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The share represented by financial services in the EC
economy is constantly increasing, in terms of both value
added and the number of people employed. This share
varies greatly according to the country concerned: in
France, for example, it is 4.3 % compared with 14.9% in
Luxembourg. In addition, in spite of considerable growth
during the 1980s, the contribution made by financial
services to the EC economy is still less in terms of value
than that recorded in the United States and Japan. The
creation of highly diversified products and the use of
modern technologies have helped to make financial
markets more internationalised.
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The relative importance of local branches: the average number of in-
of the sector in the EC habitants per branch is equal to 700, com-
economy pared with an average of 3 700 for the EC
Value added The large share of value as a whole. As competition intensifies and
added in Luxembourg's total GNP has much the banking sector becomes increasingly con-
to do with the international nature of its finan- centrated, however, it seems likely that jobs
cial markets. In 1989, 99.8% of all bonds will be cut.
listed on the Stock Exchange were foreign, International comparisons In 1988, in-
while foreign banks commanded a market surance premiums accounted for 6.3% of
share of 91%. The same explanation applies the EC’'s GNP, 9% in the case of the United
to the large share represented by financial States and 9.9% in the case of Japan. In
services in the United Kingdom, London still 1985, the percentages were 5.2, 7.6 and 6.9
being regarded as the financial centre of Eu- respectively.
rope (37% of bonds listed on the Stock Ex- Stock exchange capitalisation (national
change are foreign and the value added of shares) as a percentage of GNP repre-
financial services is over 10% of the GNP). sented 43% in the case of the EC, 52%
Employment In the financial services sec- for the United States and 139% for Japan.
tor, banking accounts for the bulk of jobs International banking transac-
(2.3 million people, i.e. around 65% of the tions within the Member States
total number employed), followed by insur- accounted for a third of all bank-
ance (1.2 million people). The relatively high ing transactions in 1988. In
percentage of jobs recorded in Luxembourg Japan, they accounted for
(5.7% of the total number employed) can be 36.4%, compared with a mere
attributed to the exceptionally large number 14.5% in the United States.
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BANKING ACTIVITIES Among the world’s
15 largest banks in terms of assets, one
finds 11 Japanese banks, 2 French, one
British and one American. If one considers
the top 100 banks, 44 are European
(mainly German and French), 28 -
Japanese, 11 - American, 4 - Canadian
and 3 Swiss. On an even broader scale,
over 30% of the top 500 banks are Euro-
pean, 21% - Japanese and only 6% -
American, the rest being divided up bet-
ween Swiss, Canadian, Swedish and other
nationalities. The small proportion of Ameri-
can banks is largely due to the highly frag-
mented nature of the American market.
One of the most notable features of the
past decade has been the extraordinary
rise to international prominence of
Japanese banks, to the detriment of Cana-
dian, American and British banks whose
relative importance has declined.
Japanese banks accounted for nearly 43%
of the international assets (held by national
institutions) of the various banks which re-
port to the BRI, but less than a third of the
international assets of institutions abroad.
In addition, they have greatly strengthened
their position as the leading net lender on
international markets (in 1988 they ac-
counted for 2/3 of total net world debts in
respect of the banking sector). In 1988 in-
ternational debts (debts in national curren-
cies owing by non-residents and currency
debts owing by residents) amounted to

1 250 billion ECU in the EC, 1 369 billion
in Japan and 543 billion in the United
States.

Within the EC, banks with head offices
based in Belgium, Luxembourg, Italy and
West Germany witnessed a major increase
in business.

INSURANCE In preparation for the single
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Figure 1
The financial sector
EC financial market compared with that of the United States and Japan
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(1) Share represented by insurance premiums in the GNP (1988)

(2) Stock market capitalisation as a percentage of GNP (1989)
(3) Banks' share of consolidated international assets (1988)
Source: Eurostat

market, the EC has already given the go-
ahead for the deregulation of the insur-
ance market, aimed at removing national
borders and establishing a truly common
market for insurance. In the 1990s, there-
fore, competition in the sector will no
doubt intensify, and the winners will
achieve a more competitive position world-
wide. If current negotiations regarding the
incorporation of the services sector in the
new GATT agreement succeed, worldwide
deregulation will give newly-strengthened

European firms the opportunity to enter

the American and Japanese market.
Description of the sector
Banking In 1988, bank assets within the
EC represented 5 618 billion ECU. In the
United States and Japan, they amounted to
3 931 and 6 227 billion Ecus respectively. In
1989, the figures were 6 308, 4 492 and

6 779 billion ECU, respectively, i.e. a 12%
increase for the EC.

Insurance In 1988 insurance premiums ac-
counted for 6.3% of the GNP, i.e. 253 billion
ECU, the highest percentage being recorded

in Ireland (9.7 %), followed by the United King-

Figure 2
The financial sector
Composition of the sector
(1988 - 1989 EC 12)
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(1) Insurance premiums (% of GNP) - 1988
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(3) Stock market captalisation (% of GNP) - 1989
Source: Eurostat
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Figure 3
The financial sector
Composition of the industry: market share of commercial loans as a %
(1985 projections)

Stockbrokers 5.5%
Insurance companies 5.5% =

Leasing companies 16.6%

Mortgage lenders 16.6%

Public authorities 5.5%

Banks 50.2%

Source: Arthur Anderson

dom (7.7%), the Netherlands (7.2%) and
West Germany (6.7%), and the lowest in
Greece (1.4%). Following a period of growth
lasting twenty years, the share accounted for
by the EC insurance market diminished dur-
ing the 1980s, while those of the United
States and Japan increased.
Stock exchange activities Stock ex-
change capitalisation of national shares ac-
counted for 43% of the GNP in 1989, i.e.
1,876 billion Ecus compared with 2 425 bil-
lion ECU for New York and 3 555 billion
ECU for Tokyo. As regards the par value of
the bonds and securities listed, this repre-
sented 3 048 billion for the EC, 1 302 for
New York and 980 for Tokyo.
Structure of the sector
All the measures taken by EC financial in-
stitutions aimed at diversification, moderni-
sation or restructuring must be envisaged
as part of the deregulation of the capital
market (in summer 1990) and the integra-
tion of financial markets in 1992.
The deregulation of financial markets will
lead to increased competition, due to grad-
ual interpenetration of the various markets.
Mergers and acquisitions, mainly between
banks or insurance companies, form part
of a general strategy in the run-up to

1992, and will no doubt intensify.

In the years ahead, we can expect busi-
ness to become more concentrated in the
largest institutions, in the case of both
banks and insurance companies. The
major financial institutions are increasingly
seeking to diversify their portfolios via a
wide range of banking services. Banks, for
example, now sell the policies of affiliated
insurance companies, while insurance com-
panies deal with pension funds. The dis-
tinction between insurance and banking
activities is not always clearly defined, and
the addition of new activities only makes it
more blurred. Savings and mortgage institu-
tions are now adopting a rather defensive
stance on the market. Figure 3 gives a
rough indication of the likely market

shares of commercial loans in 1995.
Banking sector The degree of market
concentration can be gauged by examining
the market shares of the four largest banks.
According to these figures, the highest de-
gree of concentration is found in Ireland,
where the four largest banks account for
74% of the market. West Germany has the
least concentrated market, with a rate of just
15%.

France, West Germany and ltaly alone ac-
count for nearly two thirds of the total num-

ber of credit institutions in the EC, a direct
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result of their large public banking and mu-
tual insurance sectors. In West Germany
and ltaly, cooperative banks outnumber
other types of banks whereas in France fin-
ancial companies are the most common.
Insurance |In life insurance, the top ten
companies account for 30% of the market
and the top twenty - approximately 40%. As
regards other types of insurance, they ac-
count for only 20 and 30% of the market re-
spectively. In total, in 1988, there were

4 607 insurance companies in the EC,
divided up as follows: 21% life insurance,
68% non-life insurance, 7% non-life and life
insurance, 4% reinsurance (breakdown for
1987).

Risks and opportunities
Competition from non-EC countries
The regulatory framework of financial institu-
tions within the EC is largely determined by
the second coordinating directive which lays
down the requirements regarding authorisa-
tion for credit institutions in Member States.
The second directive allows banks to oper-
ate throughout the EC on the basis of a
single banking licence granted by the Mem-
ber State in which the bank has its regis-
tered office. It also specifies the various
conditions under which non-European
banks may set up in the EC. In order to
do this, the bank’s country of origin must
pursue a non-discriminatory policy towards
EC banks. The text of the second coordi-
nating directive on banks will serve as a
reference point for the deregulation of
other financial services, including insurance.
Large-scale measures aimed at deregulat-
ing and liberalising the financial services
market are also under way in Japan,
Canada and the United States. All foreign
banks with permission to set up busi-

nesses in the EC (depending on whether
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Figure 4
The financial sector
Theoretical price reductions following the completion of the internal market
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their country of origin offers similar condi-
tions of access to the market) will have
ample opportunity to achieve economies of
scale and other reductions in costs thanks
to the provision of services throughout the
EC. It is worth noting however, that the
second directive only applies to third
country banks which are established in the
EC in the form of subsidiaries. As far as
the setting up of branches is concerned,
each Member State is free to decide
whether or not to admit third country
banks; even if they do, such branches
may only operate within the territory of the
State concerned, whereas a subsidiary
can operate throughout the EC.

