tes to the 
exi sting ban king li te ra tu re by 
ex plo ring the strictly re gu la ted 
ban king in du stry and is one of 
the few to in ve sti ga te the cor re-
la tion bet we en de po sits and in-
vest ments in com mer cial ban-
king in ge ne ral.

1 Ra do mir Ša lić, Van red ni pro fe sor, Uni ver sity Me tro po li tan, Fa culty of Ma na ge ment, Be o grad. ra do mir.sa lic @me tro po li tan.ac .rs
2 https://www.nbs.rs/in ter net/ci ri li ca/50/50_5.html: This si te shows the ac hi e ved re sults in the In co me sta te ment as of 
30/06/2019 whe re, for exam ple, the sha re of in te rest in co me from in vest ment in lo ans is: in Ban ca In te sa 69.4%, in Ko mer ci jal na 
ban ka 66.8%, etc. 

IN TRO DUC TION

De po sits are a bank’s fi nan cial li a bi lity to tho se who gi ve 
the ir mo ney to the bank and, at the sa me ti me, the ba sic, che-
a pest, and the hig hest qu a lity so ur ce of fun ding ava i la ble 
on the fi nan cial mar kets. “De po sits are the fo un da tion upon 
which banks thri ve and grow. They ha ve a uni que po si tion 
in a bank’s ba lan ce she et that dif e ren ti a tes it from ot her le-
gal en ti ti es. De po sits pro vi de most of the raw ma te ri als for 
bank lo ans and thus re pre sent the ul ti ma te so ur ce of bank 
pro fits and growth” (4). De po sits al so play a pi vo tal ro le in 
a bank’s fun ding, as a pre do mi nant por tion of com mer cial 
bank’s as sets is usu ally fi nan ced thro ugh cu sto mer de po sits 
(2, 14). Among ot her things, com mer cial banks col lect de-
po sits, thro ugh the net work of the ir bran ches and agen ci es, 
and this ac ti vity, known as fund mo bi li za tion, is con si de red 
an ‘in put’ ac ti vity of the bank (1, 175-212).

An in cre a se in de po sits in cre a ses a bank’s fi nan cial and 
cre dit po ten tial. The ma na ge ment of a bank’s bu si ness po-
licy is di rectly de pen dent on the de po sit le vel, struc tu re, and 
ma tu rity.

The most im por tant and the most com mon bank in vest-
ments are in vest ments in lo ans, as banks ge ne ra te the hig hest 
in co me from the se in vest ments. Most re se arch shows that 
banks ge ne ra te two-thirds of the ir re ve nue from cor po ra te and 
re tail len ding2. Ex pe ri en ce shows that Eu ro pean banks ma inly 
in vest in lo ans, as op po sed to US banks, whe re banks’ in vest-
ments are much mo re di ver si fied, espe ci ally in vest ments in se-
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cu ri ti es. When it co mes to do me stic ex pe ri en ce, the banks’ in vest-
ment po licy is ba sed on re tail and cor po ra te len ding. If the bank 
wants to ac hi e ve short-term go als, it fa vors re tail in vest ments. 

This re se arch aims to de ter mi ne if the re is a dif e ren ce in the 
le vel of cor re la tion of de po sits and in vest ments in lo ans bet we-
en com mer cial banks of dif e rent si zes. The sco pe of the re se-
arch in clu des com mer cial banks in Ser bia.

MET HO DO LOGY AND DA TA

Ser bia’s ban king system com pri sed 26 com mer cial banks (3, 2) 
on Ju ne 30, 2019, with as sets of 3,800 bil lion di nars (EUR 32 
bil lion). The re are hu ge dif e ren ces in the si ze of the ir as sets 
ran ging from 6,000 mil lion di nars (ap pro xi ma tely EUR 50 mil-
lion) to 600,000 mil lion di nars (ro ughly EUR 5 bil lion). For the 
pur po se of the re se arch, banks are clas si fied in to three gro ups: 
small, me di um, and lar ge banks.

Small banks com pri se 13 banks with as sets worth 6,000 mil-
lion to 100,000 mil lion di nars (EUR 50 to 850 mil lion). The se 
banks ma ke up 50% of all banks in Ser bia, and the ir to tal as set 
va lue amo unts to 397,000 mil lion di nars (EUR 3.3 bil lion), which 
is only 10.43% of the to tal as sets of all banks. Me di um-si zed 
banks, 9 of them, ma ke up 34.6% of the to tal num ber of banks, 
with as sets va lue of 43.32% or 1,600 bil lion di nars (slightly less 
than EUR 14 bil lion). fo ur lar ge banks ac co unt for only 15.4% of 
banks or, but with the most sig ni fi cant as set va lue ac co un ting 
for 46.25% of to tal as sets or 1,760,000 mil lion di nars (slightly 
less than EUR 15 bil lion) in re la ti ve va lu es.

