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within the Vietnamese banking sector. Furthermore, it evaluates the 
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Design/ methodology/ approach – Utilizing panel data from 25 
Vietnamese commercial banks over the 2010-2024 period, the research 
employs Generalized Least Squares (GLS) and Panel-Corrected 
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Findings – Th e empirical fi ndings reveal that while customer deposit 
growth independently exerts a signifi cant positive impact on loan 
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the negative pressures that may arise between deposit mobilization and 
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between bank size and risk tolerance. This 
suggests that larger commercial banks, 
leveraging their advantages in deposit 
mobilization, are more inclined to accept 
risks when pursuing aggressive loan growth to 
generate higher returns. Similarly, Diep and 
Tu (2022) found that bank size contributes 
to profit stability and risk mitigation. Their 
study also revealed that while competition is 
positively associated with risk, this relationship 
is moderated by bank size; specifically, the 
impact is less pronounced for large-scale banks 
compared to their smaller counterparts.

Given the theoretical and empirical evidence 
above, this study investigates the moderating role 
of bank size on the impact of deposit growth on 
lending growth within the Vietnamese banking 
sector - a prominent emerging market. The 
remainder of this paper is organized into four 
sections: (i) literature review and hypothesis 
development; (ii) research methodology, data, 
and model specification; (iii) presentation 
and discussion of empirical results; and (iv) 
conclusions and policy implications.

2.	 Literature review and hypothesis 
development

2.1. Deposit-loan nexus in the banking sector 

The fundamental role of commercial banks 
as financial intermediaries is rooted in the 
mitigation of information asymmetry. Drawing 
upon Akerlof (1970) pioneering work on 
adverse selection and moral hazard, Leland 
and Pyle (1977) emphasized that banks act as 
specialized agents in information production, 
facilitating efficient capital allocation between 
surplus and deficit entities. Complementing 
this view, Allen and Santomero (1997) asserted 
that financial intermediaries remain vital across 
both traditional and modern markets, where 
they not only mobilize household deposits but 
also perform a crucial monitoring function on 
behalf of depositors.

1. 	Introduction

Commercial banks serve as financial 
intermediaries between lenders and borrowers, 
or more broadly, between surplus and deficit 
entities. Their core functions involve mobilizing 
deposits and extending credit to customers 
(Cao, 2021; Matthews et al., 2023). Thakor and 
Boot (2008) emphasize that policymakers and 
researchers alike recognize the central role of 
commercial banks in integrating lending with 
deposit-taking. Compared with other financial 
intermediaries, commercial banks have an 
information advantage in mobilizing deposits, 
helping ensure borrowers maintain access 
to capital even during credit market shocks. 
Furthermore, banks provide essential liquidity 
to both depositors and borrowers, a function 
that reinforces the synergy between deposit 
and lending activities. While customer deposits 
supply liquidity to banks (Dahir et al., 2019), 
an increase in loans can constrain it, thereby 
incentivizing banks to enhance their deposit 
mobilization capabilities. Extensive empirical 
evidence confirms that deposit growth 
significantly and positively influences lending 
growth (Dang et al., 2021; Jessica & Chalid, 
2019; Yasnur & Kurniasih, 2017; Awdeh, 2017; 
Ivanović, 2016).

According to Tutino et al. (2014), bank 
size introduced heterogeneity in loan growth, 
portfolio quality, and profitability during the 
financial crisis. Size can also be a key determinant 
of financial intermediation efficiency. Larger 
banks benefit from economies of scale through 
the efficient allocation of fixed costs across 
deposit and lending operations, while achieving 
superior diversification of loan portfolios 
(Demirguc-Kunt et al., 2004). Moreover, Wang 
(2015) asserts that bank profitability increases 
with scale due to enhanced competitiveness 
and specialization.

In the context of Vietnam, Nguyen and 
Huynh (2019) identified a positive relationship 
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(2024) noted, factors such as non-performing 
loans can impair bank efficiency and compel 
institutions to restrict loan growth despite 
deposit availability.

Given the theoretical consensus on the 
intermediation function and the prevailing 
empirical evidence from both global and 
domestic markets, it is anticipated that deposit 
mobilization remains the bedrock of lending 
activities in the Vietnamese banking sector. 
Therefore, this study proposes the following 
hypothesis:

Hypothesis H1:  Customer deposit growth 
exerts a significant positive impact on loan growth.

