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Abstract:

Purpose: This study aims to explore whether the presence of a CSR committee is effective in
mitigating the bank tail risk. Next, how individual CSR committee attributes contribute to these
associations.

Design/methodology/approach: Using data from the US banking sector, the final sample consists of
583 bank-years from 130 banks. The authors start with bank-year fixed effect regression analysis.
Further, they used bank-level cluster effect, Fama-MacBeth regression, and Weighted least squares
regression for robustness. For endogeneity, they also apply 2SLS and GMM.

Findings: Our regression estimation documents that the existence of a CSR committee effectively
reduces the tail risk in the banking sector. Our main findings are robust with different regression
settings and alternate proxies of tail risk. Further, we also confirm the existence of this relationship
with different levels of corporate governance (CEO duality, board independence, board size, and
gender diversity) and corporate social responsibility.

Social Implications: Enhancing comprehension of the CSR committee's influence on banking tail risk
is pivotal for banks in refining their sustainability strategies, a matter of significant societal
importance. This research contributes to advancing the UN SDGs, particularly Goal 17, which
emphasizes fostering partnerships to achieve common objectives.

Originality/value: Prior research has intensively focused on whether CSR policies are associated with
bank risk-taking. In addition, it has mostly formulated the causality from ESG performance to bank
risk; hence, the literature lacks heterogeneity in this respect. Our investigation validates that the
presence of a CSR committee in the financial sector effectively enhances the bank’'s ESG
performance and mitigates its risk.
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Introduction

COP26 has highlighted the importance of climate change and the world is ever more
aware of the challenges posed by climate change. After COP26, achieving net zero
emissions targets by 2050 is one of the world’s major concerns. To this aim, every sector
of society seeks ways to minimize greenhouse gas emissions, and the banking sector is
no exception. To further this goal, the Net Zero Banking Alliance was established to
match bank lending and investment portfolios with net-zero emissions by 2050. In
particular, financial institutions have identified climate change as a serious threat to their
capacity to remain solvent (Carney 2015) and regulators are increasing scrutiny of banks
for climate-related risk (Hook, 2018). Banks are also playing a critical role in achieving
the UN SDGs and the Paris Agreement 2016 through the corporate sector. In their Bank
2030 report, the Cambridge Institute of Sustainability Leadership (CISL) highlighted the

need to institutionalize sustainability (CISL, 2020).

Despite the financial institutions are not directly involved in emitting carbon emissions
and are observed as contributing small interests toward climate change (Esteban-Sanchez
et al., 2017), the existence of CSR practices is more important for banks because of their
business nature. Banks pertain in the service sector, and they can persuade borrowers to
include CSR policies in their businesses via a lending channel (Scholtens, 2009).
Additionally, banks” business largely depends on trust, and the trust in the financial
sector has been tainted after the financial crisis (Hurley et al., 2014; Marie Lauesen, 2013;
Nandy and Lodh, 2012). Banks must regain their trust, shifting their attention from

shareholder supremacy (Gulamhussen et al., 2012; Zingales, 2000) to stakeholder
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supremacy in their long-term objectives, including employees, suppliers, customers, and
employees. Therefore, the chief executive in the US emphasized the need to incorporate

stakeholders while defining the corporate mission (Gartenberg and Seraeim, 2019).

However, most of the CSR research is focused on non-financial firms (e.g., Barnett &
Salomon, 2012; Margolis & Walsh, 2003; Santis et al., 2016). The studies on financial firms
are mainly focused on financial performance. Some studies find a positive relationship
between CSR and bank performance (See Wu and Shen, 2013; Shen et al., 2016; Cornett et
al., 2016) among others) while others (Scholtens & Dam, 2007; Finger et al., 2008; among
others) do not find any significant relationship. Some other studies do further analysis
and find that additional financial benefits do not offset greenwashing costs (Wu and
Shen, 2013). Also, banks that integrate environmental and social aspects into their

decisions are more liquid (Chen et al., 2018).