We stu died the cor re la tion or de pen den ci es bet we en de po-
sits “x” (in de pen dent va ri a ble) and in vest ments in lo ans “y” 
(de pen dent va ri a ble). We will de ter mi ne the re la ti on ship bet-
we en de po sits and lo ans cu mu la ti vely for all banks and by gro-
ups of banks, small, me di um, and lar ge, ba sed on the ir as set 
va lu es sta ted in ba lan ce she ets as of Ju ne 30, 2019. The sta ti sti cal 
cal cu la tion (co ef  ci ent of cor re la tion, re gres sion li nes, and co ef-
fi ci ent of de ter mi na tion) was per for med in Ex cel.

RE SULTS AND DI SCUS SION

The to tal va lue of 26 banks’ as sets, as of Ju ne 30, 2019, amo-
un ted to 3,809,980 mil lion di nars, or ap pro xi ma tely EUR 32.2 
bil lion. The to tal va lue of all de po sits amo un ted to 3,020,409 
mil lion di nars (ap pro xi ma tely EUR 25.6 bil lion), and the to tal 
va lue of all lo ans amo un ted to 2,425,581 mil lion di nars (ap pro-
xi ma tely EUR 20.5 bil lion).
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The va lue of de po sits and lo ans is al ways lo wer than to tal as-
sets sin ce no com mer cial bank in vests so lely in lo ans, but al so 
in vests in ot her forms of as sets, such as se cu ri ti es, li qu i dity re-
ser ves with the cen tral bank, etc.

Ta ble 1: The struc tu re of the com mer cial ban king system in Ser bia

Gr o up Num ber 
of banks Sha re in % As set va lue in 

DI NARS mil li on 
Sha re of as set 

va lue in %
De po sits in 

DI NARS mil li on 
Lo ans in 

DI NARS mil li on 
Small banks 13 50.0% 397,458 10.43% 301,434 271.345
Me di um banks 9 34.6% 1,650,475 43.32% 1,312,759 1,048,037
Lar ge banks 4 15.4% 1,762,046 46.25% 1,406,216 1,106,198
To tal 26 100.0% 3,809,980 100.00% 3,020,409 2,425,581

The first step was to re se arch the ge ne ral re la ti on ships bet-
we en de po sits and lo ans for all 26 banks. The cor re la tion co-
ef  ci ent bet we en de po sits and lo ans for all 26 banks of 0.9737 
shows a ro bust po si ti ve li ne ar cor re la tion bet we en de po sits and 
lo ans, as pre sen ted in Chart 1. 

Chart 1: To tal de po sits and lo ans of all banks in Ser bia scatt er plot as of Ju ne 
30, 2019

The equ a ti on of the li ne ar re gres sion mo del is:
y = 0.7713x + 3.686

whe re x de no tes de po sits, and y de no tes lo ans. It is as su med 
that in the equ a ti on x = 0, the va lue of lo ans sho uld be: y = 3.686 
mil lion di nars. Even if the re are no de po sits, the re wo uld be 
so me lo ans, as a bank, apart from de po sits, has ca pi tal and bor-
ro wings that co uld be partly in ve sted in lo ans.

With the in cre a se of va ri a ble x by one mil lion di nars, pr o-
jec ted in vest ments in lo ans wo uld in cre a se by 0.7713 mil lion 
di nars. The co ef  ci ent of de ter mi na tion equ als 0.9481.
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Clas si fi ca tion of banks in to three gro ups, small (r1), me di um (r2), 
and lar ge banks (r3), ma ke the cal cu la tion of re le vant cor re la tion 
co ef  ci ents by gro ups pos si ble.

The re la ti on ship bet we en de po sits and lo ans of small banks 
is de scri bed by the co ef  ci ent of cor re la tion of y = 0.968 and the 
co ef  ci ent of de ter mi na tion by R2 = 0.9481.

Chart 2: Ag gre ga ted va lu es of de po sits and lo ans of the small banks

The equ a ti on of the li ne ar re gres sion mo del for the gro up of 
small banks is:

y = 0.968 x – 1.573
The in cre a se in the va lue of va ri a ble x, i.e., de po sits, by 1 

mil lion di nars, wo uld in cre a se small banks’ lo ans by 0.986 mil-
lion di nars. The co ef  ci ent of de ter mi na tion R1

2 is al so very 
high and equ als 0.984. The cor re la tion co ef  ci ent of 0.991 shows 
a ro bust li ne ar po si ti ve cor re la tion bet we en va ri a bles x and y, 
re ve a ling that small bank in vest ments in lo ans are highly de-
pen dent on de po sits. The cor re la tion co ef  ci ent of small banks 
is hig her than the co ef  ci ent of all banks, as:

0.991 > 0.973
The lo west de po sit of small banks in our exam ple is 3.028 

mil lion di nars, and the hig hest is 69.507 mil lion di nars. If one 
small bank in ve sted or col lec ted 100,000 mil lion di nars of de po-
sits, then, ac cor ding to this li ne ar re gres sion mo del, in vest ment 
of funds co uld be ex pec ted to amo unt to as high as 96.798,43 
mil lion di nars, i.e.:

y = 0.968 x 100.000 - 1.573 = 96,798.43 mil lion di nars.
The re fo re, small banks’ uti li za tion ra te of de po sits is very high. 