2.2. Bank size and financial intermediation 
operations

The impact of bank size on operational 
performance and credit expansion remains a 
subject of significant academic debate. From 
the perspective of economies of scale, larger 
financial institutions are often associated 
with cost efficiencies and superior financial 
performance. Empirical evidence from Kayani 
and Hakiman (2023) and Okwaro et al. (2024) 
confirms that bank size exerts a significant 
positive influence on profitability, typically 
proxied by return on assets. This is theoretically 
supported by the modern intermediation 
theory of Diamond (1984), which posits that 
larger intermediaries benefit from enhanced 
diversification, lower failure probabilities, 
and implicit government guarantees – such as 
“too big to fail” subsidies – which lower their 
marginal costs of funding.

Conversely, a competing body of literature 
highlights the existence of diseconomies of 
scale. Dahir et al. (2019) found a negative 
correlation between bank size and loan growth, 
while Banya and Biekpe (2018), Suroso and 
Mala (2024) argued that excessive size may lead 
to organizational rigidities, thereby diminishing 
efficiency and profitability. Interestingly, 

From a structural perspective, the 
relationship between deposits and lending is 
governed by the nature of market competition. 
While perfectly competitive models suggest 
that banks optimize loan and deposit volumes 
based on interest rate margins and marginal 
costs, imperfect competition models – 
supported by Freixas and Rochet (2008) and 
Matthews et al. (2023) – argue that lending is 
intrinsically constrained by deposits due to 
reserve requirements and liquidity mandates. 
Consequently, classical financial intermediation 
theory posits that deposit growth serves as a 
primary catalyst for credit expansion.

A substantial body of empirical literature 
underscores the significance of deposit 
mobilization for bank stability and credit 
growth. Mahmood et al. (2023) identified 
deposit growth as a critical determinant of 
lending capacity and overall institutional 
stability. This is further corroborated by Aziz 
and Maulida (2024), who found that in the 
Indonesian context, customer deposits are the 
primary funding source for credit extension, 
thereby directly supporting the financial 
intermediation function. Similarly, Gupta and 
Devi (2021) highlighted the positive influence 
of capital formation on loan growth.

In the specific context of Vietnam, Nguyen 
and Nguyen (2022) demonstrated that liquidity 
supplied via customer deposits significantly 
drives loan growth, noting that deposits and 
bank capital can act as substitutes to sustain 
lending activities. Technical analyses, such 
as the Lotka-Volterra model employed by 
Fadhlurrahman and Sumarti (2016), also 
confirm a positive correlation between these 
two variables. Furthermore, Awdeh (2017) 
provided evidence that both contemporaneous 
and lagged deposit growth are statistically 
significant predictors of private sector credit 
expansion. However, this relationship is not 
without constraints; as Chun and Ardaaragchaa 



Journal of Finance - Marketing Research Vol. 4, Issue 4; July 2026

133

Based on these theoretical and empirical 
foundations, the following hypotheses are 
proposed:

Hypothesis H2a: Bank size has a significant 
positive impact on loan growth.

Hypothesis H2b:  Bank size positively 
moderates the financial intermediation nexus 
between deposits and loans, such that the 
impact of deposits on lending is stronger for 
larger banks.

3.	 Model specification and research 
methodology

3.1. Research model

To empirically test the proposed hypotheses, 
this paper employs two econometric 
specifications with  loan growth (LG)  as the 
primary dependent variable.

The first specification (Model 1) serves as 
the  baseline model  to examine Hypothesis 
H1, focusing on the direct impact of  deposit 
growth (DG) on credit expansion. The second 
specification (Model 2) is designed to test 
Hypotheses H2a and H2b by incorporating bank 
size (SZ)  as an independent regressor and 
an interaction term (DG×SZ). This interaction 
term is critical for capturing the potential 
moderating effect of organizational scale on the 
deposit-loan nexus.

