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ABSTRACT

This study analyzes the relationship between loan securitization and the 
efficiency of financial conglomerates applying a two-step approach. First, 
we model a bank's activity using a data envelopment analysis framework 
with two joint technologies in which loans are an intermediate output. 
These technologies generate operating and interest income and allow the 
decomposition of a bank's overall income efficiency by its respective 
capacity to generate such incomes. Second, we estimate a TOBIT panel 
data model to analyze a bank's propensity to engage in securitization 
activities relative to its income inefficiencies and other exogenous 
indicators. Our dataset contains 53 Brazilian financial conglomerates from 
June 2001 to December 2012. Our findings suggest that income from 
securitization transactions is positively associated with efficiency in 
generating interest income but not associated with operational efficiency.
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