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Banking regulations, financial system stability 
and trust in the ECB: a structural equation model

Abstract. Government interventions has long been a question of great interest in a wide range of fields. 
Scholars have been debating the scope and degree of intervention in the banking sphere that considers 
government capabilities. This study set out to provide some empirical evidence on the intertwined 
relationship between government interventions carried out through banking regulations and trust in 
the European Central Bank (ECB), taking into account the mediating role of financial system stability. A 
combination of quantitative approaches was used in the data analysis. The confirmatory factor analysis in 
STATISTICA was applied for hypothesis development, followed by the structural equation modeling (SEM) 
based on the statistical package SEPATH used for research hypothesis testing. 
This study aims to contribute to this growing area of research by exploring that financial system stability 
mediates the path between banking regulation and trust in central banking. 
It was found that stricter government regulatory and supervisory interventions in the banking sphere 
are changing the imprudent financial institutions’ behavior, however, negatively accomplishing financial 
development financial markets and institutions. Meanwhile, both financial system stability and banking 
regulations contribute to trust in the ECB. The research findings add to the growing body of research that 
indicates that stricter government regulatory and supervisory interventions in the banking sphere drive trust 
violations in central banking upon the causal chain by virtue of financial development financial markets and 
institutions deterioration.
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держави. Це дослідження має на меті надати емпіричні докази впливу державного втручання, 
що здійснюється через банківські нормативи та рекомендації Базельського комітету, на довіру 
до Європейського центрального банку (ЄЦБ), враховуючи стабільність фінансової системи 
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як медіатора цього взаємозв’язку. Для аналізу даних була використана комбінація кількісних 
підходів. Підтверджуючий факторний аналіз у STATISTICA був застосований для розробки гіпотез із 
подальшим моделюванням структурними рівняннями (SEM) на основі статистичного пакету SEPATH 
STATISTICA, який використовувався для підтвердження висунутих припущень. Було виявлено, 
що посилення державного регуляторного та наглядового втручання в банківську сферу змінює 
поведінку необережних фінансових установ, проте негативно впливає на розвиток фінансових 
ринків, а також глибину й широту доступу до капіталу та фінансових послуг. Водночас, встановлено 
позитивний неопосередкований вплив стабільності фінансової системи та посилення регуляторних 
банківських нормативів на довіру до ЄЦБ. Структурне моделювання дозволило підтвердити 
припущення щодо трансмісійного ефекту стабільності фінансової системи. Було запропоновано 
та емпірично підтверджено модель медіації, результати аналізу якої свідчать, що посилення 
державного регуляторного та наглядового втручання в банківську сферу зумовлює ерозію довіри 
до Європейського центрального банку через причинно-наслідковий ланцюг унаслідок погіршення 
розвитку фінансових ринків й установ.
Ключові слова: банківське регулювання, стабільність; фінансова система, надійна фінансова система, 
довіра, Європейський центральний банк; ЄЦБ; Базельський комітет.
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Банковское регулирование, стабильность финансовой системы и доверие к ЕЦБ: 
модель структурных уравнений
Аннотация. Государственное вмешательство давно вызывает большой интерес в самых 
разных областях исследований. Ученые уже длительное время обсуждают масштабы и степень 
вмешательства в банковскую сферу с учетом возможностей правительства. Это исследование 
призвано предоставить эмпирические доказательства влияния государственного вмешательства, 
которое осуществляется через банковские нормативы и рекомендации Базельского комитета, на 
доверие к Европейскому центральному банку (ЕЦБ), учитывая стабильность финансовой системы как 
медиатора данной взаимосвязи. Для анализа данных была использована комбинация количественных 
подходов. Подтверждающий факторный анализ в STATISTICA был применен для разработки гипотез 
с последующим моделированием структурными уравнениями (SEM) на основе статистического 
пакета SEPATH STATISTICA, который использовался для подтверждения развитых предположений. 
Было обнаружено, что усиление государственного регуляторного и надзорного вмешательства в 
банковскую сферу меняет неосмотрительное поведение финансовых институтов, однако негативно 
сказывается на развитии финансовых рынков, а также глубине и широте доступа к капиталу и 
финансовым услугам. В результате исследования установлено положительное неопосредованное 
влияние стабильности финансовой системы и усиление регуляторных банковских нормативов 
на доверие к ЕЦБ. Структурное моделирование также позволило подтвердить предположение о 
трансмиссионном эффекте стабильности финансовой системы. Была разработана и эмпирически 
подтверждена модель медиации, результаты анализа которой свидетельствуют, что внедрение 
более строгих мер государственного регулирования и надзора в банковскую сферу приводит к 
эрозии доверия к Европейскому центральному банку через причинно-следственную цепь вследствие 
ухудшения развития финансовых рынков и учреждений.
Ключевые слова: банковское регулирование; стабильность финансовой системы; надежная 
финансовая система; доверие; Европейский центральный банк; ЕЦБ; Базельский комитет.