To ensure the robustness of the estimations 
and mitigate omitted variable bias, the models 
include a comprehensive set of control variables 
(CONTROL). These include liquidity (LI), credit 
risk (CR), and  management efficiency (ME), 
all of which are documented in the literature 
as key determinants of bank lending behavior. 
The operational definitions and measurement 
methodologies for all variables are detailed in 
Table 1.

Naseri et al. (2020) suggested a non-linear 
relationship, identifying an inverted U-shaped 
effect on profitability and a U-shaped effect on 
cost efficiency, implying that the advantages of 
scale may diminish beyond a certain threshold.

The capacity of a bank to transform deposits 
into loans is fundamentally constrained by its 
operational scale and market reputation. While 
small banks may not inherently destabilize the 
system (De Haan & Poghosyan, 2012), historical 
evidence from the US savings and loan crisis 
suggests that smaller institutions often face 
tighter financial constraints when executing 
growth strategies. Meral (2015) emphasized 
that small banks encounter greater challenges 
in mobilizing stable, long-term deposits 
compared to their larger counterparts - a factor 
critical for sustaining the bank lending channel.

Building on this, Suriawinata et al. (2023) 
provided evidence that bank size not only 
directly facilitates higher deposit volumes but 
also indirectly enhances net interest margins. 
Furthermore, Demirguc-Kunt et al. (2004) 
argued that larger banks benefit from a lower 
cost of deposits and higher mobilization 
capacity, which together create greater 
opportunities for credit extension. Within this 
framework, bank size acts as a catalyst that 
strengthens the synergy between mobilization 
and lending activities.

Despite extensive research on the direct 
impacts of bank size, there remains a notable 
lacuna in the literature regarding its moderating 
role  within the deposit-loan growth nexus. 
While the link between deposits and loans 
is well-established, the extent to which this 
relationship is amplified or attenuated by the 
bank’s scale – particularly in the context of 
an emerging market like Vietnam – remains 
unexplored. This study addresses this gap 
by examining whether bank size serves as 
a critical boundary condition for financial 
intermediation efficiency.
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Model 2  incorporates bank size and the 
interaction term between deposit growth 
and bank size to test the direct eff ect of scale 
(Hypothesis H2a) and its moderating role 
(Hypothesis H2b):

LGi,t = α + β1DGi,t  + ∑
j=1

n

jCONTROL j,i,t  + εi,t

LGi,t = α + β1DGi,t + β2SZi,t + β3(DGxSZ)i,t + ∑
j=1

n

jCONTROL j,i ,t  + εi,t(2)

LGi,t = α + β1DGi,t  + ∑
j=1

n

jCONTROL j,i,t  + εi,t

LGi,t = α + β1DGi,t + β2SZi,t + β3(DGxSZ)i,t + ∑
j=1

n

jCONTROL j,i ,t  + εi,t

Where  CONTROLj,i,t   is a vector of bank-
specifi c control variables, including liquidity 
(LI), management effi  ciency (ME), and credit 
risk (CR).

To empirically test the proposed hypotheses, 
we specify two panel data regression models. 
Let  α represent the intercept,  β and π denote 
the regression coeffi  cients for the explanatory 
and control variables respectively, i signify the 
individual commercial bank (i = 1,…, 25), t 
denote the time period (2010,…, 2024), and ε 
represent the idiosyncratic error term.

Model 1 is the baseline specifi cation used to 
examine the direct impact of deposit growth 
on loan growth (Hypothesis H1), without the 
inclusion of the interaction eff ect:

LGi,t = α + β1DGi,t  + ∑
j=1

n

jCONTROL j,i,t  + εi,t

LGi,t = α + β1DGi,t + β2SZi,t + β3(DGxSZ)i,t + ∑
j=1

n

jCONTROL j,i ,t  + εi,t

(1)

Table 1. Variable Defi nitions and Measurements
Variable Symbol Defi nition and Measurement Empirical research

Dependent variable

Loan growth LG
Annual change in total customer 
loans divided by the beginning 
balance of loans.

Dahir et al. (2019), Dang et al. 
(2021), Gupta and Devi (2021), 
Chun and Ardaaragchaa (2024), 
Aziz and Maulida (2024), Nguyen 
and Nguyen (2022)

Explanatory variables

Deposit 
growth DG

Annual change in total customer 
deposits divided by the beginning 
balance of deposits.