American banks are already well-estab-
lished on the European market (mainly in
London). In recent years, however, they
have lost market shares and in 1988 ac-
counted for only 7% of the volume of inter-
national loans to the non-banking sector
(i.e. excluding interbank loans), whereas Eu-
ropean and Japanese banks each ac-

counted for one third of the total. Owing to
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their highly fragmented nature, American
banks operating in Europe will probably
lose certain market shares, to the benefit
of the various large European groups cur-
rently being formed. They are going to
have to focus their efforts on certain large-
scale services and those markets where
they already have a firm footing.

The impact of 1992
With the introduction of the free movement
of capital on 1st June 1990, European
regulations are seeking to open up finan-
cial markets while at the same time ensur-
ing protection for depositors, investors and
insurants. The main objective is mutual rec-
ognition, between Member States, of the
various provisions governing controls.
What this means in effect is that a single
authorisation procedure in any one Mem-
ber State is sufficient to enable a bank,
even if it is a subsidiary of a third country
bank, to carry on its business anywhere
within the EC.

The most important texts as far as finan-

cial institutions are concerned are as fol-
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lows:

< Stock markets: directive 85/611/EEC, of
1st October 1989, on undertakings for col-
lective investment in transferable securities
and the directive proposal (COM/88/778)
on investment services, the directives on
public share offer prospectuses and on in-
sider trading, as well as the directive pro-
posal on the requisite amount of capital of
firms offering investment services and
banks.

% Banks: the second co-ordinating directive
relating to access to the activities of credit
institutions (89/646/EEC), the directives on
the equity of credit institutions
(229/89/EEC) and on the solvency coeffi-
cient of banks (647/89/EEC), as well as
the directive proposal on the supervision
of banks on a consolidated basis
(COM(491)90).

« Insurance: directive 88/357/EEC concern-
ing direct insurance other than life insur-
ance, a text which introduces unrestricted
provision of services, particularly as re-
gards large risks was adopted on 22 June
1990 (at the same time as the freeing of
capital markets) and directive 90/619/EEC
on life insurance, which is due to come
into effect in 1993.

The adoption of the various directives is a

sign that the financial markets are now

opening up completely and the different

Member States are preparing to do away

with any remaining legislative and statu-

tory barriers. The ultimate aim is to have

a cohesive set of European banking laws,

at least as far as institutional problems

are concerned.

Price Waterhouse has estimated the poten-

tial modification in the price of several fin-

ancial products after technical barriers

(regulations) and exchange controls have



been abolished. According to these calcula-
tions, the average reduction in price for
the EC, excluding Portugal, Greece, Ire-
land and Denmark, would be approxi-
mately 10% on average, i.e. 0.7% of the
GNP.
According to the Cecchini report, the de-
regulation of financial services should lead
to an average price reduction of 1.4%,
and produce an increase in the GNP of
around 1.5%. Spain may well see the lar-
gest cuts in prices (34%); Italy, France, Bel-
gium and West Germany will see average
reductions, with the smallest cuts occurring
in Luxembourg, the United Kingdom and
the Netherlands. A breakdown of the poten-
tial price reductions is shown in figure 4.
Outlook
The completion of the integration process
in the financial services sphere is one of
the primary objectives of the programme
outlined by the single European market,
since its effects will be felt throughout the
rest of the European economy as a whole.
Investors will have access to a wider
range of financial instruments and will be
able to diversify their portfolios. Lenders
will enjoy similar advantages, insofar as
they will have a wider range of financial
sources to choose from in order to limit
the risks.
The deregulation of financial markets and,
in particular, the abolition of exchange con-
trols will result in net gains, since invest-
ments will gravitate towards the most
attractive offers, regardless of the country
of origin. The resulting capital flows will
serve to standardise interest rates and
real profit margins, and will increase the
marginal yield rate of capital throughout
the entire Community.

Finally, the internationalisation of the Euro-

pean market should also bring about reduc-
tions in costs and hence too, the price of
most financial services, thanks to greater
diversification in terms of both products
and risks (owing to the increased size of
the market). The result should be a reduc-
tion in the mediation costs of banks, insur-
ance companies and other financial
institutions. A number of studies have as-
sessed the likely size of these price reduc-
tions in the various Member States, and it
seems that much will depend on the cur-
rent competitiveness of the sector as well
as the relative stringency of the regula-
tions currently in force.

German and British banks are no doubt
among the best placed to benefit from
European deregulation, since they already
offer a wide range of financial services
and have a good, overall knowledge of
the European market.

Another important decision adopted within
the EC in December 1989 is that which re-
quires all banks to have a minimum sol-
vency ratio of 8% by March 1993. Many
banks fall short of that figure, which means
they will have to either reduce their loans
or increase their capital.

The growth in insurance business will be
encouraged by two main factors: innova-
tion with regard to products, particularly in
the case of life insurance and the forging
of closer links between banking and insur-
ance. Further moves aimed at deregulating
and restructuring the sector should also
play an important role.

The wave of acquisitions and alliances
which has swept the insurance sector over
the past few years will continue, as firms
seek to find the critical mass that will en-
able them to play a significant role on an

international level. By means of external
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growth, therefore, various countries have
produced a small number of national cham-
pions capable of representing them in the
international arena.

It remains to be seen what effect changes
in the Eastern bloc, German reunification
and the crisis in the Gulf will have. The
first sign - which was definitely not taken
into account in the projections for 1990 -
was the 30% increase in the turnover of
German insurance firms in the field of life

insurance in 1990.

Written by: Sema Group Management
Consultants
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The institutions operating on the stock exchanges are
showing a tendency towards concentration with the
approach of 1992. The banks and institutional
investors should play the most important role in the
future. Whatever the result, the changes which the
single market should introduce are the liberalisation
of movements of capital and the freedom to perform
services.

The increasing volume of securities handled on the
Stock Exchange makes technological investments,
training and modernisation relative to the
infrastructure of the stock exchanges essential to
enable them to face the challenges of the future.
Cooperation is developing between the big stock
markets with a view to installing supervisory
structures for stock exchange transactions and an

Definition of stock
exchanges
Stock exchanges are based on a series of
mechanisms or places by means of which
financial products, called "securities", are
negotiated. Their economic function is to

gather the excesses and surpluses of the

economy (savings) and to channel them to-

wards the bodies which need them. This
function is accomplished through the inter-

vention of financial intermediaries.

The stock markets may be grouped into dif-

ferent categories, the most important of

which are:

< capital markets (long and medium term in-

struments) and the money markets (short

term instruments);

x X x
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official European list.

% primary markets (issues of securities) and

secondary markets (within which dealing

in these securities takes place);

< regulated and non-regulated markets; the

stock exchanges constitute a typical
example of a regulated market - the oper-
ations taking place there are subject to

specific dealing rules;

% spot markets, in which the operations

and payments are carried out in cash
(i.e. immediately) and forward markets (in
the future), where the dealings have to
do with securities which will be remitted
later, and which will therefore be paid at
the agreed time or upon remittance of

those securities.



Activities On the primary market, the acti-

vities have to do with the subscription and

distribution of issues; they are paid for by

the authorised institutions (commercial or in-

vestment banks, or commercial banks in inte-

grated banking systems).

With regard to the secondary market, the

activities consist of operations relative to

existing securities. There may be several

types of dealing:

* brokerage;

< trading on own account;

¢ market-making;

< brokerage and dealing in futures and op-
tions.

One particular activity is that carried out

by the undertakings for collective invest-

ment in transferable securities; these en-

able private investors to invest in

transferable securities by spreading the

risks over a large number of different se-

curities, entrusting the portfolio manage-

ment to professionals.

The last group of activities covers the man-

agement of portfolios and investments and

investment advice.

The institutions The function of institu-
tions operating on the securities markets is
to acts as a connecting link between those
who produce surpluses and those who are
looking for finance. One of their tasks is to
transform financial assets and liabilities in
order to adapt them more to the require-
ments and wishes of savers and people look-
ing for finance.
There are different types of institutions
and enterprises; moreover, their character,
legal status and functions vary according
to the regulations in force in the different
Member States.
Others apart from the specialist institutions
operating as investors on the securities
markets, such as banks, mortgage credit
institutions, pension funds, unit trusts, in-
surance companies, as well as the deben-
tures investment services of big
enterprises, also play a very important
role on the stock exchanges, in that they
represent a large share of debenture hold-
ing and trading.