1. Introduction
After Global Financial Crisis that took place in 2008, scholars worldwide have long debated the 

scope and degree of government intervention in the banking sphere aimed at minimizing the proba-
bility of financial instability occurrence, including banking crises, which have long-term and destruc-
tive consequences for the economy. Strengthened banking regulations and standards for financial 
systems, markets, and institutions, including those made by Basel Committee, have been made in 
many countries to avoid or minimize the devastating consequences of system risks and further fi-
nancial crises. Despite a considerable amount of academic literature has been published on govern-
ment regulatory and supervisory interventions in the banking sphere, only a few empirical studies 
had evaluated the hit of financial policy, including banking regulations, on trust in the ECB. 

2. Brief Literature Review 
The academic and policy-making literature has been greatly enriched through studies, ana-

lysis, and academic publications, highlighting the crucial role of banking regulations. Ban king 
 regulations have been a topic of intense policy discussion, especially following a period of  financial 
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crisis (Lentner et al., 2019; Durcova, 2021; Chen et al., 2020; Dudchenko et al., 2020;  Purwono & 
Dimayanti, 2020). The discussions regarding banking regulations have been orien ted to «con-
ventional» bank requirements, restrictions, and guidelines and also the issues emer ging from the 
re gulatory and supervisory interventions that the central banks have taken during the financial 
crisis (Sysoyeva & Buriak, 2014; Innocent et al., 2019; Pažický, 2018; Folwarski, 2018;  Jiang & 
Wang, 2017). To date, several empirical studies have proven that liberal light-handing banking 
re gulation and monitoring have resulted in system risks that were further broken down into fi-
nancial crises (Aldomy et al., 2020; Kremen et al., 2018; Merrouche & Nier, 2010). It was shown 
that countries significantly affected by the global financial crisis had a weaker system of ban-
king re gulation and supervision compared to those countries that coped better during crisis tur-
bulences. In recent cross-sectional studies (Naser, 2019; Gulaliyev et al., 2019; Ijaz et al., 2020; 
 Murshudli et al., 2020; among many others), vectors of banking regulations focus on banking sys-
tem stability. As a result, the effectiveness of regulatory and supervisory approaches used in the 
banking sector in the pre-crisis period has been actively studied in scientific literature worldwide 
(Islam & Khan, 2019).

 Another fast-growing strand of academic literature highlighted factors that are associated 
with human capital (Bryl, 2020), financial awareness, literacy and rationality (Sági, et al., 2020; 
 Gavurova et al., 2019), ethnical behavior (Salé et al., 2021; Rybaczewska et al., 2020), loyalty 
and trust (Kusuma et al., 2020; Korcsmáros et al., 2019; Çera et al., 2019) in different economic 
and social spheres. Some authors have mainly been interested in questions concerning trust at 
an institutional level from a banking perspective (Ključnikov et al., 2020; Buriak et al., 2019); ho-
wever, the link between banking regulations and trust in the ECB have often not been sufficiently 
addressed by modern research. 

Fischer & Hahn (2008), based on data originated from the Eurobarometer survey, asserts that 
price stability enhancement increased trust in the ECB during the early stage beginning from 
1999-2004. A possible explanation for this result might be that achieving the central bank’s pri-
mary objectives engenders positive associations of public opinions about the ECB performance. 
This view is supported by Ehrmann et al. (2013), who had found that the loss of trust in the ECB du-
ring the 2007-2009 global financial crisis and the sovereign debt crisis in some euro-area Member 
States primarily associated with blaming central banking for the financial sector troubles and for 
being incompetent to predict and solve the global crisis. These research findings are sustained by 
Albinowski et al. (2013), Berggren et al. (2014), Roth et al. (2014).