Aziz and Maulida (2024), Mahmood 
et al. (2023)

Bank size SZ Th e natural logarithm of total assets.

Gupta and Devi (2021), Mahmood 
et al. (2023), Nguyen and Nguyen 
(2022), Dahir et al. (2019), Dang et 
al. (2021)

Interaction 
Term DGxSZ

Interaction term between Deposit 
Growth and Bank Size (multiplication 
of DG and SZ).

Authors’ suggestion based on Baron 
and Kenny (1986)

Control variables

Bank liquidity LI Th e ratio of liquid assets to total 
assets.

Dahir et al. (2019), Gupta and Devi 
(2021), Chun and Ardaaragchaa 
(2024)

Management 
effi  ciency ME Th e ratio of total operating costs to 

total average assets. Nguyen and Nguyen (2022)

Credit risk CR
Non-performing loan ratio: Non-
performing loans divided by total 
customer loans.

Chun and Ardaaragchaa (2024), Aziz 
and Maulida (2024)
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To be included in the final sample, banks 
were required to meet the following criteria:

(i) 	 Data Availability - The bank must 
maintain consistent financial records 
to allow for the measurement of all 
dependent, independent, and control 
variables throughout the entire 15-year 
timeframe.

(ii) 	 Audit Integrity -  Financial statements 
must have been published annually and 
received an unqualified (clean) opinion 
from an independent auditing firm, 
ensuring the reliability of the secondary 
data.

A summary of the descriptive statistics for 
all variables utilized in the empirical models is 
presented in Table 2.

3.2. Data collection and sample selection

This study employs a purposive sampling 
technique to construct a  balanced panel 
dataset, ensuring the continuity and statistical 
robustness of the observations. The final 
sample comprises  25 Vietnamese commercial 
banks observed over a 15-year period from 2010 
to 2024, yielding a total of 375 bank-year 
observations.

The selection of the study period is 
strategically grounded. The year  2010  was 
established as the baseline to capture the 
Vietnamese banking sector’s trajectory as it 
normalized and entered a phase of significant 
expansion following the 2008-2009 global 
financial crisis. The period extends to  2024  to 
incorporate the most recent financial data 
available, providing a contemporary perspective 
on the industry.

Table 2. Descriptive statistics of variables

Variable Obs. Mean Std. Dev. Min Max
LG  375  0.2175  0.2768 -0.7038  4.2447
DG  375  0.2124  0.2696 -0.6630  2.8234
SZ  375  18.7200  1.2356  15.5695  21.6518
LI  375  0.1915  0.0776  0.0484  0.5727
ME  375  0.0177  0.0052  0.0075  0.0565
CR  375  0.0209  0.0198  0.0001  0.2428

Notes: LG = Loan growth; DG = Deposit growth; SZ = Bank size; LI = Liquidity; ME = Management efficiency; 
CR = Credit risk. All variables are defined in Table 1.

Source: Author’s calculation

The descriptive statistics for the variables 
employed in the empirical models are 
summarized in Table 2. The dependent 
variable, loan growth (LG), exhibits significant 
variation, ranging from a minimum of -0.7038 
to a maximum of 4.2447. The mean value of 
0.2175 suggests an overall expansionary credit 
trend among Vietnamese commercial banks 
during the study period. This average growth 
rate is slightly lower than that observed in the 

Indian banking sector (0.2268), as reported by 
Gupta and Devi (2021), yet notably surpasses 
the 0.162 growth rate recorded for Mongolian 
banks by Chun and Ardaaragchaa (2024).

Regarding deposit growth (DG), the sample 
mean of 0.2124, coupled with a standard 
deviation of 0.2696, indicates a robust capacity 
for capital mobilization from customers within 
the Vietnamese market. Comparatively, this 
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(2021) and Baltagi (2021), the Generalized 
Least Squares (GLS) method was utilized to 
ensure efficient estimation. Furthermore, the 
Panel-Corrected Standard Errors (PCSE) 
approach was applied to verify the robustness 
of the results. A comparison between the GLS 
and PCSE estimates demonstrates consistency 
across models, indicating that the findings 
are robust and provide a reliable basis for the 
study’s conclusions.