To study the impact of the CSR committee (CSR_COM) on banks’ tail risk (T_RISK), we
employ 583 bank-year observations from the United States from 2002 to 2018. Our
findings confirm the theoretical assumptions of this study and reveal that the presence of
a CSR committee will effectively decrease a bank’s tail risk. Further, the additional
analysis shows whether different governance attributes (CEO duality, board size, board
independence, and board gender diversity) and corporate social responsibility
performance (social and environmental) impact the corresponding relationship of CSR
committees and tail risk in the US banking industry. Lastly, our findings are not driven

by any endogeneity concerns.
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Furthermore, our study contributes to the prior literature by presenting a forward-
looking proposal for reducing bank tail risk. Primarily, our study is the first paper that
analyses the impact of CSR committees on the tail risk of banks. It clarifies the role CSR
committees play in decreasing the tail risk of banks. Prior research on environmental
finance has focused on overall corporate social responsibility (CSR) and dimensions of
environmental performance (Chaudhry et al., 2021; Diemont et al., 2016). In comparison,
a significant amount of work has not been done to evaluate the impact of a bank’s
governance structure on its tail risk performance. Such as Birindelli et al. (2018) and
Giuliana Birindelli (2020) analyze the impact of governance attributes on environmental
performance. Therefore, our study has some important implications for corporates and
policymakers that highlight the positive role of CSR committees in decreasing the tail risk

of financial institutes.

Secondly, it contributes to the prior literature on financial institutes and markets (Shen et
al., 2016; Straetmans & Chaudhry, 2015; Wu and Shen, 2013) by elaborating on how banks
can use CSR committees to manage their tail risk effectively. It provides practical
implications for banks incorporating CSR committees into their governance structure.
Third, it also contributes to the sustainability literature by examining the strength of the
relationship between the bank’s CSR committee and its tail risk performance at different
levels of CSR performance. Lastly, from a theoretical point of view, it contributes to the

stakeholder theory (Chedrawi et al., 2020; Mitchell et al., 1997; Velte & Stawinoga, 2020).
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The rest of the paper proceeds as follows. Section 2 reviews the prior literature. Section 3
presents our sample distribution and research methodology. Section 4 elaborates on our
research findings and performs robustness tests. Section 5 executes the additional

analysis. Lastly, Section 6 concludes the paper and provides practical implications.

1. Literature review

1.1. Role of CSR committee

According to the stakeholder theory, an organization must fulfill different stakeholder
expectations (Velte & Stawinoga, 2020). Considering that sometimes these claims can be
conflicting, prior research often uses a more classified model, i.e., classifying stakeholder
claims based on power, legitimacy, and urgency (Mitchell et al., 1997). These claims refer
to the careful and cautious identification of stakeholders who demand the
implementation of CSR committees in organizations (Jamali et al., 2008). At the same
time, implementing corporate social responsibility is considered an integral
responsibility of financial and non-financial institutes. Chedrawi et al. (2020) state that
one of the major issues of international banks is the implementation of CSR. Therefore,
banks need to adapt the perspectives and activities that their stakeholders require.
Moving forward, prior research by Birindelli et al. (2018) and Hussain et al. (2016)
provide support from stakeholder theory and state that the presence of a CSR committee
indicates better stakeholder management, which simultaneously helps foster both

environmental and social performance.
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Since the financial crisis of 2008-9, prior research has extensively highlighted corporate
governance’s legitimate role in addressing various stakeholder claims. The most
significant claim among these is corporate social responsibility (CSR) (Velte & Stawinoga,
2020). Previously, Amore and Bennedsen (2016) analyzed poor governance structures’
role in deteriorating a firm’s positive environmental image. Similarly, Giannarakis et al.
(2020) analyze the positive role of governance in enhancing corporate environmental
performance. These findings highlight the importance of various governance attributes,
such as CSR committees, independent directors, gender diversity, etc., in protecting
stakeholder interests. Moreover, Hussain et al. (2016) state that the presence of a CSR
committee points toward the board’s attention to sustainable development. Likewise,
Gennari and Salvioni (2019) have analyzed the positive role of CSR committees in
modifying governance structure, protecting shareholder interests, and reducing

corporate irresponsibility.

Further, Elmaghrabi (2021) states that firms with CSR committees have better CSR
performance and fewer CSR-related controversies. Moving forward, prior research on
CSR- committees has mainly focused on non-financial institutes (Elmaghrabi, 2021;
Gennari & Salvioni, 2019; Radu & Smaili, 2021). However, the significant role of the CSR
committee in financial institutes has been well elaborated by some researchers, such as
Cosma et al. (2022) propose that banks that find strategic opportunities in climate change
disclosure should establish CSR committees. Also, Birindelli et al. (2018), while analyzing

the listed banks of Europe and the United States, found a positive relationship between
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CSR committees and ESG performance. However, companies are frequently establishing
CSR committees to handle sustainability tasks better. Yet little empirical evidence is
found that evaluates the importance of CSR committees in financial institutes (Birindelli
et al., 2018; Cosma et al., 2022). This provides us with an opportunity to analyze the CSR