A broader perspective on the trust in the ECB and financial policy has been adopted by 
Albinowski et al. (2014), who claims that restrictive monetary policy that had conducted by sharp 
decrease interest rates in front of pessimistic public expectations implies adverse effect on their 
trust in the ECB. In the same vein, Horvath & Katuscakova (2016), using probit regressions based 
on the European Commission’s Eurobarometer survey from 2000 to 2011, points out the transpa-
rency of the ECB’s monetary policy enhances trust, however up to a certain level. While too much 
transparency destructive for a built level of trust. 

However, such studies remain narrow in focus dealing only with a link between the monetary 
policy instruments and trust in the ECB. We argue that inadequate banking regulations that under-
mine financial system stability and eventually led to the crisis’s occurrence have shaped econo-
mic agents’ perception of central banks’ responsibility in it and, therefore, erode trust in the ECB.

3. Purpose
The aim of the study is twofold. Firstly, it attempts to investigate the relationship between go-

vernment regulatory interventions in the banking sphere and trust in the ECB. Secondly, it pur-
ports to ascertain a mediation role of financial system stability as a transmitting path between 
banking regulations and trust in the ECB.

4. Materials and Methods
The data was derived from the ECB (Supervisory and prudential statistics), International Mo-

netary Fund (Financial Development Index), and OECD. Stat databases were used in this study. 
The time period of analysis was considered the 13 years of data from 2007 to 2019. The  data 
collected were fused and analyzed by using Structural Equation Modeling (SEM). Data ma-
nagement, statistical analysis, including confirmatory factor analysis, and PATH modeling were 
carried out  using STATISTICA to answer the research hypothesizes. The research model made 
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up of structural and measure ment models has been driven by considerable theoretical and em-
pirical research studies.

The proposed structural model comprises three types of constructs also viewed as latent va-
riables, namely: exogenous variable consisted of banking regulations proxies, mediating variable 
representing financial development proxies, and an endogenous variable made up of trust in the 
ECB proxies. 

Banking regulations is a complex multidimensional latent construct that could not be measu-
red by a single indicator. Due to the proposed model identification and specification, the number 
of observed variables should be limited. Therefore, the exogenous constructs of banking regu-
lations are measured by the solvency ratio (%) and Tier 1 ratio (%). According to the provisions 
of the Basel III final rule, the solvency ratio is based on risk-weighted assets. According to rep-
resentatives of the Basel Committee, increased banking regulations should minimize the pro-
bability of global financial and economic crisis occurrences. The authors of the amendments to 
the Basel Capital Accord hope that the proposed package of changes, including new provisions 
of Tier 1 capital, will significantly strengthen the financial condition of banks and protect them 
from taking on excessive risks. 

The mediated constructs presented by financial system stability are measured by the fi-
nancial development index and the inflation rate. In contrast to relevant and timely research 
(Brychko et al., 2021), where financial sector deformation reflected by the degradation of finan-
cial institutions and markets was used as a mediator, a mediational pathway of financial system 
stability represented by the financial development of markets and institutions was investigated in 
this study. Following Gospodarchuk & Suchkova (2019) and Korzeb & Niedziółka (2020), a stable 
financial system is capable ensure economic agents with developed financial institutions and fi-
nancial markets are in terms of their depth, access, and efficiency (Sahay et al., 2015). Therefore, 
financial system stability is assimilated into the financial development index ( Svirydzenka, 2016). 
A second observed variable that was additionally incorporated for the multilayered latent con-
struct represented by the financial system stability is the inflation rate. The state of the financial 
system is provided on the inflation rate since the overriding principle of financial system stabi-
lity focused on price stability.

The latent construct of trust in the ECB consists of two observed variables. The generalisabi-
lity of a considerable amount of published research concerned with trust or distrust in the ECB 
had indicated that Net trust in the ECB is a widely-accepted standard indicator. Net trust in the 
ECB is determined by subtracting citizens who do not have expressed trust in the ECB from citi-
zens who have expressed it. This difference does not include citizens who have not yet indicated 
their position or have difficulties answering. The metadata was derived from performed and pub-
lished on behalf of the European Commission the Eurobarometer surveys. A second observed 
variable that was additionally incorporated in this research is the unemployment rate, which is 
consistent with recent academic literature (Brychko et al., 2020). In line with previous studies 
(Roth et al., 2012, 2014), the unemployment rate was introduced in this empirical research since 
it was viewed as one of the most critical factors negatively affecting the level of trust in the ECB. 
This statement is therefore in full compliance with the public attitude towards monetary policy ef-
ficiency. In the case of the growing unemployment rate, the trust in the government interventions 
pursued by the ECB is being undermined. Both latent and observed variables together with their 
labels are shown in Table 1. 