Current situation

1989 marks a clear increase of stock ex-

Table 1
Stock exchange
Par value of bonds and debentures listed on FIBV exchanges, 1989

" Domestic International
1989 B9/88 % as % a8 %
of fotal of total
Armsterdam 118456 87 93.1 69
Barcelona 56901 78 308 8.2
-Brussels 88046 88 979 . 21
Copenhagen 145988 8.8 86.0 4.0
Federation of
German stock exchanges 692657 80 869 14.1
Haly 419769 192 981 38
London {} 425961 0.7 83.0 370
Luxermbourg 726336 1.8 82 98.8
Magirid 58995 84 97.7 . 23
Paris (8 314128 1.5 NIA N/A
EC 10 3048137 7.1 pyBaz £) 868
New York 1302580 43 983 1.7
Tokyo 808024 42 o975 25
{1}mmas wm EM mvgx and fivaet intore
@ foraign 3 gitts and ovorseas company et
£ Without Paris

Sowrce; FIBY Fédération internationale des Hourses de Vialeurs)
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change activity in the EC which can be

characterised by the following indicators

(measurements for the EC-10):

% stock market capitalisation of domestic
stock: 1 876 316 million ECU, i.e. an in-
crease of 26.7% in comparison with 1988;

< volume of share dealings, 1 322 399 mil-
lion ECU, i.e. an increase of 72.4%;

< par value of bonds and debentures
quoted on stock exchanges,

3 048 137 million ECU, i.e. an increase

of 7.1%;
< par value of newly listed gilts (EC-9),

504 973 million ECU, i.e. an increase of

14.5%,;
< number of firms whose shares are

quoted on the stock exchange, 6,370, i.e.

an increase of 2.4%;
< number of firms newly listed, 450, i.e. an

increase of 13,9%.

This increase is higher than that recorded

in New York and especially in Tokyo. Lon-

don, the stock markets of the Federal Re-
public of Germany and Paris retain their

high position (36%, 16% and 15% respec-
tively) of market capitalisation of the EC-10.

The Gulf crisis in 1990 and probably in

1991 is once more slowing down this ris-

ing market trend.

Regulatory framework
This market has developed in a specific
way to meet local requirements, thus crea-
ting market-specific characteristics. This is
why it is not possible to speak of a Euro-
pean stock market, but instead twelve dif-
ferent markets, which makes any
comparison between the latter and the
markets of the outside countries difficult.
The entry into force on 1st July 1990 of
the Community Directive (88/361) on the
complete liberalisation of movements of

capital has laid the foundation stones for
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a single capital and financial services mar-
ket within the EC.

Dealing in securities is covered by strict
regulations in all the Member States. The
object of these regulations is to ensure an
adequate level of protection for the inves-
tor and satisfactory working of the capital
markets. The regulations also cover issues
of securities, the persons or establish-
ments which may act as intermediaries in
securities operations and the structural
and operational rules of investment trusts.
There are also organisations responsible
for supervising securities business and
checking that the rules of prudence and
advertising are observed.

The type of institution acting as an interme-
diary in the issuing of transferable se-
curities varies from one Member State to
another. Strictly speaking, there is no line
of legal demarcation between the activities
of the commercial banks and securities ac-
tivities; the commercial and investment
banks are the main actors on these mar-
kets and take care of the management or
subscription of new issues of debentures.
Primary markets The European Direc-
tive (89/298/EC) dealing with the coordina-
tion of the requirements relative to drawing
up, to the necessary checks and to the
methods of distribution of the prospectuses
which have to be published when securities
are put up for sale or offered to the public
for subscription was adopted on 5.5.1989.
Secondary markets The regulations on
securities trading are complex and differ sub-
stantially from one Member State to another.
With a view to harmonising the different regu-
lations, the EC has adopted a series of Di-
rectives for coordination of the conditions
relative to admission of transferable se-

curities to Stock Exchange listings (Directive
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79/279/EC), prospectuses which must be
published for authorisation of debentures on
the official listing (Directive 80/390 EC) and
which harmonise the information which the
firms whose stock has been authorised on
the official listing must publish every half-
year (Directive 82/121/EC).

Persons or institutions wishing to negotiate
transferable securities must generally be
authorised to do so by the stock market
control organisation of the Member State
concerned. However, the rules establishing
the conditions of such authorisation, with
the exception of contract and price regula-
tions, vary considerably from one Member
State to another. For example, in many
Member States (including Belgium, Portu-
gal and, until the introduction of recent re-
forms, France, Greece and Spain), only
natural persons could be authorised to
exercise the function of stockbroker, who,
in certain cases, also had to have the na-
tionality of the country concerned. In a
single country (the Federal Republic of
Germany), a bank licence is also required
to receive and execute orders on the
stock exchange.

"Junior markets" also, generally, exist
within the stock exchanges, for debentures
issued by small and medium-sized enter-
prises and which involve less legal require-
ments. These junior markets may be
regulated or non-regutated. The securities
quoted on the stock exchange may also,
as a general rule, be the subject of trad-
ing off the floors, on a parallel market,
with or without the intervention of a stock-
broker. The volume of securities ex-
changed off the floors is even greater, in
certain countries, than that of the se-
curities exchanged on the floor of the

stock exchange.
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Unit trusts The types of institutions of
unit trusts for investment in transferable se-
curities also differ from one Member State to
another; the Directive relative to the Ucit
(85/611/EC) (Undertakings for collective in-
vestment in transferable securities) lays
down basic common rules concerning the
authorisation, control, structure and activities
of Undertakings for collective investment in
transferable securities of a type other than
"closed", as well as on the information which
these undertakings are required to publish.
A series of provisions will facilitate the mar-
keting of their shares in all the Member
States. )
Public offers of acquisition The Euro-
pean Commission wishes to limit the barriers
likely to stand in the way of public offers of
acquisition (POA), since it considers that the
POAs constitute, generally, a positive prac-
tice in view of the big market in that they
contribute to a selection of the most competi-
tive enterprises and the restructuring of the
European enterprises, which is essential in
order to improve their international competi-
tiveness. The proposal of the Thirteenth Di-
rective on Public Offers of Acquisition is de-
signed to harmonise the rules governing
POAs in the EC.
Nevertheless, certain barriers obstructing
uniform application of this text throughout
the whole of the Community continue to
exist. This is why the Commission has pro-
posed new measures to the Council with
a view to:
< {(a) strengthening the principle of propor-
tionality between capital and the right to
vote ("one share one vote");
< (b) prohibiting the acquisition of its own
shares by a company submitting a POA
and;
% (c) extending the rules limiting acquisition

of its own shares by a company in



Table 2
Stock exchange

New listings of bonds and debentures at par value

1988 1989
Total Domestic Domestic inter- Total Domestic Domestic Inter-
private govern- national private govern-  national
sector mental septor menial
Mitlion ECU sector secior
Amsgterdam | 19 735 2576 183 703 3456 20 568 1 896 16 054 2608
Barcalona 18727 2770 10 448 509 5758 3463 2296 0
Brussels 12432 386 - 11608 133 16 828 189 45 785 708
Faderation of German stock exchanges 118422 81 980 a7 277 19 165 153 352 98 476 36 920 17 956
ftaly 163078 1473 100 877 729 83378 587 82 649 143
. London {1 N/A N/A 14108 NA 1423 NiA 1423 N/A
Luxembowg 108 792 251 23 108 518 158 763 231 13 158 518
Madrid 15783 3687 12088 0 8889 5180 2851 658
Paris (8 49 045 11 611 37 434 it 56 411 11 163 45248 0
scé (441015 (Hea744 237958 {13250 504 973 (%121 155 203208 (180589
Tokyo 212 641 44 458 166 873 1210 140613 44 640 93 351 2822
£ Domestic privats sector includes Eurabonds of UK ' b
international bonds inclide foreign Eurobonds, iish gits and averseas company fixed interest.
@ Officiat market
£} Without Landon.
Source: FIBV

acquisitions made by subsidiaries of that

company.
Supervisory bodies Cooperation is de-
veloping between the big stock exchanges
for the installation of supervisory structures
for securities trading. In France, the Com-
mission des Opérations en Bourse (COB)
[Stock Exchange Operations Commission],
which has signed agreements for close co-
operation with the American stock ex-
changes authority (SEC) and forward mar-
kets authority (CFTC), is examining agree-
ments of the same type with ltaly (Consob)
qnd Japan.
At present, cooperation is international be-
fore it becomes European. Two countries:
the Federal Republic of Germany and Lux-
embourg, do not yet have a control com-
mission for securities trading.
The European listing, the Euroquote
project and SEAQ The European Com-
mission wishes to see the stock exchanges
take initiatives to equip themselves with the

necessary tools for the development of the

Europe of 1992, which will become the lead-

ing economic unit in the world.

Two items are on the agenda in the Fédér-

ation des Bourses [Foreign of Stock Ex-
changes] of the EC: the Euroquote project
and Eurolist.

Although the Euroquote project should be
operational very quickly (it consists of a
computer network which will link together
the systems already operating in the differ-
ent stock markets), the Eurolist project is
far more delicate. In fact, it raises the
question of rationalisation of the structure
of the European market and makes control
and information on Stock Exchange oper-
ations indispensable. It is important to re-
call that the United States took ten years
to build similar, efficient structures.