committee’s impact on banks’ tail risk.
2.2. Risk mitigation in banks

Today’s challenging global environment, increased public pressures, and global
agreements have collectively forced central banks to address the risks associated with
climate change. Environmental concerns refer to implementing and effectively
regulating. Previously, research has extensively highlighted the role that corporate
governance and CSR have been playing in mitigating the risk of financial institutes
(Chiaramonte et al., 2022; Cornett et al., 2016; Pathan, 2009; See Wu and Shen, 2013; Shen
et al., 2016). Such as, in an analysis of a sample of European banks Chiaramonte et al.
(2022) state that a bank’s environmental, social, and governance (ESG) score helps reduce
its fragility. Neifar and Jarboui (2018) elaborate on the positive role of corporate
governance on voluntary risk disclosures. These findings signify the importance of
sustainable development for financial management (Al Ahbabi and Nobanee, 2019; Lajili

et al., 2024; Samet et al., 2018; Wang et al., 2024).

Further, a bank’s governance structure is found to be related to its risk-taking capabilities.

Pathan (2009) elaborates on the positive role of strong bank boards in mitigating risk. He

109



25 August 2025, Intl Conference on Economics, Finance & Business, Rome ISBN 978-80-7668-021-0, IISES

relates risk mitigation with the reduction in opportunistic behavior of bank managers

due to the strong monitoring by the board members.

Furthermore, environmental risk management is crucial in financial institutes, as Weber
(2012) believes that banks directly and indirectly affect sustainable development. A prior
report by the Bank of England (2018) shows that banks now consider environmental-
related risks as serious as other financial issues. Since they get affected by both the
environmental risks of themselves as a corporation and their clients’ risks, moreover, this
risk-reducing effect of CSR on financial institutes has also been analyzed by Neitzert and
Petras (2022), who highlighted the importance of environmental activities in banks” risk
management. Prior literature (Chiaramonte et al., 2022; Cornett et al., 2016; Pathan, 2009,
among others) analyzes the impact of overall corporate governance on a bank tail risk.
However, insufficient research has been conducted to analyze the impact of governance

determinants such as CSR committees on the risk of financial institutes.
2.3.Extreme value theory and tail-risk

Previously, Gilli and Kéllezi (2006) stated that the extreme value theory provides the solid
fundamentals required for statistical modeling and computation of extreme risk
measures. Consistently, research has extensively used the extreme value theory (EVT) for
the evaluation of the tail risk of financial institutes (Straetmans & Chaudhry, 2015; Wang
etal., 2014). Previously, while analyzing the joint tail risk dynamics of financial institutes,
Zhao (2021) found extreme value theory useful as it helps predict conditional value at

risk. Also, EVT has been found beneficial in cryptocurrency, as it has been adopted by
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several prior researchers (Gilli & Kéllezi, 2006; Osterrieder et al., 2018). Moreover, the
significant use of extreme value theory has been seen for calculating tail risk, systematic
risk, and spillover risk of financial institutes (Daouia et al., 2018; Gilli & Kéllezi, 2006;

Straetmans & Chaudhry, 2015; Zhao, 2021).

While not enough literature has been conducted to evaluate the effect of ESG dimensions
on the tail risk of financial institutes. Such as Chaudhry et al. (2021) evaluate the impact
of carbon neutrality on the tail risk of banks, and Srivastav and Hagendorff (2016) analyze
the relationship between corporate governance and bank risk-taking. In a nutshell, this
paper relates to two strands of literature on CSR and bank risk. CSR relates to the studies
on the Equator Principle (EP), similar to the existence of the CSR Committee. EP is also a
voluntary commitment where banks commit to including environmental and social
considerations in their financing decisions. However, the existing studies on the Equator
Principle only look at the financial performance of banks (Di Tommaso et al., 2022; Finger
et al., 2018; Scholtens & Dam, 2007), while we aim to explore the impact of CSR

committees on the tail risk of banks.

2. Methods

2.1. Sample

We use the BoardEx database for the CSR committee existence. Next, we use Datastream
and Worldscope for the firm’s financial characteristics. Thus, the sample includes US-

listed banks. Overall, our data have 2,245 bank-year observations. Then, we exclude all
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observations with missing data for our key variables. Consequently, our final sample

consists of 583 bank-year observations from 2002 to 2018.
2.2. Methodology

Our proxy of idiosyncratic risk is measured by a sharp decline in the market prices of the
bank's equity. To measure equity tail risk, we utilize univariate extreme value theory
(EVT). The univariate EVT consists of the Generalized Extreme Value (GEV) distribution,
which is the limit law for the maxima of a stationary process. We opt for the Peaks-Over-
Threshold (POT) approach to determine the parameters of the Generalized Extreme
Value distribution. We perform this in a semi-parametric way and fit the distributional

excess losses over a given high threshold that converges to a Generalized Pareto

Distribution (GPD)1.