This study collates and summarizes academic researches on banking regulations and finan-
cial system stability into a new conceptual framework of trust in central banking. This study set 
out to provide some empirical evidence on the intertwined relationship between government 
 interventions carried out through banking regulations and trust in the ECB, taking into account the 

Table 1: 
List of latent constructs together with proxies used in the study

Source: Compiled by the author
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mediating role of financial system stability. The consequent of the research framework in this study 
is trust in the ECB, while the antecedents are banking regulations and financial system stability. 
Besides, the full or partial mediation effect of financial system stability in the link between banking 
regulations and trust in the ECB was also investigated. The conceptual research framework that 
was used during structural equation modeling is presented in Figure 1.

Two types of variables are visualized in Figure 1 by two different graphic objects. Thus, rectan-
gular items depict observed variables used for building latent constructs. In Figure 1, latent con-
structs that are could not be measured directly illustrated by elliptical shapes. Elliptical shapes 
named DELTA 1-2 and EPSILON 1-4 are regarded as hidden or inexplicable interrelationships and 
variances in measurement models. In scholarly literature that utilizes SEM, these have become 
known as «errors in measurement.» Accordingly, ZETA 1 and ZETA 2 constitute «errors in equa-
tions,» in other words, residuals of structural equations, which could arise due to research data 
limitations that do not strictly reflect all significant factors in the developed structural model.

Established goal achievement comes down to program identification of targeted effects, 
consisting of factor loadings and path coefficients, graphically depicted by directional ar-
rows (→) in Figure 1. Directional arrows 1-2, 5-6 (see Figure 1) from latent constructs to their 
measurements constitute factor loadings. Directional arrows from financial system stability 
(FIN. SYSTEM. STABIL.) to financial development index (FIN. DEVELOP. INDEX) and from trust 
in the ECB (TRUST.ECB) to net trust in the ECB (NET.TRUST.ECB) have no numbers above the 
arrow. The following means that the program fixes these unspecified parameters to a constant 
(factor loadings are equal to one). Directional arrows between latent constructs 13-15 are path 
coefficients. Quantitative estimation of path coefficients identifies interactions between ban king 
regulations, financial system stability, and trust in the ECB. Thus, parameters estimation tar-
geted at directional effects identification consisted of four-factor loadings and three path coef-
ficients. Overall, the conceptual research model includes three path coefficients, four-factor 
loadings, and eight variances, in total fifteen parameters illustrated in Figure 1.

In Figure 1, government interventions in the form of banking regulations affect the financial sys-
tem stability, and the financial system stability, in turn, affects trust in the ECB. In this case, finan-
cial system stability serves as a mediator of the relationship between banking regulations and trust 
in the ECB.

5. Results and Discussion
To verify the conceptual research framework and hypotheses, structural equation modeling 

(SEM) was used. Structural equation modeling was performed for both structural and measure-
ment models, results of which are set out below. The empirical results had been obtained by the 
SEPATH STATISTICA software application.

A confirmatory factor analysis was performed to verify proxies for the latent constructs and 
model measurement fitness. Regressions together with estimated coefficients and p-values for 
different latent constructs are presented in Figures 2a and Figures 2b for endogenous  variables 

Figure 1: 
The conceptual research framework 

(hypothetical interaction of latent constructs and measured variables)
Source: Author’s elaboration
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and Figure 2c for the exogenous variable. Iterative procedures were undertaken to determine 
four-factor loadings and six variances (free parameters) of the conceptual model. Iterative pro-
cedures are geared to make the difference between the model implied covariance matrix and 
sample covariance matrix as close to zero. Program iterative procedures are rooted in discre-
pancy functions. Compared with other SEM scientific literature, where partial, generalized, or 
weighted least squares were used, the maximum likelihood method was utilized in this study.