4. 	Findings and Discussions

4.1. Correlation and Multicollinearity Analysis

Table 3 presents the correlation matrix and 
Variance Inflation Factors (VIFs) for the studied 
variables. The results indicate a significant 
positive correlation between loan growth 
(LG) and deposit growth (DG), reflecting 
the core financial intermediation function of 
Vietnamese commercial banks. Conversely, a 
weak negative correlation is observed between 
loan growth (LG) and bank size (SZ); however, 
this relationship lacks statistical significance. 
This suggests that the impact of bank size 
should be evaluated in conjunction with 
other factors, potentially acting as a structural 
support for financial intermediation activities. 
Furthermore, following the diagnostic 
criteria proposed by Gujarati (2021), both the 
correlation coefficients and VIF values remain 
within acceptable thresholds, confirming that 
multicollinearity does not pose a significant 
threat to the validity of the regression results.

mobilization rate is higher than that of Iraqi 
banks (0.173) reported by Mahmood et al. 
(2023) and significantly exceeds the findings 
of Aziz and Maulida (2024) for the Indonesian 
banking sector (0.0285).

The  bank size (SZ)  variable, measured as 
the natural logarithm of total assets, yields 
an average of 18.72. This indicates that the 
operational scale of Vietnamese commercial 
banks is considerably larger than that of Italian 
banks (10.184) studied by Gupta and Devi 
(2021) but remains smaller than institutions 
in Iraq (26.58) (Mahmood et al., 2023) and the 
BRICS nations (20.3) (Dahir et al., 2019).

Finally, the control variables - Liquidity 
(LI), Management efficiency (ME), and Credit 
risk (CR) - provide additional insights into the 
banks’ operational health, with mean values of 
0.1915, 0.0177, and 0.0209, respectively. The 
consistent set of 375 observations across all 
variables ensures the statistical reliability of the 
subsequent econometric estimations.

3.3. Estimation Method

Following the framework proposed by 
Baltagi (2021), this study employs both fixed-
effects (FE) and random-effects (RE) models for 
panel data analysis. The Hausman specification 
test was subsequently conducted to determine 
the most appropriate model between the 
two. Diagnostic tests revealed the presence 
of heteroskedasticity in the selected models; 
consequently, in accordance with Gujarati 

Table 3. Correlation coefficient matrix and VIFs

LG DG SZ LI ME CR
LG  1
DG  0.7495*** 1
SZ  -0.0824 -0.1996*** 1
LI  0.0733 0.18*** -0.2275*** 1
ME  0.0505 0.0272 -0.2282*** -0.2474*** 1
CR  -0.0306 0.0203 -0.1081** -0.0388 0.1205** 1
VIFs  1.0635  1.1963  1.1972  1.1807  1.0232

Notes: symbols  *** p<0,01; ** p<0,05; LG = Loan growth; DG = Deposit growth; SZ = Bank size; LI = Liquidity; 
ME = Management efficiency; CR = Credit risk. All variables are defined in Table 1.
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the interaction term between bank size and 
deposit growth is excluded. Conversely, for 
Model (2), the significant p-value indicates 
that the FE model is preferred upon the 
inclusion of the interaction variable. This shift 
in model selection underscores the sensitivity 
of the internal estimators to the inclusion of 
interactive structural components within the 
panel data framework.

4.2. Regression Analysis and Discussions

Table 4 summarizes the estimation results 
derived from both fixed-effects (FE) and 
random-effects (RE) models. The Hausman 
specification test yielded p-values of 0.0521 
for Model (1) and 0.0029 for Model (2). These 
statistical outcomes suggest that the RE model 
is more appropriate for Model (1), where 

Table 4. Regression results for FE and RE models

Variable Model (1) Model (2)

FE RE FE RE
DG 0.7936***

[0.0392]
0.7907***

[0.0362]
-3.9886***

[0.5150]
-3.7322***

[0.4860]
SZ 0.0141

[0.0160]
0.0148*

[0.0084]
-0.0632***

[0.0166]
-0.0404***

[0.0095]
DG.SZ 0.2637***

[0.0283]
0.2507***

[0.0269]
LI -0.4165**

[0.1654]
-0.1507
[0.1333]

-0.4730***

[0.1481]
-0.1649
[0.1193]