We use the following semi-parametric estimator of De Haan et al. (1994) to estimate the

quantile x for extremely low values of p = P{X.x}:

) e )

£ =X, _ (—
D n-mn \ 3,

where X;,_,, ,, is the tail cut-off point, and it is the (n-m)th ascending order statistics from

a sample size n such that g > X,,_ .

We estimate the a in the above tail quantile estimator in A-3 with the help of the popular

Hill (1975) estimator, which is as follows:

! See for example Jansen and de Vries (1991), Danielsson and de Vries (1997) and Straetmans and Chaudhry (2015
among others for semi-parametric tail estimation approaches.
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The parameter m determines how many extreme returns are used in estimation. We
substitute the Hill statistic in A-4 and the tail quantile estimator in A-3 to come up with

an expected shortfall estimator as follows:
A — _ b
E(X —x,|X > %,) ==L 3)

Our main dependent variable measure is TQ175 = The estimated quantile for extremely
low probabilities (p), calculated using the De Haan estimator with m =175 representing

the threshold for extreme tail values.

To examine the impact of the CSR committee on the bank tail risk, the empirical model is

as follows,

T Risk, = By + B,CSR_COM, + B,SIZE, + BsROA, + BLLEV, + BsCAP_I, + BcLOSS, +

B;VOL, + BgM_CAP;, + X2, vy Year + & (4)

Eq. (1) tests the relationship between the bank CSR committee and tail risk. All variables’

definitions and data sources are given in “Table 1°.

3. Results

3.1.Summary statistics and correlations

Table 2 presents the summary statistics of our main regression variables. This table shows

17.4% (0.174) tail risk (T_RISK) on average.? These statistics are consistent with the

2 We winsorized all continuous variables at 1% to minimize the effect of outliers.
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findings of Straetmans and Chaudhry (2015), who found high tail risk and systematic risk
in the US banks. Next, statistics of our dependent variable denote the presence of a CSR
committee in 17.7% of banks in the United States. This lower percentage is supported by
the findings of Giuliana Birindelli (2020) who reports that the percentage of CSR
committees is lowest in US banks compared to other banks in Canada and the United

Kingdom, etc.
[Insert tables 1 &2 about here]

Furthermore, to detect problems of multicollinearity we check for the values of Pearson
correlation in Table 3. Among the values of correlation, no value exceeds 0.508. This is
pertinent to the minimum thresholds in the domain of corporate finance, i.e., less than
0.7, thus indicating the absence of multicollinearity (Galletta et al., 2021). In addition, we
also check for the values of the variance inflation factor (VIF). Our analysis presents all
the values of VIF less than 2.83. This again points towards the absence of

multicollinearity, as prior research suggests VIF values less than 10 (Liu & Ritter, 2011).
[Insert Table 3 about here]
3.2.Regression results

To test the relationship between CSR committees and tail risk in US banks, we employ
the ordinary least square (OLS) regression technique with a year-fixed effect in column
(1) of Table 4. OLS is the most efficient regression technique in econometrics as it

minimizes the predictor error between real and assumed values. Our empirical findings
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highlight a negative relationship between CSR committees and tail risk and support the
extreme value theory. These findings support our hypothesis and show that a CSR
committee’s presence decreases a bank’s tail risk. Our results are consistent with prior
studies that find that companies with better CSR performance have less downside tail
risk (Diemont et al., 2016), with a difference in that we focus on the presence of a CSR
committee. In contrast, Diemont et al (2016) study the CSR performance. Moreover,
previously Elmaghrabi (2021) analyses that CSR committees are a better source for

improving a firm’s CSR performance.

Second, we check for the robustness of our findings with several techniques. First, we
applied a cluster effect (in Column 2). We use one-dimensional firm-level clustering,
which adjusts the standard errors for serial correlations and heteroscedasticity (Petersen,
2009). Here we received similar results, that banks can use CSR committees as a source

for reducing their tail risk.