A third project being studied by the Feder-
ation of Stock Exchanges of the EC con-
cerns a market of blocks, which
would be used by the institutional
investors for the big transactions,

which at present often take place
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out of the stock exchanges.
Market structure
There is no strict specialisation inside the
Community by institutions conducting deal-
ing activities. On the one hand, a tend-
ency to de-specialisation and the
elimination of the institutional barriers, with
the object of stimulating competition. On
the other hand, the legislation proposed
by the Community (mainly the Second
Banking Directive (89/646/EC) and the
draft directive on investment services of
16th December 1988, modified in 1989)
aims to instigate a global banking system,
within which operations relative to transfer-
able securities are regarded as forming an
integral part of banking services. A move,
therefore, towards a development of con-
glomerates to cover all financial services
and capable of working in a very broad
spectrum of stocks and shares activities.
In certain Member States, it is the banks
which dominate the stock markets, either

as advisers, as subscribers on the primary
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Table 3
Stock exchange
Market value of equity shares of
domestic companies, 1989

Million ECU  1989/68

%
Amsterdam () 120 431 40.5
Barcelona {3} 93 327 308
Brussels (%) 82 866 24.8
Copenhagen {4} 83723 46.5
Federation of
German
stock exchanges 306 307 425
faly (%) 136 963 186
London {%) 682 858 12.6
tuxembourg () 45 824 159
Madrid 102 682 323
Paris (8) 282 335 484
EC 10 18768 316 26.7
New York (%} 2425686 20.2
Tokyo () 3 555 524 9.2
€} inciuding investment funds of 19 008 aiion ECU,
) Excluding investment tunds.
£ Number of existing or Issuerd shares.
£ Excluding investment funds and including domestic and

forelgn comparies.
* {8 Listed shares only.

{8} All equity shares incorporated in the LUK,

£} Exchudinig investment funds of 8 530 miflion ECL.

) Official market,

% Comenon and prefarred domestic ssues, .

{1 Common stocks including new common stacks,
proferred stocks if listed,

Sowree: FIBV

market, as intermediaries on the second-
ary market, or as securities firms which
are more often subsidiaries of the banks.
This is particularly the case with the
British stock market, where the main ac-
tors are investment banks or commercial
banks which are either subsidiaries of se-
curities firms, transatlantic portfolio firms
(usually Japanese or American), or subsi-
diaries of banks, or again, independent es-
tablishments.

In the next few years, concentration of the
market in the hands of the biggest institu-
tions will probably be seen.

Size of the market
Values of debentures in circulation
No homogeneous data are available on the
value of debentures in circulation in the
Member States. The only comparable avalil-
able data concern the value of debentures

quoted on the different Stock Exchanges.
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Table 3 gives the par value of bonds and
debentures quoted on the main stock ex-
changes of the Community and shows the
development of the European money mar-
kets in comparison with 1988. Although the
stock exchanges of London, the Federal Re-
public of Germany and Luxembourg are still
predominant, it is interesting to note the high
increases recorded by the stock exchanges
of Paris (+48.4%), Copenhagen (+46.5%), of
the stock markets of the Federal Republic of
Germany (+42.5%) or Amsterdam (+40.5%),
all the stock markets of the EC-10 having in-
creased by 26.7 %.

This increase is clearly higher than the in-
crease recorded in Tokyo (9.2) and New
York (20.2).

Volume of transactions in transfer-
able securities The volume of transac-
tions constitutes an important indicator of
stock exchange business. The figures given
in Table 4 indicate that the most active
stock exchanges are those of the Federal
Republic of Germany and the United King-
dom. The 1988/89 growth was 72% for the
EC 10, 22% for New York, 10% for Tokyo.
In the EC, London shows a particularly
strong increase.

More in-depth analysis of these volumes
of transactions indicates that the German
stock markets reflect a clear preponde-
rance of domestic firms, whilst the London
stock exchange shows a large presence of
foreign firms.

Number of firms with shares quoted
on the stock exchange This number
has increased in the EC-10 from 6 221 in
1988 to 6,370 in 1989, under the effect of
the increase of foreign companies. Some
markets have remained stable or even de-
creased (London). The number of authorised

companies in 1989 (450) is clearly higher

x % n
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than that in 1988 (395).

Degree of
internationalisation of
securities markets in

the Community
The degree of openess of securities mar-
kets is relative to each Member State. It
depends on numerous factors such as:
< the influence of exchange controls, where
these continue to exist (Ireland, Spain,
Portugal, Greece), which prevent any
dealing in foreign stock and which also
imply less interest by institutional inves-
tors to operate on domestic markets
where they are always at a disadvantage;
< the degree of regulation of the market, es-
pecially rules on securities dealing (for
example, fixed commissions), rules on
the structure and operation of investment
companies and persons authorised to
carry out transactions and, in certain
cases, the legal conditions enabling natu-
ral persons to accede to the activities of
a stockbroker.
Outlook
Although the stock exchange had some
record years during the decade of the
1980s with an initial sign of difficulties at
the time of the crash of October 1987, the
1990s are likely to modify that trend, by
bringing it back to the industrial reality. A
very strong determination is seen on the
part of the national and international auth-
arities to develop control structures. For in-
stance, the different authorities of the
international money markets are forming al-
liances to enable them better to respect a
certain deontology of the stock exchange
world.
The present state of the international econ-
omy lends itself to evolution of the stock

exchange as a tool of financing expansion



Table 4
Stock exchange
Volume of trading in equity shares (')

1988 1989

‘ Total Domestic _Foreign Total Domestic Foreign
{million ECL)) companies companies companies companies
Amsterdam (%) 25 685 25 510 145 44 773 | 44 367 408
Barcelona 4 131 4131 0 4 316 4 318 0
Brussels 8935 6843 19982 10 567 7 666 2801
Copenhagen (%) 3921 NIA N/A 12 708 NIA N/A
Federation of i .
German stock
exchanges {% 310636 202 210 18 426 664 013 631 818 32194
ftaly (%} 26727 26 727 0 38 161 38 151 4]
Londorn (%) 310082 246 136 §0 846 411 408 288 177 123228
Luxembourtg {7} 84 &0 24 138 106 20
Magrid 19 288 19 2686 ] 31 651 31651 0
Paris (% 57 601 54 492 3108 104 878 100 410 4 268
EC10 767 058 678 535 ‘ 84 642 1322399 1 146 663 163 27
New York (%) 1146 784 1101 634 45 150 1400 359 1339 193 &1 166

Tokyo (%) 1923 961 1918 831 5330 2122249 2104 585 17 694

% Excluding investment funds.

£ Including stocks, claims and warrants of 502 mﬂiaoa ECLL Excludes intra-market dealing.
) including off board traring and foreign compand

{4} Inchuding off botrd Yrading andamnwnﬁﬁab&epanmm market dealings.

) Shares listed on the official matket only,

#) including oft board trading, funds and intra-mearket dealing as fol
{mittion ECY) 1988 1689
Domestic comparies 106 739 113604
Foreign companies 4022 NiA
Yotal 104 761 NiA

€} ‘The market value is the sum of the transacions made by the Stock membbers for thelr customers or for their own accounts during opering howrs. Any ransaetion counts for one, Exclude intra-
markel dealings.
£ Including off board trading, Official mariet.
% Including investment funds and all issues traded during year.
s‘:}uﬁomga&m comman stocks ncluding new common siooks, preferrsd stocks (i Tisted).
ree:

Table 5
Stock exchange
Number of companies (') with equity shares % listed on FBIV exchanges

1988 change 1989

Domestic Foreign in total Domestic Foreign
{million ECU} Total companies companies 1989/88 Total companies companies
Amsterdam 3N 166 205 0.5 373 188 208
Barcelona 322 322 0 2.0 351 as1 9
Brussels 337 186 151 0.3 338 185 153
Copenhagen & 266 259 7 0.4 265 257 8
Federation of German stock exmanges % 1083 609 474 74 1163 8628 535
faly {9 - R 211 0 28 217 217 0
London (%) 2389 1804 588 -$.3 23857 1758 599
Luxembourg 197 52 145 885 204 54 150
Madrid 369 369 ¢] 13.0 417 417 g
Paris {5} 676 459 217 13 B85 482 223
EC10 6221 4437 1784 2.4 8370 4 497 1873
New York . 1542 1466 . 78 0.1 1 544 1458 88
Tokyo 1680 157 109 20 1713 1597 116
1 Excluding investiment furgis.
 Excluding unit trusts,
) Freiverkehr companies are included in domestic and forelgn companies.

- 1 Irvestment fistad.

ﬁ}WMWmWMWM§MWWW irigh companies are included in Rreign category.
are .
g@)m&é&gmm , axcluding second market,
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Table 6
Stock exchange

Number of companies newly authorised (')
to list equity shares listed on FIBV exchanges

e}mm Wmmsammmm mmmym

and development. In fact, even if a major
repercussion of the Gulf crisis is the freez-
ing of current capital and depression of all

the money markets, it remains no less
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true that the opening-up of Eastern Eu-
rope offers new future prospects. Further-
more, the advance towards a European

financial space necessitates the setting-up
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Amsterdam R 2 7 e 11 8
Brugsels - o o 2 g 11 4 A
Copenhagen : -5 B 0 A4 < D 3
Federaﬁonofaermsmmames 88 14 74 116 - - 25 : o1

Haly _ 14 14 0 7 7 0

London 163 126 34 136 o o 48

Luxémbourg o 18 . .4 2 17 B g
Magirid 46 46 0 61 . 81 ER
Paris (%) ‘ -3 5 18 o7 oo N |1
. EC10 ; 89 246 . 149 . 450 . 269 S . 1BE
New York {3 RPN | . 100 L0 - 90 77, - 13

Tokyo R : 40 - 25 87 21 10
{‘}mmmwmmm

Official market,

of adequate institutions to cope with these

fundamental changes.