The results obtained from the measurement models analysis depicted in Figure 2a are shown 
that financial system stability ensures the decline in the inflation rate. Thus, an increase in financial 
system stability per unit had to result in a substantial decrease of the inflation rate by 52.572 p.p. 
It is noteworthy that most academics consider changes in the general price level had triggered 
many financial and economic crises. These empirical results are contrary to previous studies, 
which have suggested that price stability is almost a sufficient condition for ensuring financial 
stability. However, these empirical results agree with recent studies indicating that systemic fi-
nancial instability threatens the normal functioning of the mechanism for issuing money in the 
economy. Consequently, an increase in demand from banks for liquidity in conditions of financial 
instability is equivalent to a rise in demand for the monetary base that, as a result of central bank 
interventions, will grow, which may affect the achievement of price stability. At the same time, the 
regression coefficient of the financial development index is being fixed by the program. The fol-
lowing means that the financial system stability increment leads to equivalent growth of the finan-
cial development index. Thus, financial system stability and the development of financial institu-
tions and financial markets (in terms of depth, access, and efficiency) mutually reinforce each 
other in the long term.

In the current study, factor loading of variable capturing net trust in the ECB based upon 
 Eurobarometer survey is fixed to a constant (equal to one) by the program independently. A one-
percentage-point increase in the latent construct of trust in the ECB leads to an improvement of 
binary variable capturing net trust in the ECB based upon the bi-annual Eurobarometer survey 
by an equivalent amount. However, a negative link is observed between ensuring trust in the ECB 
and the unemployment rate. Thus, ensuring trust in the ECB at 1.000 p.p. provides decline the 
unemployment rate by 0.221 p.p.

Banking regulations ensure the growth of banking institutions’ solvency. A positive relationship 
is also obtained between banking regulations and tier one capital. Thus, the expansion of the ECB 
interventions in the form of banking regulations at 1.000 p.p. yields the rise in the solvency ra-
tio and tier one ratio by 2.640 and 2.748 p.p., accordingly. An unintended finding of such notable 
reaction of the changes in the solvency ratio and tier-one ratio demonstrates the significant im-
pingement of government interventions on banking institutions’ stability.

Figure 2: 
Output path diagrams for the measurement models
Source: Author’s estimations graphical representation
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A structural model was estimated by path analysis via SEPATH STATISTICA. Estimated stan-
dardized parameters of the structured model were demonstrated in Table 2. The link between two 
predictors, i.e., bank regulations as the exogenous latent construct, the financial system stability 
as the mediator, and trust in the ECB as the endogenous latent construct, is outlined by the pro-
posed structural model. The conceptual model depicted in Figure 1 assumes that banking regula-
tions and trust in the ECB are, directly and indirectly, interconnected and mediated by the financial 
system stability. The outcomes for estimated direct effects are shown in Table 2.

According to obtained results the relationship between banking regulations and trust in the 
ECB (path 14) is significant and positive (α = 7.707, T-statistics = 1.930, p = 0.054). The most 
prominent finding to emerge from the analysis is that banking regulations without going through 
an intermediary improving public trust in the ECB since government regulatory and supervisory 
interventions in the banking sphere indicate a timely reaction of the ECB on degradation or varia-
bility of banking institutions’ financial conditions.

Furthermore, banking regulations do have a significant influence on financial system stabi-
lity (α = -0.009, T-statistics = -2.166, p = 0.030), and the latter on trust in the ECB (α = 906.025, 
T-statistics = 2.744, p = 0.006). Contrary to expectations, this investigation did not find a posi-
tive relationship between banking regulations and banking system stability. The following means 
that government interventions in the banking sphere slightly (α = -0.009) derive inflation rate 
increment and hampers the financial development index. These findings raise intriguing ques-
tions regarding the nature and extent of government regulatory and supervisory interventions 
in the banking sphere. It is interesting to note that the financial system stability significantly 
(α = 906.025) boosts trust in the ECB. These results provide further support for the hypothesis 
that the ECB responsible for proper financial institutions’ behavior through which changes pub-
lic attitude toward it.

It was hypothesized that financial system stability mediates the relationship between banking 
regulations and trust in the ECB. Model of direct and mediation effect displayed with estimated re-
gression coefficients in Figure 3.

A rise by one standard deviation in the banking regulations creates the causal chain by virtue of 
the financial system stability leads to the shrinkage of trust in the ECB of 8.154 standard deviations 
(mediation model). According to the mediation analysis summary, the Sobel test (z test) used for 
model fit testing is -1.814, corresponding to a p-value equal to 0.035 (Table 3). 