Third, consistent with prior studies (Boubaker et al., 2020), we also run the Fama-MacBeth
regression (FMB) model to check for cross-sectional dependence concerns and standard
errors (Fama and MacBeth, 1973). Fourth, we apply weighted least square regression
(WLS) to check for the heteroscedasticity of our observations. The results of FMB and
WLS were also consistent with our prior findings. However, for all these robustness

techniques, our significance was achieved at a 5% significance level.

[Insert Table 4 about here]
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Furthermore, our results are robust to the alternate definitions of tail risk in Table 5
Columns 1 (TQ300) and 2 (ESQ300) (Chaudhry et al., 2021). To test the robustness of our
findings, we use an alternate measure of tail risk that is measured as TQ300 = The
estimated quantile for extremely low probabilities (p), calculated using the De Haan
estimator with m =300 representing the threshold for extreme tail values and ESQ300 =
The expected shortfall estimator, measuring the average loss beyond a specified quantile,
TQ with m =300 representing the threshold for extreme tail values. Overall, our results
are consistent with our hypothesis, which states that a CSR committee’s presence

mitigates a bank’s tail risk.

[Insert Table 5 about here]

3.3. Endogeneity concerns

We first apply a two-stage least square (2SLS) to check for possible endogeneity concerns.
In accordance with prior literature highlighting an evident impact of industry peers on a
firm’s corporate social responsibility, we choose our instruments, i.e., the CSR geographic
peer average and CSR industry peer average (Cao et al., 2019; Tang et al., 2019). In 2S5LS
estimation, the first stage is used to purify the stochastic explanatory variable. Further,
we run the Sargan (1958) identification test to support our choice of instruments. The
Sargan test proves that our additional instruments assume over-identification. The
results from the second stage (2SLS) regression in column (1) of Table 6 present our

instrumented audit quality as negatively significant at a 5% significance level.

[Insert Table 6 about here]
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Moreover, similar to the prior studies (Abid et al., 2021; Haque & Ntim, 2018; Wintoki et
al., 2012), we also use the generalized method of moments (GMM) to check for dynamic
endogeneity concerns. Here in GMM, we consider using one-year lagged values of our
dependent variable as instruments (Ullah et al., 2018). The results in column (2) of Table
6 explain a significant negative relationship between the CSR committee and tail risk.
Similarly, the significance of the first-order autocorrelation AR(1) test and the second-
order correlation AR(2) test’s insignificance denote the absence of serial correlation. In

summary, our findings are not subject to any bias or dynamic endogeneity concerns.

3.4.Additional analysis

Prior research highlights the importance of different determinants of corporate
governance (board size, board independence, CEO duality, etc.) for the effective
implementation of corporate social responsibility in a firm (Uyar et al., 2021). We,
therefore, perform additional analysis in Table 7 to elaborate on the relationship between

CSR committees and tail risk with different levels of governance characters.

[Insert Table 7 about here]

Previously, the regulators and investors of the United States have desired companies with
no CEO duality. They believe the CEO impacts non-financial decisions, and CEO duality
can result in poor corporate governance (Chia-Wei Chen et al., 2008; Giannarakis et al.,
2017). Consistent with prior studies, we also suggest that the absence of CEO duality will

better comprehend the relationship between CSR committees and tail risk. Secondly,
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among other studies (Bai, 2013), we suggest that a small board size is desirable because

the company’s supervision will be affected by the increase in the size of the board.

Third, among the important implications of Uyar et al. (2021), we suggest that board
independence is important to sustain the relationship between our key variables, i.e., CSR
committee and tail risk. Lastly, amongst the governance mechanisms, we analyze the
impact of board gender diversity (BGD) on our relationship. We drive similar results as
prior literature (Orazalin & Baydauletov, 2020; Uyar et al., 2021), i.e., gender-diverse
boards can better advocate the relationship between CSR committees and tail risk of
banks. These findings are also consistent with those of Galletta et al. (2021), who found
female directors to be keener and that their increased proportion will improve banks’

performance.