Written by: Sema Group Management
Consultants



The harmonisation of banking regulations will cause
vast and profound repercussions on the sector, some of
which have already started to make themselves felt.
Nevertheless, although to a certain extent a relative
unification has taken place (especially with regard to the
circulation of capital), the profound heterogeneities of
the European banking markets cannot be completely
resolved by the adoption of unifying regulations.

Definition of the sector
Banking business consists of taking de-
posits and lending them out or investing
them. This definition of the basic activity
of the banking institutions is the one con-
tained in the Council’s First Directive on
banking activity (77/780/EC). The credit in-
stitutions - that is the term used in the Di-
rective - which conduct this type of activity
have to be authorised by the competent
authorities of the Member States. Insofar
as the Directive requires annual publica-
tion of the list of credit institutions, auth-
orised by the Community. Certain credit
institutions which do not fall under the
scope of the Directive and certain others
which although subject to the Directive, do
not appear in this list. In order further to
increase the profitability of capital, the
banks are launching a series of fee-genera-
ting activities, such as the provision of
management advice, insurance broking
and estate agency services. The size of
banks and the spectrum of their activities
are particularly variable. Generally, those
which have more diversified sources of fin-
ance and which work at international level
are bigger than those which count only on
deposits as their sole source of finance

and which restrict their activities to the na-

tional market. It should, however, be noted
that a good many savings institutions, es-

pecially those situated in the Federal Re-

public of Germany and ltaly, are amongst

the biggest banks in the world.

The credit institutions can be regrouped

into major categories:

3

% commercial banks, some of which are
universal banks (represented at Com-
munity level by the European Banking
Federation);

< savings institutions (represented by the
Savings Banks Group of the EC);

L3 cooperagive banks or mutual banks (repre-
sented by the Association of Cooperative
Banks of the EC);

< specialist institutions (represented by sev-
eral different federations according to the
particular specialisation, such as the EC
Mortgage Federation, the European Feder-
ation of Building Societies, the Federation
of Savings and Credit for Housing).

The place occupied on the markets by

each type of institution varies very clearly

from country to country. For instance, al-
though the savings institutions in the

Federal Republic of Germany, Italy and, to

a lesser extent, in Spain, have retained a

very pronounced regional structure, by be-

coming geographically very localised, small
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universal banks, in France and Belgium
they have amalgamated to form large na-
tional networks (Ecureuil, CERA) which
compete directly with the commercial
banks.
Furthermore, the notion of a "commercial
bank" does not generally correspond to its
being situated on a given market. It some-
times refers to retail banks, sometimes to
medium and long term banks. This differen-
tiation is, therefore, based more on the
mechanisms of collection of funds and the
legal structure of the banks than on their
actual activities.
Current situation

On the eve of the integration of the Euro-
pean banking markets, the common tend-
ency is towards a strengthening of
efficiency, diversification and size through
mergers, takeovers and, to a lesser ex-
tent, cooperation agreements with suitable
associates. On the other hand, the
necessity to effect a strictly internal recast-
ing of banks’ organisational structures,
both from the geographic and sectorial as-
pects, appears to be less widespread.
Taking the European Community in its en-
tirety, the trend is towards privatisation of
State-owned or State-controlled banks.
This is the case in France, where the na-
tionalisation process of 1982, after suffer-
ing a reversal at the end of the 1980s,
now records a status quo, as well as in
other countries where State control of
banks goes back slightly further in time.
Where the public sector is the owner, it
tends to be concentrated on specialist sec-
tors and, in particular, on institutions offer-
ing longer-term investment finance.

Regulatory background
The influence of the government in this

sector assumes three different forms:
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Table 1
Banking and finance - Financial Chequerboard of Europe
BANKS NUMBER OF BRANCHES
BEGIQUE/BELGIE
Genegrale deo Banque 1 212, of which 7 in EC countries
Banque Bruxelles Lambert 895, of which 6 in EC countries
Kradistbank 718, of which 7 in EC countries
BR DEUTSCHLAND
Deutsche Bank 1 516, of which 108 in EC courtries
Dresdner 1 280, of which 10 in EC countries
Commerzbank 1 510, of which 108 in EC countries
ESPANA
Banco Espafiol Central de Cradito Estimated 5 870, of which 30 in EC countries
{Banesto et central)
BBV (Bilbao et Vizcaya) 3 425, of which 48 in EC countries
Central 2 840, ot which 28 in EC countries
Banesto 3 630, of which 5 in EC countries
Hispano 1 760, of which 20 In EC countries
FRANCE '
B8NP 2 225, of which 75 in EG countries
Credit Lyonnais 3 095, of which 500 in EC countries
Société Générale 1 868, of which 66 in EC countries
Credit Commercial de France 430, of which 15 in EC countries
ITALIA
Bancea Nazionale Def Lavora 432, of which 7 in EC countries
{BNL)
Barnca Commerciale Haliana 488, of which 7 in EC countries
{BCYH
Banco di Roma 378, of which 4 in EC countries
istituto Bancario San Paclo 442, of which 28 in EC countries
di Torino
UNITED KINGDOM
Barclays Bank 4 200, of which 214 in EC countries
‘National Westminster Bank 3 680, of which 200 in EC countries
Midiand Bank 2 686, of which 85 in EC countries
Hioyds Bank 3 240, of which 63 in EC countries

Souree: Serna Group Management Consultants

< control of entry to sector (authorisation re-
quirements);

% continuous supervision of prudential man-
agement of authorised credit institutions
(including the powers to withdraw that
authorisation);

< a monetary and credit policy.
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The authorisation requirements are deter-
mined by all the Member States according
to the provisions of the First Banking Direc-
tive; supplementary requirements are con-
tained in the Second Banking Coordination
Directive (89/646/EC).

A further Directive, which requires all the



Table 2

Banking and finance - Market concentration and share of foreign institutions, (') end of 1987

(% of total assets)

Market Shate Market Share
‘absorbed by the absorbed by
largest four foreign
{% of totals assets banks () institutions £}
Belgique/Belgié 42 46
Danmark 47 1
BR Deutschliand 15 4
Hellas 64
Espafia 21 1%
France 42 16
fretand 74 11
Halia 25 3
Luxembaurg 24 g1 -
Nederand 89 10
Portugal 57 3
United Kingdom 27 80

'} "Foreign institutions” include brances of foreigh banks, and

establishments tolally or majority pwnad by foreign banks

%) Emi of 1986 for Begium, Denmark, France, FR Germany and Spain,

Figures based on unconsolidated balante sheels
% End of 1986 for reland. Induding the largest banks,

Sources: QCDE; Europears cantral banis and nationsl banking associations

banks in all the Member States to have

an identical solvency ratio, was adopted

on 18th December 1989 (89/647/EC). This

ratio was fixed at 8%. This means that the

capital must represent at least 8% of the

risks, in order to limit losses in the event

of the debtor’'s insolvency. Other measures

adopted to date include the following:

% the initial capital endowment must be a
minimum of 5 million ECU;

< shareholders and direct and indirect asso-
ciates must be obvious. Any change of
shareholder must be approved by the na-
tional authorities, who can object to them
within three months;

< participation in a non-financial enterprise
is limited to 15% of the capital. Total par-
ticipation may not exceed 60%;

< subsidiaries specialising in certain acti-
vities forbidden to the parent company in
certain member States (consumer credit,
leasing credit, factoring) may benefit from
the Single European Act subject to three
conditions, 1) the subsidiary must be at
least 90% owned by the parent company,

2) the parent company must stand as

guarantee, 3) the results of the two enter-

prises must be totally consolidated.
Continuous and effective supervision of
prudential management of the business of
credit institutions is regarded as essential
by all the Member States, and is actively
carried out in an increasingly harmonised
fashion under Community legistation.
The banks devote considerable resources
to the analysis of the probable directions
which policies will take. Nevertheless, their
commercial decisions are only directly sub-
ject to constraints by government policy in
special circumstances, for example in cir-
cumstances of a credit squeeze or restric-
tion on foreign borrowings.
Structure of the banking

sector

France and the Federal Republic of Ger-
many alone combine almost two thirds of
the total number of the credit institutions
of the Community, a direct consequence
of their important public and mutual bank-
ing business. In the Federal Republic of
Germany and ltaly the number of coopera-

tive banks is very high.
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In the United Kingdom, foreign estab-
lishments represent 60% of the market.
Banks’ assets amount to almost 20% of
the total of the EC.

Structural changes,
mergers and
amalgamations
It is generally expected that the banking

sector in Europe will undergo important
structural changes during the next ten
years, which should lead to increased con-
centration of the sector.

The concentration movements work in dif-
ferent ways depending upon the nature of
the internal markets.