ME 0.2757
[2.5536]

2.1011
[1.9664]

-3.1816
[2.3156]

-0.7118
[1.7857]

CR -0.6387
[0.5468]

-0.6357
[0.4820]

-0.3055
[0.4907]

-0.5541
[0.4315]

C -0.1264
[0.3285]

-0.2217
[0.1819]

1.3695***

[0.3351]
0.8425***

[0.1988]
R-squared 0.5974 0.5720 0.6784 0.6534
Hausman test 10.9649

(0.0521)
19.9164
(0.0029)

Wald test for the residual 
regression

 112.8602
(0.0000)

78.17846
(0.0000)

Breusch-Pagan LM test 639.9808
(0.0000)

Wald test 1300.9292
(0.0000)

Notes: *** p<0,01; ** p<0,05; * p<0,1; (...) p-value of tests; [...] standard error; LG = Loan growth; DG = Deposit 
growth; SZ = Bank size; LI = Liquidity; ME = Management efficiency; CR = Credit risk. All variables are 
defined in Table 1.
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a significant positive effect on loan growth, 
thereby supporting Hypothesis H1. This finding 
shows that deposit growth acts as a primary 
catalyst for credit expansion by providing 
the essential liquidity and funding capacity 
required for banks to fulfill their roles as 
financial intermediaries and drive loan growth. 
This relationship is theoretically grounded 
in financial intermediation and information 
asymmetry theories, which posit that banks 
mitigate market frictions to facilitate efficient 
capital allocation. Furthermore, the observed 
positive impact of deposits on lending aligns 
with the empirical evidence and theoretical 
assertions established by Aziz and Maulida 
(2024), Mahmood et al. (2023), and Nguyen 
and Nguyen (2022). These findings are also 
consistent with prior research by Gupta and 
Devi (2021), Awdeh (2017), and Fadhlurrahman 
and Sumarti (2016), collectively reinforcing the 
role of deposit mobilization as a primary driver 
of credit expansion.

Following the model selection process, 
diagnostic tests for autocorrelation and 
heteroskedasticity were conducted. The Wald 
test results for residual autocorrelation yielded 
p-values of 0.4352 for Model (1) and 0.5597 
for Model (2), indicating the absence of serial 
correlation. However, the Breusch-Pagan LM 
test for the RE model and the Wald test for the 
FE model both produced p-values of 0.0000, 
confirming the presence of heteroskedasticity. 
To address this, Generalized Least Squares 
(GLS) and Panel-Corrected Standard Errors 
(PCSE) estimations were employed. These 
robust methods provide the final empirical basis 
for testing the hypotheses outlined in Section 2.

Table 5 summarizes the regression results 
using GLS and PCSE. A comparative analysis of 
these estimates demonstrates that the identified 
relationships in both Model (1) and Model 
(2) are consistent and robust. Specifically, in 
Model (1), customer deposit growth exerts 

Table 5. Regression results for GLS and PCSE models

Variable Model (1) Model (2)
GLS PCSE GLS PCSE

DG 0.6509***

(0.0329)
0.7812***

(0.0676)
-1.4437***

(0.3608)
-3.7322***

(0.6131)
SZ -0.0158**

(0.0062)
-0.0404***

(0.0092)
DG.SZ 0.1158***

(0.0206)
0.2507***

(0.0352)
LI -0.0289

(0.0701)
-0.2154
(0.1282)

-0.027
(0.0842)

-0.1649
(0.124)

ME -0.2296
(1.126)

1.1152
(2.0549)

-0.5704
(1.5095)

-0.7118
(2.2178)

CR -0.5963*

(0.3423)
-0.7108*

(0.4296)
-0.4925
(0.325)

-0.5541
(0.3812)

C 0.09***

(0.0267)
0.088*

(0.0519)
0.3802***

(0.1364)
0.8425***

(0.2013)
R-squared 0.5205 0.5684 0.5341 0.6534

Notes:  Symbols *** p<0,01; ** p<0,05; * p<0,1; (...) standard error; LG = Loan growth; DG = Deposit growth;  
SZ = Bank size; LI = Liquidity; ME = Management efficiency; CR = Credit risk. All variables are defined in Table 1.
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expansion. These findings can be elucidated 
through two primary perspectives:

Strategic focus on safety and capital 
costs:  Smaller commercial banks often face 
structural constraints and limited credit growth 
opportunities. While deposit growth initially 
motivates lending expansion, exceeding 
certain thresholds may exert upward pressure 
on funding costs. Consequently, banks are 
compelled to prioritize capital management 
efficiency and operational safety. Such rising 
costs may lead to higher lending rates or 
more stringent credit conditions, ultimately 
decelerating loan growth.