Moving forward, we examine the association between CSR committee and tail risk with
different governance attributes, but our additional analysis also studies how different
levels of the Bank’s CSR performance impact this relationship. The literature stresses that
the core responsibility of the CSR committee is to boost the firm’s CSR performance (Uyar
et al., 2021), and this CSR performance mitigates the different types of firm risk (Kim et
al., 2014). So, we collected data in the context of CSR, social (double bottom line), and
environmental (triple bottom line) performance from the ASSET4 ESG database to check
their corresponding relationship with the CSR committee of the US banks in Table 8

(Elmaghrabi, 2021).
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Our analysis shows that a CSR committee significantly reduces the bank tail risk when
banks have strong CSR strategies (both social and environmental in Table 8). These
results translate that if a bank aims to decrease its tail risk, it must maintain an above-
average CSR score and an effective social and environmental position through an efficient
CSR committee to mitigate its tail risk in the banking industry. Thus our findings support
and enhance the prior literature on environmental sciences (Benkraiem et al., 2021; Bacha

et al., 2020; Galletta et al., 2021; Wang & Sarkis, 2017) in the context of financial institutes.
[Insert Table 8 about here]
4. Conclusion

Prior research corresponds to corporate social responsibility’s impact on a corporation’s
financial performance (Uyar et al., 2021). While Ameer and Othman (2011) and Uyar et
al. (2021) claim that CSR improves financial performance and equity returns, others like
Story and Neves (2015) support and analyze that CSR helps a firm in fulfilling its non-
explicit claims (job security, product enhancement, etc.) and creation of goodwill and
moral capital. Moreover, prior research has significantly focused on the effect of CSR and
corporate governance on the performance of non-financial firms (Ameer & Othman, 2011;
Walls et al., 2012). In contrast, insufficient research has been conducted to analyze the
impact of CSR on the performance specifically the tail risk of financial institutes (Neitzert
& Petras, 2022; Weber, 2012). In this study, we differ from earlier studies and explore
whether the presence of a CSR committee has any tolerance on the tail risk in the US

banks.
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We drive a sample from 583 US bank-year observations to explain how they can
effectively manage their tail risk in the presence of a CSR committee. We find that a CSR
committee decreases a bank’s tail risk. Our results are robust to endogeneity and causality
issues as we employ 25LS and GMM estimation techniques to address these concerns.
Further, our paper performs the additional analysis at different levels of the corporate
governance characteristics (CEO duality, board independence, board size, and board

gender diversity) and triple bottom line (financial, social, and environmental).

Our study relates to two strands of literature on CSR and bank risk and provides several
implications for academic researchers, corporates, and policymakers. First, gaining
increased global attention for sustainable development, the CSR committee is a source
for reducing the tail risk of financial institutes. Second, it is the first paper to prove that a
CSR committee’s existence reduces banks’ tail risk. As previously mentioned, two studies
by Diemont et al. (2016) and Chaudhry et al. (2021) use tail risk to measure bank risk, but
they use overall CSR or ESG score to explore bank tail risk. Third, we utilize the novel
extreme value theory as pertinent to its prior use and significance in calculating the tail
risk of financial institutes (Straetmans & Chaudhry, 2015; Wang et al., 2014). Fourth, we
inquire about the expected shortfall estimates conditioned on tail quantile. Lastly, we
present important implications for policymakers as our study additionally analyses that
banks can reduce their tail risk in the absence of CEO duality, greater board

independence, a smaller board size, and more gender-diverse boards.
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Nevertheless, our findings are subject to certain limitations. Firstly, our data set includes
banks from only the US. The sample from Europe and emerging countries can develop
intriguing results. Secondly, our study includes the period till the year 2018, yet many
diverse results can be derived from the COVID-19 pandemic period. Lastly, we have used
tail risk as a proxy for measuring risk; subsequent research can use distress risk and

default risk to gain more specified findings.

Data Availability Statement: Data available on request due to privacy/ethical restrictions
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Table 4: CSR committee and tail risk main analysis

OLS CLUSTER FMB WLS
VARIABLES 1) ) 3) ()
CSR_COM —0.018*** -0.018** -0.011** -0.021**
(-2.59) (-2.06) (-2.37) (-2.07)
SIZE 0.006*** 0.006** 0.010** 0.015***
(2.77) (2.40) (2.85) (6.17)
ROA —0.022*** -0.022* —0.005 —0.028***
(-4.49) (-1.86) (-0.47) (-6.09)
LEV 0.007** 0.007 -0.004 0.004
(2.02) (0.99) (-1.02) (0.99)
CAP_I —0.003*** —0.003** —-0.002** —0.005***
(-4.00) (-2.47) (-2.39) (-6.34)
LOSS 0.090*** 0.090*** 0.008 0.139***
(4.81) (2.78) (0.97) (4.49)
VOL 0.002** 0.002 0.004*** 0.001
(2.25) (0.93) (3.33) (0.40)
M_CAP —0.228*** —0.228*** —0.432*** —0.585***
(-3.86) (-4.00) (-3.54) (-9.93)
LAG(T_RISK)
Constant 0.139*** 0.139** 0.056 0.114**
(3.02) (2.44) (1.28) (2.07)
Observations 583 583 583 583
Fixed Effect Year Year Year Year
Adjusted R? 0.761 0.761 0.377
Average R? 0.365

