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FINANCIAL TRUST INDEX MARKS ONE-YEAR ANNIVERSARY
Latest report shows banks still recovering trust while trust in stock market stabilizes
CHICAGO (January 27, 2010) – 2009 was a year of notable developments, marked by a new
administration, corporate and financial scandal, and strong attempts to revive the economy. The latest
quarterly findings from the Chicago Booth/Kellogg School Financial Trust Index, issued today, highlight
how trust has evolved in the last 12 months.
“All told, trust in the financial system has risen since the height of the economic crisis, up to 23 percent in
December 2009 from 20 percent in December 2008,” said Index co-author Luigi Zingales, a professor of
entrepreneurship and finance at the University of Chicago Booth School of Business. “When drilling
down into the data, we see a remarkable increase in trust toward Main Street, with a more favorable view
of local banks over national banks. We also see less fear in the stock market but a low willingness to
invest more, as well as a shift away from support for government intervention in corporate America.”
The Chicago Booth/Kellogg School Financial Trust Index is a quarterly look at Americans’ trust in the
nation’s financial system, measuring public opinion over three-month periods to track changes in attitude.
Paola Sapienza (professor of finance at the Kellogg School of Management at Northwestern University)
and Zingales published today’s report as the fifth quarterly update since the inaugural findings were
issued one year ago, analyzing data from more than 1,000 American households, randomly chosen and
surveyed via phone during two weeks in late December 2009.
Bank Recovery?
Trust in every component measured in the Financial Trust Index has improved since December 2008,
with the exception of trust in banking institutions.
“Trust in banks has gone up to 33 percent since it hit its lowest point in March 2009 at 29 percent. But, in
relative terms, trust in banks over the last year hasn’t been restored in the same way as trust in stocks,
mutual funds, or large corporations,” said Sapienza. “Overall, banks haven’t recovered from the initial
shock and bad press they received in the beginning of 2009. This trend is reflected in very high support
for financial regulation, which currently stands at 61 percent.”
Levels of trust vary widely depending on the type of bank. “Trust in community banks and credit unions
is much higher than in national banks, consistent with academic evidence that local banks have more
transparency, fewer hidden fees and better customer service compared to national banks,” Sapienza noted.
According to the latest data, credit unions score better than any financial institution measured in the
Index, with a 58 percent approval rating. Local banks scored much better than national banks (53 percent
versus 31 percent), and banks in which the government has a stake are trusted the least (21 percent).
Trust in the Stock Market
In the last year, trust in the stock market has stabilized after the initial collapse in 2008, with a marked
decrease in fear of a big drop in stock prices. In December 2009, 41 percent of survey respondents said a
drop in the stock market of 30 points is likely, compared to 56 percent in December 2008.
While confidence in the stability of the stock market is correlated with substantial gains in the last year,
80 percent of those most recently surveyed said they are planning to leave their investments unchanged.
Additionally, people surveyed said they expect lower returns on the S&P in the next 12 months, with
December 2009 respondents citing average expected returns at 0 percent (versus respondents from March,
June and Sept. 2009 who cited 4 to 4.5 percent in expected returns).
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“While the majority of Americans no longer fear extreme events in the stock market, they do not
anticipate returns to be as high and are therefore not planning to invest at this time,” said Zingales.
Government Intervention
Sapienza and Zingales also explored Americans’ attitudes toward government intervention in the
economic crisis, noting that demand for regulation and government intervention has started to subside.
In the last six months, support for regulating financial institutions has dropped from 65 percent (June
2009) to 61 percent (Dec. 2009). Likewise, in the same period, support for caps on executive
compensations went down from 65 percent to 58 percent, though support for help to homeowners only
dropped from 68 percent to 66 percent.
In addition, 43 percent of people recently surveyed believe the Obama administration’s policies were
designed with the country’s best interests in mind. Meanwhile, 32 percent of respondents said the
economic policies were designed to favor the financial industry (up from 22 percent in Sept. 2009), and
nearly 16 percent said the policies were designed to favor unions (down from 23 percent in Sept. 2009).
“Trust in the government hit its highest point in June 2009 at 26 percent, but it hasn’t wavered much since
then,” said Zingales. “The biggest takeaway is that people still view government intervention favorably
on actions such as helping out homeowners, but they have moved away from wanting the government to
be involved in running major financial institutions.”
Other Key Findings
The Financial Trust Index also explored trust in the job market. In December 2009, the perceived chance
of becoming unemployed was one out of five, as compared to one out of four in June 2009.
Additionally, the researchers reported an increased optimism on the housing front. Approximately 30
percent of people surveyed in December 2009 expect appreciation in home prices in the next 12 months
(versus 19 percent in March 2009). Now, only 20 percent of people surveyed said they expect a decline in
home prices, compared to a high of 37 percent in March 2009.
“This shows that many Americans believe the housing market has hit bottom and is starting to recover,”
said Sapienza.
Finally, the researchers report less anger toward the economic crisis. In December 2008, 60 percent of
survey respondents said they were angry about the current economic situation. In the latest wave of data
this figure has dropped to 51 percent.
ABOUT THE SURVEY: On a quarterly basis, the Financial Trust Index captures the amount of trust
Americans have in the private institutions in which they can invest their money. The survey is conducted
by Social Science Research Solutions (SSRS) using ICR's weekly telephone omnibus service. The
institutions considered in the survey are banks, the stock market, mutual funds, and large corporations.
MORE INFORMATION: To learn more about the Chicago Booth/Kellogg School Financial Trust
Index, visit www.financialtrustindex.org.
To learn more about the Kellogg School of Management at Northwestern University, visit
www.kellogg.northwestern.edu. To learn more about the University of Chicago Booth School of
Business, visit www.chicagobooth.edu.
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