Capital source diversification:  Larger 
commercial banks leverage their established 
reputations and brand equity to proactively 
access diversified, low-cost funding channels 
beyond traditional customer deposits. This 
structural advantage explains why the direct 
dependence of loan growth on deposits may 
appear weaker in larger institutions; however, 
bank size serves as a crucial positive moderator, 
enhancing the efficiency with which mobilized 
capital is converted into loanable funds.

5. 	Conclusions and suggestions

5.1. Conclusions and suggestions

Utilizing a comprehensive dataset of 25 
Vietnamese commercial banks spanning the 
2010-2024 period, this study demonstrates that 
deposit growth exerts a significantly positive 
influence on loan expansion. However, this 
relationship is fundamentally altered when 
accounting for the interaction between bank 
size and deposit growth. Specifically, bank 
size acts as a critical positive moderator, 
mitigating the negative pressures that may 
arise between deposit mobilization and credit 
growth under certain conditions. These 
empirical findings suggest that the efficiency 
of financial intermediation in Vietnam varies 

Interestingly, this relationship is altered 
in Model (2) upon the inclusion of bank size. 
The results in Table 5 reveal that bank size 
has a negative impact on loan growth, which 
contradicts Hypothesis H2a; this finding aligns 
with the research of Dahir et al. (2019), which 
highlights the adverse effects of institutional 
scale on the credit expansion capabilities of 
commercial banks. Furthermore, bank size 
acts as a positive moderator in the relationship 
between deposit and loan growth. Specifically, 
an increase in institutional scale mitigates the 
adverse effects of deposit fluctuations on credit 
expansion, thereby providing robust empirical 
support for Hypothesis H2b. This finding 
reinforces the critical role of bank size in 
enhancing the financial intermediation function, 
facilitating a more efficient transformation of 
deposits into loans - a mechanism previously 
highlighted by De Haan and Poghosyan (2012), 
Meral (2015), Suriawinata et al. (2023), and 
Demirguc-Kunt et al. (2004).

These above empirical results elucidate 
the operational dynamics of financial 
intermediation by analyzing the interplay 
between deposits and loans in Vietnam’s 
banking system.

First, in the absence of moderating 
factors,  customer deposit growth  exerts a 
significant positive influence on  loan growth. 
This finding underscores the specialized role of 
Vietnamese commercial banks as intermediaries 
that bridge the gap between depositors and 
borrowers, aligning with classical  financial 
intermediation theory. As customer deposits 
constitute the primary capital source for 
lending activities, an expansion in the deposit 
base provides a direct incentive for banks to 
scale up their credit offerings to the market. 

Second, while  bank size  independently 
shows a negative correlation with loan growth, 
its  interaction  with customer deposit growth 
significantly and positively affects credit 
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significantly across bank-size cohorts. Based 
on these results, several practical implications 
are proposed. First,  bank executives  should 
strategically align their deposit mobilization 
policies with their institution’s scale to optimize 
loan growth trajectories. Second, the State Bank 
of Vietnam  should consider implementing 
differentiated regulatory frameworks for 
financial intermediation that are tailored to 
specific bank size categories. 

5.2. Limitations os the study

A key limitation is that this study models a 
strictly linear relationship between deposit and 
loan growth, assuming a uniform effect across 
all commercial banks. Hence, it overlooks 
potential non-linearities and heterogeneous 
behaviors across different bank size cohorts. 
Additionally, the study fails to establish the 

critical size thresholds where this relationship 
exhibits structural breaks or trend reversals. To 
address these gaps, future empirical research 
should delve deeper into the non-linear 
dynamics between deposit and loan growth 
across various bank size quintiles, or pinpoint 
specific thresholds where a reversal of these 
dynamics occurs.
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