Table 4 presents our main regression results for the relationship between CSR_COM and T_RISK using different
estimation techniques. The presence of CSR committees significantly reduces tail risk in banks. All reported t-
values in parentheses are based on robust standard errors clustered by firm and year. The list of variables and
definitions is provided in Table 1. *, **, and *** refer to significance at the 10%, 5%, and 1% levels, respectively.
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Table 5: Alternate proxies of tail risk
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TQ300 ESQ300
VARIABLES (1) @)
CSR_COM —0.028** —0.045**
(-2.43) (—2.08)
SIZE 0.007** 0.031***
(2.07) (4.88)
ROA -0.015* 0.005
(-1.67) (0.26)
LEV 0.012** 0.017*
(2.14) (1.83)
CAP_I —0.004*** 0.002
(-3.35) (1.04)
LOSS 0.086** -0.122
(2.43) (-1.00)
VOL 0.003** 0.001
(2.01) (0.17)
M_CAP —0.311*** 0.153
(-3.21) (0.85)
LAG(T_RISK)
Constant 0.258*** -0.079
(3.40) (-0.54)
Observations 564 417
Fixed Effect Year Year
Adjusted R? 0.730 0.303

This table reports the results with two alternate proxies of tail risk (TQ300 and ESQ300) in columns (1) and (2).
The presence of CSR committees significantly reduces tail risk in banks. The list of variables and definitions is
provided in Table 1. *, ** and *** refer to significance at the 10%, 5%, and 1% levels, respectively.

136



25 August 2025, Intl Conference on Economics, Finance & Business, Rome ISBN 978-80-7668-021-0, IISES

Table 6: Endogeneity

2SLS GMM
VARIABLES (1) )
CSR_COM —0.017** —0.047**
(-2.07) (-2.08)
SIZE 0.006*** 0.001**
(2.72) (2.15)
ROA —0.022*** -0.017
(-4.59) (-0.55)
LEV 0.007** 0.015
(2.06) (0.56)
CAP_I —0.003*** -0.002
(-4.09) (-0.29)
LOSS 0.091*** 0.103*
(4.92) (1.94)
VOL 0.002** 0.005
(2.30) (0.49)
M_CAP —0.229*** -0.568*
(-3.94) (-1.86)
LAG(T_RISK) 0.467***
(3.28)
Constant 0.140*** 0.166
(3.06) (0.53)
Observations 583 565
Fixed Effect Year Yes
Cent R? 0.770
Chi? p-value 0.000
AR (1) test (p-value) 0.008
AR (2) test (p-value) 0.246
Over identification Statistics
Sargan Test 0.198

This table shows the results of the evaluation of the relationship between CSR_COM and T_RISK using a two-stage least
square (2SLS) and generalized methods of moments (GMM). The presence of CSR committees significantly reduces tail
risk in banks. All reported t-values in parentheses are based on robust standard errors clustered by firm and year. The list
of variables, definitions, and data sources are provided in Table 1. *, **, and *** refer to significance at the 10%, 5%,
and 1% levels, respectively.
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VARIABLES CEOD=0 CEOD-=1 - BSIZE<mean BSIZE>mean BIND<mean BIND>mean . BGD<mean BGD>mean
(1 2) 3) ) : 3) (6) M (8)
CSR COM —0.021%* —0.021 —0.0274*+ —0.012 —0.008 —0.032%** -0.017 —0.014*
(-246) @ (-142) (-3.02) (-1.17) (-0.84) (-3.69) (-1.51) (-1.86)
SIZE 0.004* 0.010%* 0.002 0.009*+* 0002 0.003 0.011%** 0.000
17y | (243) (0.89) (2.96) (0.70) (0.87) (3.02) (0.23)
ROA —0.019*** = —0.009 0.004 —.054%+* —0.010 —0.029%** —0.0354** —0.005
(353) | (0.57) (0.76) (-6.43) (-1.60) (432) (4.39) (=1.00)
LEV 0.005 0.033*#* 0.002 0.002 0.001 0.027H4* 0.009 0.003
_ (L16) = (339 (0.51) {0.42) 024y  (3.91) (1.62) (0.77)
C4P I —0.002%* | —0.006*** —0.001 —0.004%4* —0.001* —0.004%** —0.003** —0.002*
(241) | (358 (-1.05) (-3.32) (-1.85) (-325) (2.52) (-1.93)
LOSS 0.118*** 0.040 0.145%+* —0.005 0.088%** 0.065** 0.069** 0.009***
(5.21) (1.09) (6.69) (-0.16) (3.43) (2.56) (2.29) (4.62)
VOL ~ 0.000 0.003** :  0.005%** —0.000 0.002+* 0.003%* 0.001 0.003*++
027 | (242) (4.69) (0.12) (2.40) 2.36) (0.57) (2.73)
M CAP —0251%%* . —0.084 —0.253%+* —0.178* —0.202%%* —0.230%** —027]14** —0.134%=
(-368)  (-0.60) (-3.65) (-1.89) (-3.15) (-2.63) (-2.94) (2.12)
_ Constant 0.183*#* 0.018 0.112** 0.165** 0.219%*# 0.168%* 0.080 0.152%%*
(43) | (017 (2.06) (233) (3.18) (2.51) (L15) (2.90)
Observations 410 173 282 301 251 332 313 270
Fixed Effects Year Year Year Year Year Year Year Year
Adjusted R? 0.768 0.737 0.773 0.781 0.718 0.781 0.730 0.848