The cor re la tion co ef  ci ent R1
2 or the re li a bi lity co ef  ci ent for small 

banks equ als 0.9824, which me ans that the mo del is very re li a ble. 
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Me di um-si zed banks in clu de banks with as sets in the ran ge of 
ap pro xi ma tely EUR 800 mil lion to EUR 2.5 bil lion. 

Chart 3: Ag gre ga ted va lu es of de po sits and lo ans of the me di um si ze banks

The re gres sion fun ction of me di um-si zed banks in Ser bia is al-
so li ne ar and po si ti ve and is pre sen ted as:

y = 0.4914x + 44766
Co ef  ci ents of de ter mi na tion is R2

2 = 0.468. This re sult shows 
that the cor re la tion co ef  ci ent of va ri a bles x and y (de po sits and in-
vest ments) of me di um-si zed banks is much lo wer than that of small 
banks and is in the ran ge of mo de ra te cor re la ti ons. The re li a bi lity 
of the me di um-si zed bank mo del (R2

2) is lo wer than that of small 
banks, as well as the co ef  ci ent of de ter mi na tion of all banks.

Lar ge banks in clu de banks who se as sets are in the ran ge of 
over 251,509 mil lion di nars or over EUR 2 bil lion. The re are fo ur 
lar ge banks in Ser bia, and they co ver the most sig ni fi cant part of 
de po sits and lo ans.

Chart 4: Ag gre ga ted va lu es of de po sits and lo ans of the lar ge banks

The re gres sion fun ction of lar ge banks in Ser bia is al so li ne ar 
and po si ti ve and is pre sen ted as:
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y = 0.8117x -8.818
The cor re la tion co ef  ci ent of 0.8117 al so shows a strong 

li ne ar po si ti ve cor re la tion bet we en de po sits x and lo ans y. 
Loan in vest ments are highly de pen dent on the si ze of de-

po sits, sig ni fi cantly mo re de pen dent than in me di um-si zed 
banks and less de pen dent than in small banks.

The re se arch re sults show that in vest ments of banks’ 
funds in lo ans lar gely de pend on the si ze of bank de po sits. 
Ho we ver, the le vel of de pen den ce me a su red by the cor re-
la tion co ef  ci ent dif ers among small, me di um, and lar ge 
banks’ gro ups. The analysis shows that:

• small bank in vest ments in lo ans de pend ma inly on 
the si ze of bank de po sits,

• me di um si ze bank in vest ments in lo ans are less de-
pen dent on de po sits than small and lar ge banks.

Me di um-si zed banks be ha ve mo re com for tably than lar ge 
banks and, espe ci ally, small banks. They in vest a sig ni fi cant por-
tion of the ir de po sits in se cu ri ti es (go vern ment bonds) they buy 
thro ugh re po and ot her fi nan cial tran sac ti ons from the cen tral 
bank, thus en su ring for them sel ves a se cu re but slightly lo wer 
in co me than the in co me they wo uld ge ne ra te from in vest ments 
in lo ans. 

CON CLU SION

The re se arch con fir med the ini tial as sump tion that the si ze 
of com mer cial bank de po sits sig ni fi cantly af ect the si ze of 
bank in vest ments in lo ans. This im pact is the most sig ni fi-
cant in small banks. Be si des lo ans, me di um and lar ge banks 
in vest in se cu ri ti es, de po sits with the cen tral bank, and ac-
co unts with cor re spon dent banks. Among di ver se paths for 
fu tu re re se arch, it wo uld be in te re sting to in ve sti ga te the re-
la ti on ship or le vel of in ter de pen den ce bet we en de po sits and 
ot her in vest ments such as in vest ments in the ca pi tal and 
mo ney mar kets. In ad di tion, a mo re in-depth study of loan 
and de po sit uti li za tion ef  ci ency sho uld be do ne ba sed on 
fac tors such as bank cli ent be ha vi or.
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ODNOS IZMEĐU 
UZETIH DEPOZITA I 
DATIH KREDITA ZAVISI 
OD VELIČINE BANKE?
REZIME
Ključne reči: Bankarski depoziti 
i krediti, male, srednje i velike 
banke, Srbija.

Depoziti su najjefiniji izvor sre-
dstava koje banke najvećim de-
lom plasiraju u vidu kredita. Cilj 
ovog rada je da ispita da li ima 
razlike u korelaciji između visine 
depozita i datih kredita između 
komercijalnih banaka različite 
veličine. Ovaj rad dopunjuje 
postojeću literaturu o banka-
ma,  koja se bavi strogo regulisa-
nom delatnošću banaka i jedan 
je od nekoliko istraživanja korel-
acije između depozita i plasma-
na kod komercijalnih banaka.