In France, as the markets are occupied by
a small number of large networks (retail)
and by a variety of specialist investment
banks, not many merger or takeover oper-
ations have taken place. At national level,
the only notable developments have con-
cerned savings institutions and mutual
banks, which are gradually reducing the
number of their affiliated members. These
are therefore "intra-network” mergers.
From the point of view of international de-
velopment, the big institutions are gener-
ally proceeding to create foreign
subsidiaries (the French banks today are
those which have the most branches out-
side the national territory) or by alliance
with foreign enterprises.

In the United Kingdom, the big banks (ex-
cept possibly for Barclay’s Bank) are in
the process of gradually winding up their
networks of retail bank outlets in Europe.
The low stock market value of the credit in-
stitutions makes them very vulnerable to
takeovers from foreign investors. For ins-
tance, Morgan Grenfell was taken over in
1988 by the Deutsche Bank, and the Scan-

dinavian Bank Group by the Skandinaviska
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Table 3
Banking and finance - Banks’ assets

1989

{billion ECU) 1981 1982 1883 1984 1985 1986 1987 1988
Belgique/Belgis

Commerglal banks 1109 116.1 134.7 162.7 1725 1875 200.0 219.2 2428
Other financial institutions 34 3.1 341 33 33 38 87 4.1 4,2,
General savings funds (deposits) 104 8.7 10.1 11.0 12.5 13 1 13.2 15.2 N/A
Danmark ' :
Commaercial banks 17.8 20.3 251 334 421 495 531 54.7 N/A
Other monetary institutions 83 2.0 1.0 13.7 18.7 18.2 18.8 180 N/A
Other credit institutions () 43.0 50.1 55,2 83.4 7348 N/A N/A NA N/A
BR Deutschiand

Credit institutions 7878 888.1 9616 1038.8 10928 12655 13273 13870 1 514.2
{including building societies) 52.1 §8.1 §1.9 85.3 87.1 89.2 68.0 64.4 84.4
Hellas ) .

Commercial banks 16.8 184 19,6 224 202 212 209 244 N/A
Specializad credit institutions 11.3 139 14.8 163 127 13.5 14.1 150 N/A
Espafia

Commercial banks 1526 162.5 158.3 2038 2043 2244 2468 300.2 353.0
Other credit institutions N/A 185 209 264 288 26.3 278 324 33.0
France

Credit instiiulions 555.2 626.0 8674.8 727.8 N/A N/A N/A NA N/A
freland

Commercial banks 12.9 9.2 108 11.6 _ 118 18.2 138 15.7 19.0
Other credit and financiat

institutions 4.8 8.6 7.2 8.2 88 8.3 .1 8.2 N/A
flalia

Cormmercial banks (%) 2364 270.2 3085 352.7 356.4 3913 391.7 -420.3 N/A
Specialized credit institutions 82.0 268 1059 119.2 1173 1218 N/A N/A TONA
Luxembourg ]

Credit institutions 108.2 116.8 127.7 146.7 1518 1654 178.3 2080 238.8
Nederland . .
Credit institutions 168.0 185.1 1959 212.2 224.2 247.4 259.0 3174 3426
Portugal

Credit institutions NeA 223 218 26.0 28.0 29.2 28.9 352

United Kingdom . ;

Barks in the financial sestor 581.2 674.6 8357 983.7 9510 964.5 10405 12511 1448.7
EC12 248540 33178 37031 41822 4 280.8 47408 49927 56183 63076
USA " \ ‘
Commergcial banks N/A N/A NA N/A 27978 26280 21843 25490 29027
Savings institutions N/A NiA NA N/A 14484 13008 1158.2 13624 t 588.2
Total © NA N/A N/A N/A - 42480 39378 33405 38314 44018
Commercial banks N/A NA N/A 1983.0 22107 2569.1 31242 36764 - . 40487
Qther cradit institutions N/A N/A N/A t 8704 1 812.0 21144 25288 258810 27627
Total - N/A N/A N/A 36534 40227 4683.5 58475 62275 87785

€} Privwipally sulstanding bonds of mongage credit instiiutions
% Estimatod and aimost certainly overstated
{9} Exdudcs buginess of forsign bank branches

(’} ﬁsﬁm

%} Excluding business of foreign bank branches
Sowrcs: IMF, Interoational Financial Stalistics, 01/88, GR/89, counlry pages; US Industrisf Oulook 1989
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Enskilda Banken in 1990.

In Spain, merger operations mainly con-
cern savings institutions, and take place at
regional levels (Macaixa-Caja of Barcelona
in 1989, Caja de Ahorros Municipal of Bil-
bao, Caja de Ahorros Vizcaiana in 1990).
The biggest merger recorded up to the
present in Europe was that carried out by
the Banco de Bilbao with the Banco de
Vizcaya.

In Italy, a regulatory framework compels
limitation of development of numerous
small and medium sized banks. Here
again, merger mechanisms appear at re-
gional level, and the big banks are endeav-
ouring to consolidate their position on the
national market.

The most spectacular merger operations
have taken place in the Netherlands and
Denmark. These, in the case of both coun-
tries, are mergers between big banks. In
the Netherlands, of the five leading banks,
four have merged two-by-two (NMB-Post-
bank, ABN-Amro). A similar situation has
appeared in Denmark as a result of, inter
alia, the merger between SDS Privatban-
ken and Andelsbanken.

It can therefore be noted that the Euro-
pean strategies of a majority of banks con-
sists mainly of protecting themselves
against the risks of eruption on their mar-
ket of large foreign establishments, as well
as against takeover threats.

One country is an exception in this area:
the Federal Republic of Germany. This situ-
ation in fact results from certain peculiar-
ities of the German market. With relatively
little centralisation, this market is occupied
by some commercial banks, State banks,
cooperative banks and large-sized savings
institutions. The latter two control the major

part of retail business. Although very re-

gional, the Sparkassen (savings institu-
tions) are, in fact, very profitable universal
banks, which do not seem to want to
merge with each other, and which are not
very vulnerable to takeover threats. Never-
theless, with a weak capital structure and
no competition in their market, they show
little development. On the other hand, the
big commercial banks (Deutsche Bank,
Commerzbank, Dresdner Bank), since it is
difficult for them to extend on the retail
market and since the profitability of their
traditional activities shows a reducing
trend, have adopted aggressive policies of
cross-border growth. The first to take this
action, the Deutsche Bank, has obtained
for itself, through successive takeovers
(Morgan Grenfell, Hispano-Americano,
Banca d’America e d’ltalia), the first truly
European distribution network. More re-
cently, as a result of the reunification, the
Commerzbank has become the leading
German bank firmly established in the for-
mer GDR (over 200 branches), whilst
strengthening - through the Europartners
network - its relations with other big Euro-
pean banks.

These international developments, how-
ever, only concern the biggest institutions,
which are the only ones with the necess-
ary capital to carry out such strategies.
The small countries of the EC, whose fin-
ancial markets are still hampered by pon-
derous regulations (Greece, Portugal), will
probably experience some difficulties in
adapting themselves. Since their national
banks are not very competitive, these coun-
tries have, until now, restricted the access
of foreign banks to their market.

It is to be hoped that before these mar-
kets open up for foreign banks, the domes-

tic institutions will have been able to
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Table 4
Banking and finance
The top 15 banks worldwide, 1989
(Capital in billion Ecu)

308.7 -

Dal ichi Kangyo

Sumitomo Bank 278.73
Fuji . 27498
Mitsubighi Bank 272.74
Sanwa . 268.24
industrial Bank of Japal 184.81
Crigit Agticole 48133 |
BNP 173.08
Tokai Bank 17233
Citicorp 170.09
Norinchunkin 166.34
Crédit Lyonnais. 158.1
Mitsui 154.38
Barclays 153.02
Bank of Tokyo 152.1

Sowrce: ‘The Banker

improve their position, thanks to the im-
plementation of appropriate rationalisation
and restructuring programmes.

The second banking

Directive

At the moment, there is a considerable dif-
ference between the sectors of activities
accessible to credit institutions in the differ-
ent Member States. For instance, banks
established in the United Kingdom can
freely conduct a broad spectrum of acti-
vities, whereas banks established in
Greece can only conduct a limited number
of activities. The other Member States are
situated somewhere between these two ex-
tremes, but with greater similarity to the
British system than to that of Greece.
The second Directive relative to banking
business (COM (87) 715) adopted in De-
cember 1989, will enable banks to offer a
very wide range of services in all the Mem-
ber States. Foreign banks may conse-
quently be authorized to conduct activities
in the EC countries which are not per-
mitted to the banks of those countries.
This is known as the "European passport

for the banks".
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Cross-border activities
and international
activities

The activity of the banks of the Com-
munity continues to increase: operations in
the countries of origin, operations in other
Member States and with the residents of
those countries, and operations in the out-
side countries and with the residents of
those countries.

The statistics for evaluating the degree of
commitment of banks outside their home-
country boundaries are supplied by the
Bank for International Settlement ("Inter-
ownership”, International Banking Develop-
ments, BIS quarterly publication). These
statistics, unfortunately, make no distinc-
tion between intra-group operations and
operations with the outside countries.
During recent years, the American banks
have reduced their international activity,
whereas the Japanese banks have shown
rapid expansion.