Taken together direct and mediation effects, the total impact of banking regulations on trust 
in the ECB is -0.447. These empirical findings presume that streamlining of banking regulations 
by one standard deviation can promote the causal chain by virtue of the financial system insta-
bility that would generate an undermine trust in the ECB by 0.447 standard deviations. The direct 

Figure 3: 
A mediation analysis (path diagram with estimated coefficients)

Source: Author’s estimations graphical representation

Table 2: 
SEPATH STATISTICA estimations for the structural model

Source: Author’s presentation of program estimations
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 effect model could be considered as mediated effect model whereby relevant mediators remain 
to be decided. The total effect indicates adverse mediation of changes in financial sector stability 
and other phenomena distinct from it in the link between banking regulations and trust in the ECB. 
Consequently, it was found that stricter government regulatory and supervisory interventions in 
the banking sphere are changing the imprudent financial institutions’ behavior, however, nega-
tively accomplishing financial development financial markets and institutions. Meanwhile, both fi-
nancial system stability and banking regulations contribute to trust in the ECB. The research fin-
dings add to the growing body of research that indicates that stricter government regulatory and 
supervisory interventions in the banking sphere drive trust violations in central banking upon the 
causal chain by virtue of financial development financial markets and institutions deterioration.

All the indicators of SEPATH STATISTICA output validate that no modifications of the con-
ceptual structural model are required since all the latent constructs and measurement variables 
have good goodness-of-fit statistics. Values of Chi-square statistics (χ2), Chi-Square p-level, CFI 
(Comparative fit index), NFI (Normed fixed index), TLI (Tucker-Lewis index), GFI (Goodness of 
fit index), RMSEA (Root mean square error of approximation), PCFI (Parsimony-adjusted fit in-
dex), PNFI (Parsimony-adjusted normed fit index) are within recommended threshold rates and is 
agree with previous investigations (Ryciuk & Nazarko, 2020; Suifan, 2019; Hooper, Coughlan, & 
 Mullen, 2008; Steiger, 2007).  

6. Conclusion
The present study was designed to determine the effect of banking regulations on trust in the 

ECB, where financial system development was performed as a mediator. Empirical findings of this 
research yield theoretical implications and, therefore, contribute to the existing academic studies 
on banking regulations in several ways.

Firstly, this study proves helpful in expanding and validating favorable perceptions by the so-
ciety of government regulatory and supervisory interventions in the banking sphere. Thus, some 
reforms in central bank policy had appeared essential, in such areas as capital control and solven-
cy regulations of banking institutions, with the intention of maintaining and expanding trust in the 
ECB. By introducing elements of proof about the direct (unmediated) link, this study reveals that 
a steady increase in government involvement, especially in Basel capital and solvency require-
ments, across other phenomena, distinct from whatever financial system stability imparts, would 
yield a rise in net trust expressing towards the ECB.

Secondly, this study has raised important questions about the mediation role of financial sys-
tem stability as a transmitting path between banking regulations and trust in the ECB. Relying on 
preliminary empirical findings that banking regulations do have a significant influence on financial 
system stability, and the latter on trust in the ECB, the mediation effect model was created, stu-
died, and tested. In response to the negative impact of banking regulations on financial system 
development, a negative mediation effect was established. Thus, a rise in the banking regulations 
creates the causal chain by virtue of the financial system stability changes leads to the shrinkage 
of trust in the ECB. 

The analysis has shown that despite positive mediation of other phenomena and/or processes 
distinct from financial development and inflation, given the negative mediation of financial system 
stability in the linkage between banking regulations and trust in central banking, the total media-
tion model implies a negative effect. Empi rical data results derived from the hypothesized model 
measurement had detected both unmediated (direct) and mediated (indirect) effects of banking 
regulations on trust in the ECB. According to the general principles and procedu res of structural 
equation modeling, this result is referred to the partial mediation. Among considerable research 
outcomes are that the mediation effect is greater than the unmediation effect. From a practical an-
gle, empirical results indicate that financi al system stability is expected to take the lead mediator 
in the path between govern ment regulatory and supervisory interventions in the banking sphere 
and trust in the ECB.

Table 3: 
Mediation analysis summary

Source: Author’s calculation
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Additional research will have to be conducted in order to determine both new mediators and 
moderators (conditional effect model) between banking regulations and trust in central banking. 
Further modeling work, based on a more comprehensive range of macroeconomic and institu-
tional mediators, would expand the field of diffusion and transmission channels in a link of banking 
regulations and trust in the ECB.
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