Table 7 presents the sub-sample analysss of the relation between CSR_COMand T RISK. The presence of CSR commuttees significantly reduces tail risk m banks.
Model 1-2 partrtion the sampie info fwo subsamples based on CEO duality. Modals 34 partition the sample info two subsampies. depending on the board size.
Models 56 partrtion the sample into two subsamples based on the level of board mdependence. Models 7-8 partition the sample mto two subsamples, depending
on the level of board gender diversity. All reported t-values in parentheses are based on robust standard errors clustered by firm and vear. The list of variables,
definitions, and data sources are provided in Table 1. *, **_ and *** refer to significance at the 10%. 5%, and 1% levels, respecirvely.
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Table 8: With CSR dimensions
CSR<mean CSR>mean SOC<mean SOC>mean ENV<mean ENV>mean
R a ) @) @ ® ©
CSR_COM -0.007 0.025% -0.000 0.028%%+ -0.009 002+
(-0.66) (-2.46) (0.01) (=2.70) (-0.70) (-2.56)
SIZE 0.000 0.009%** -0.001 0.010%** 0.011%* 0.009%*+
(0.10) (2.67) (-0.24) (3.07) (2.11) (2.88)
ROA —.023%%* —.020%** —.018%** —.021¥%* —.043+* 0.000
(-3.26) (-2.81) (-2.69) (-2.99) (-5.76) (0.01)
LEV 0.019%%* —0.000 0.023*** —0.001 0.018%** —0.004
(2.75) (-0.06) (3.09) (-0.21) 2.711) (-0.82)
CAP I —.003*** —0.004%%* —0.003%** —.0044%* —{.003%%* -0.002
(-2.81) (-3.23) (-3.06) (-3.29) (-3.08) (-1.46)
LOSS 0.090%%* 0.105%** 0.163%** 0.069+* 0.054* 0.106%**
(3.96) (3.66) {6.28) (2.52) (1.93) (3.94)
VoL ~ 0.002* 0.003 0.001* 0.005** 0.002* 0.001
(1.92) (1.49) (1.68) (2.56) (1.94) (0.67)
M CAP —0.171%* —).201%%* -0.130 —0.3014%* —{.223** —.251*4*
(-2.01) (-3.31) (-1.61) (-3.39) (-2.13) (-3.38)
Constant 0.186* 0.088 0.198** 0.038 —.024 0.053
(1.80) (1.12) (2.04) (0.51) (-0.24) (0.72)
Observations 201 292 202 201 304 279
Fixed Effects Year Year Year Year Year Year
Adjusted R? 0.722 0.756 0.758 0.746 0.765 0.767

Table 8 presents the sub—sample analysis of the relation between CSR_COM and T RISK. The presence of CSR commuttees significantly reduces tail risk in
banks. Model 1-2 partition the sample mto two subsamples based on the bank’s CSR performance levels. Models 34 partition the sample info two subsamples,
depending on the social dimension of CSR. Models 56 partition the sample into two subsamples, depending upon the environmental dimension of CSR. All
reportad t-values i parentheses are based on robust standard errors clustered by firm and vear. The list of vaniables, definitions, and data sources are provided

mTable 1. * ** and *** refer to significance at the 10%, 5%, and 1% levels, respectively.
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