From the strictly analytical point of view, it
is current practice not to consider intra-
group transactions, since these can be re-
garded as an internal movement of funds
rather than a basis of real activity.

Other statistics established by the BIS, re-
lated to the domestic base country of
banks, rather than the nationality of the
ownership, indicate the share of retail
banking outlets and subsidiaries set up
abroad in the cross-border business of the
banks in the Community. In the nine coun-
tries of the Community (excluding Portu-
gal, Greece and Ireland), the consolidated
volume of cross-border business of the
banks established in their domestic base
country is clearly higher than that of the
business carried out by all the banks,

foreign and domestic, in these same coun-
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tries. The only exceptions are the United
Kingdom and Luxembourg, which accom-
modate a great many foreign banks. Retail
outlets of foreign banks constitute the ma-
jority of the banking institutions in the
United Kingdom, whereas in Luxembourg,
subsidiary establishments of foreign banks
are more usual.
Although incomplete, the statistics clearly
show that the international activity of the
banks in the Community is basically car-
ried out by the commercial banks. Other
credit institutions are at present increas-
ingly carrying out cross-border activities.
This is particularly the case with Danish
mortgage banks in the Federal Republic of
Germany and in the United Kingdom, or
with building societies, United Kingdom
mortgage credit institutions in Spain.
Mortgage credit
The role of credit institutions in the financ-
ing of residential and non-residential
property building constitutes one of the
most important contributions to investment

within the economy of the Community. In

1986 the value of outstanding mortgage
loans in the member States reached

985 billion ECU.

In Denmark, France and the United King-
dom, the market is dominated by specialist
mortgage credit institutions, but it is more
evenly distributed between the different
types of credit institutions. The distribution
of markets may, however, undergo some
important changes. In the United Kingdom
the commercial banks have considerably in-
creased their market share by granting sec-
ond mortgages and the building societies
have only recently regained 50% of their
market by granting second mortgages.

This sector is, at the present time, charac-
terised by a low level of cross-border activ-
ity.

Classification by size of
the banks in the
Community
According to statistics set up by "The Ban-
ker" journal (July 1990), of the 1000 top
global banks classified according to their

assets, 440 are credit institutions in the

Table 5
Banking and finance
Consolidated (') international (?) claims of member stateand other banks (°), 1987-1988

Belgigue/Belgié
Danmark

BR Deutschiand
Espafia

France

ftafia
Luxembourg
Nedertand
United Kingdom

EC9

usa
Japan

Total

1887 1988 {9

Billion %of  Billion % of
ECU total ECU total
829 285 85.8 23
238 0.7 272 0.7
266.2 79 288.3 7.7
283 0.8 34.2 0.9
288.8 886 3173 8.4
141.9 4.2 183.0 43
10.7 03 184 05
92.1 27 104.3 28
194.8 58 211.2 5.8
1124.8 338 12488 333

498.3 148 5434 145
11922 354 13690 364

33643 1000 37564 100.0

{) Claims booksd in head offices, branches and subsidiaries worldwide
%) Fareign and domestic currency claims on non-residents and foreign currency dlaires on residents
£} Numbers and percentagas are rounded ard may not sum o fotals.

(‘) 06/88

Soprce: BIS, International Banking Developments, 2/88, 2/80, statisticat annex, . 25, tabla 7
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Community.
Declared capital and reserves are another
criterion for evaluation. These are the

basic factors proposed by the Commission

for determining the solvency of banks and
recommended by the Basle Banking Super-
visors’ Gommittee in its text referring to

the convergence of minimum requirements

Table 6
Cross-border (') claims of banks located (?) in Member States and other countries (%)
Banking and finance

1987 1988 () 1989 (%)
Bilfion % of Billion % of Billion % o
ECU total ECU total ECU fotal
Belgigue/Belgis 126.4 3.9 1208 3.2 147.0 32
Danmark 134 0.4 8.7 04 194 D4
BR Deutschiand 158.1 49 1742 4.8 2437 83
Espafia 19.8 0.8 20.6 0.5 24.7 Q.5
France 2044 83 2333 8.1 303.5 8.6
freland 4.1 0.1 45 0.1 7.7 0.2
Halia 48,6 15 535 14 574 1.3
Luxembourg 136.9 4.3 189.5 4.2 207.9 4.8
Nederiand 884 27 103.6 2.7 138.7 3.0
United Kingdom 8718 - 208 747.3 196 838.7 18.4
EC10 14744 456 16340 428 19867 435
USA 3619 121 473.7 124 544.0 11.8
Japan 442.6 13.7 620.5 183 7121 15.6
Total 42314 1006 38100 1000 45661 100.0
£ Fareign and domustic currency claims on non-esidents.
£} Domegtically-ownad and foreign-nwned branches and subsidiaries.
£} Numbers and p dages are ded and may not sum to totals,

4 December
Source: BIS, Internationsl Banking Developments, /88, 2/68, 5/80

Table 7
Banking and finance - Nationality of World’s Largest Banks by Size of Assets, 1988
Largest 10 Largest 500
Japan 7 EC 170
France 2
USA 1 Of which:
BR Deutschiand 47
Hafia 32
Largest 100 France 2t
United Kingdom 16
Espafia 18
EC 3¢ Danmark 9
Beigique/Belgié g
Nederiand 5
Of which: Luxembourg 5
BR Deuisch 10 Portugat 4
France g Hellas 3
ftalia . 8 ireland 2
tinitedt Kingdom &
Nederand 4
Belgique/Belgié 2
Egpafia 1
Japan 104
Japarn 31 USA 81
USA 12 Switzerland 11
Canada 5 Austria 8
Switzerland 3 Canada 7
Australia 3 Sweden 8
Others 7 Korea 12
Taiwan 12
India 7
Australia 7
- Others 72
Source: The Banker, July 1969
x X o

*
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for capital and reserves required for
banks. The situation is slightly modified
when assets are used to set up a classifi-
cation of the international banks.

The impact of 1992 and

outlook

From July 1990, a single market of finan-
cial services opened up for eight countries
of the European Community. Spain and
Ireland will join this group on 1st January
1993, as well as, probably, Portugal and
Greece, provided the situation of the bal-
ances of payments permits this.
Liberalisation measures will have consider-
able effects: savings will benefit from more
advantageous prices. Financial resources
will be used more efficiently in the different
countries and sectors, and this will result in
a raising of income levels and employment
in Europe.
Pressures on the competition The de-
regulatory measures taken by the Com-
munity will result in a selective and differen-
tiated increase of competition (or of concen-
tration), with a possible improvement of
profit margins in regions or on products for
which strong pressures on those offered
have been previously seen. It will probably
be necessary to abandon the traditional sec-
tors of interest which do not enable an ade-
quate increment value to be realised. Table
10 gives an idea of the relative level of
profit margins. The Greek, [talian and Por-
tuguese markets show a low density of
banks and are characterised, however, with
the exception of Italy, by low profitability le-
vels (inflation-adjusted).
At the other end, we find Spain and Bel-
gium (Luxembourg being a special case),
two countries with vast networks of banks

and which are characterised by moderate
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levels of profitability.

Products and services Despite the de-
cline in numbers of non-interest-paying cur-
rent accounts, raising of consumer deposits
is still, nevertheless a vital activity for the
commercial banks. It is expected that the
overall level of outstanding credit will only in-
crease very moderately (from 3 to 9%) dur-
ing the next ten years. Commercial lending
and consumer lending will continue their
growth, unlike operations of sovereign lending
and international money market lending. The
banks will continue to dominate the enter-
prises market, even if the profitability of the
traditional products and services will experi-
ence a certain fall. To counterbalance this
lack of profit, banks will develop new and
more profitable activities. Computerisation will
become increasingly important in the develop-
ment of marketing strategies.

It is estimated that by 1995, 75% of pri-
vate customers will regularly use the elec-
tronic cash dispensers instead of
approximately 50% today. In 1995, over
half of personal customers will be able to
use electronic funds transfer at point of
sale.

The European and other banks are increas-
ingly offering financial products to meet
the specific requirements of their cus-
tomers. For example, loans granted in sev-
eral currencies and the possibility of
converting floating loans to fixed-rate
loans. At the same time, banks are in-
creasingly offering services which are not
shown on their balance sheet (off-balance-
sheet business), but which enable cus-
tomers to reduce the charges on their
borrowings or to offset the money broker-
age risks and interests to which they are
subject.

Risk management In the future, the
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Table 8
Banking and finance - Top Ten Community Credit Institutions by Assets, 1988
Assels World
Country {biltion ECU) rank
1. Crédit Agricole F 1818 . 8
2. Banque Nationale de Parls F 1668 12
3, Crédit Lyonnais UK 160.1 . 14
4. Barclays Bank F 151.3 18
5, Deutsche Bank UK 151.0 17
6. National Westminster Bank D 144.4 19
7. Sociéié Générale F 1278 28
8. Groupe Ecureull ' F 123.2 26
9. Dresdner Bank D 108.7 27
10. Compagnie Financiére de Paribas F 1028 28
Bource: The Banker
Table 9
Banking and finance
Ten Community Credit Institutions by Published Capital and Reserves, 1988
Published
capital World
Country {bitlion ECU) rank
1. Crédit Agricole F 18.5 4
2. Barclays Bank UK 15,0 S 7
3. National Westminster Bank UK 13.7 8
4. Deutsche Bank D 11.8 g
5. Compagunie Financigre Paribas F 11.1 12
6. Banque Nationale de Paris F 87 | 17
7. Crédit Lyonnals F 78 22
8. Société Générale F 77 24
9, Dresdner Bank D 7.6 26
10. Rabobank NL 7.4 27
Sowrce: The Barker, July 1990
majority of bankers will be ready to take in particular.

more risks in the majority of the types of
loans. Nevertheless, an increase in the risk
of fraud, as a result of the increased compu-
terisation of the sector, is not expected. Bet-
ter management of information should en-
able banks to accept more risk without, at
the same time, actually increasing the risks.
In the 90s, availability of capital will con-
stitute one of the main factors of success.
Markets and behaviour This "stand-
ardisation" of banking activities in Europe,
made inevitable by the approach of 1992, is
nevertheless faced with important differences
between domestic markets.

In fact, in addition to the differences result-
ing from the diversity of the economies of
the member countries, heterogeneities still
exist, relative to the ratio of customers to

money in general and to banking activity

* ¥ x
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A leading differentiating factor has to do
with the use of methods of payment
(Tables 13 and 14). At the end of 1988,
in fact, the amount of money in circula-
tion, in relation to money supply M1, var-
ied from 14% in the United Kingdom and
Italy, to over 33% in the Federal Republic
of Germany, in fact contrasting the coun-
tries of northern continental Europe
(Federal Republic of Germany, Benelux),
where the use of cash is still preponderant,
with countries with an older banking tradi-
tion (France, United Kingdom, Italy), where
the use of cashless methods of payment
(cheques, cards) have become more cus-
tomary.

The countries where cash is more or less

no longer used have substituted it with



Table 10
Banking and finance - Number of Credit Institutions in Member States

BELGIQUE/BELGIE End-1980 End-1986 Em&}%‘?
1. Commercial banks 83 88 85
Of which:

Incorporated under Belgian law 58 59 (9 54
incorporated under foreign law 25 29 31
2. Private savings banks 30 346 32
3. Other institutions NA 53 48
Of which:

Public law credit 6 8 6
Others N/A 47 40
Total . N/A 175 163
{7} Of wiich: 33 foreign bank subsidiaries: ofher EC countries 12, Japan 8, USA B, others 7 .

{% 992 authorized savings banks in 1986, 306 in 1967 were affiiated to CEFA, a cooperative sodisty, which Js inclutied as one
~ of the savings banks.

DANMARK End-1980 End-1986 End-18987
1. Commercial banks 74 79 81
Of which:

incorporated under Danish law 74 73 (% 76
Incorporated under foreign law ¢ ] 5
2. Savings banks 185 147 140
3. Cooperative credit institutions NA /A 37
4. Other institutions N/A 18 23
Of which:

Morigage credit 8 & 5
Others WA 12 18
Total ’ . NA 244 281
{‘;Aq wich: 3 foreign-owned bank subsidiaries 2 USA)

BR DEUTSCHLAND End-1980 - End-1988
1. Commercial banks 243 317
Of which:

Incorporated under German law N/A 258 (9
tncorporated under foreign law N/A 58
2. 8aving$ banks 611 597 (&
3. Cooperative banks’ 4237 3367 (%
3. Other insitutions 221 08
‘Of which:

Mortgage credit {includingbuilding societies) - 88 &7
Gthers 182 31
Total 5312 4378

) Of which: 56 {legally independent) banks majority-owned by foreign banks: other EC countries 27, USA 8, Japan 8, others 15
) Including 12 regionat and national central ingtitutions which represent the dividual savings banks
£ Including 5 regional central banks and ane centrat institution aeling on behalf of individual cooperative institutions .

massive use of the cheque (France being
an extreme case in this area; over 62% of
transactions there are carried out by
cheque). On the other hand, the countries
where the use of cash is more widespread
operate transfers and deductions. It should
be borne in mind, however, that cash pay-
ments are by far the most important. From
the point of view of customer behaviour,
two contrasting cultures exist within the
Community: in Northern Europe, contact
payments are mainly made in cash and
larger payments are made by transfer or
deduction; in France, the United Kingdom
and Spain, more payments are made by
cheque.

This has a considerable influence on the
potential development of the card. This, in
fact, is mainly used as a contact method
of payment in France, the United Kingdom
and Spain. In Haly, its use is still marginal.
A French household of three people holds
over 8 accounts, generally with at least
two different institutions. This situation in
France is the result of privileged savings
accounts of the "Livret A" (A’ book) type.
ltaly is the extreme case, where a house-
hold holds scarcely more than one ac-
count. This enables us to classify the
European markets into highly competitive
markets (France, United Kingdom), where
the offer of new services and products is
a condition sine qua non for any bank
wishing to become established there. On
the other hand, in the markets of Northern
Europe, or a fortiori, Italy, the use of new
products such as cards can give a bank a

decisively competitive advantage.
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HELLAS

End-1980 End-1986End-1987End1988()

1. Commercial banks 28 35 35 82
Of which:

Incorporated under Greek law N/A 18 18 12
Incorporated under foreign law N/A 19 19 20
2. Savings banks 1 0 0 1
3. Cooperative banks ] 0 0 o
4. Other banks 6 8y 3

Total 34 44 38

{1y Of which: 2 not yet under scope of Directive 77/78WEEC and § exerspled instdutions

£} Source: Eurostat-Dafsa (4th quarter 1988)

£} Post savings banks

ESPANA End-1986 End-1987 End-1988
1. Commarcial banks 138 187 139
Of which:

ncorporated under Spanish law 97 (% g7

Incorporated under foreign law 38 40

2. Savings banks 79 79 78
3. Cooperative banks : 142 133 131
4. Other banks \ 260 288

Of which:

Morigage credit instifutions 24 22

Oificial credit institutions 4 4

Finance houses 232 262

Total §16 837

{1y Of which: 7 foreigh bark subsidiaries: other £C 4, USA 3

FRANCE End-1980 End-1986 End-1987 End-1988 (%} End-1988 (%)
1. Commercial banks 387 386 384 394 408
Ot which:

incorporated under French law N/A 330 (%) 320

incorporated under forgign law N/A 56 64

2. Savings banks (8 480 422 384 364 301
3. Cooperative banks 190 182 190 190 178
4, Other banks N/A 1080 10980 1098 1081
Of which:

Finance companies N/A 1049 1 059 1087 1059
Specialized financial institutions  N/A 31 31 31 32
Total N/A 2080 2048 2048 1978

) Of which: 89 foreign-owned subsidiaries
%} Caisses tfépargne ¢ de prévayance and caisses de crédit municipal

* ¥ g
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IRELAND {*} End-1980 End-1986 End-1987
1, Commarcial banks 40 39 !
Of whigh:

Incorporated under irish law N/A 3B E 32
ncorporated under foreign law N/A 4] 4]
2. Bavings banks - 4 - -
3, Cooperative banks N/A 16 16
4, Other institidions 2 2 2
Total . N/A 87 56
{1} Gredi unions and fendly societies oulside seops of Directive 72/780/EEC

) Of which: 2 foreign bank sulssidiaes: 7 ather EC, 1 USA

ITALIA End-1980 End-1986 End-1987 End-1988 {)
1. Commaercial banks 3140 268 (% 291 &)

Of which:

ncorporated under ltalian law 289 228 254

incotporated under fareign law 25 3¢ 37

2. Savings banks B9 80 87 85
3. Couperative banks 853 7 (% 727 726
4. Other institutions 88 96 98

Of which:

Spacialized financial instit. 87 B89 89

Cther 12 () 7 7

Total 1155 1172 1201

{1 Of which: 158 banche pepolar

€3 Of which 101 banche popolarl have conperalive formy 1 fareign bank subsidiary (EC)

£33 0Of which; 132 banehe popoiari

{* Not inchiding the banche popalari which giso have cooberative form

() Probably rot comparable with 1986 figure

{8} Source: Banca d'ftalia

LUXEMBOURG End~1980 End-1986 End-1987
1. Commercial banks 118 115 121
Of which:

incorporated under Lux. law N/A 88 104
Incorporated under foreign law N/A 17 17
2. Cooperative banks 70 88 53
3. Other banks . N/A 28 28
Of which:

Mortgage credit N/A 3 369
Others 20 28 (% 26
Total N/A 201 203

{1} Of which: at jeast 65 foreignowned {the imprecision is the result of insufficient Information on ownership}

) OF which: 2 German branches
£} Mainly foreign-owned {insufficiont information)

* * oy
* *
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NEDERLAND End-1980 End-1986 End-1887 7

1. Commercial banks 82 83 83
Of which:

incorporated under Dutch law &3 : 84 {) 64
incorporated under foreign law ’ 18 18 19
2. Savings banks Co82 N/A 58
3. Cooperative banks 1 i 1
4., Other banks N/A 28 30
Of which: i

Morigage credit institutions 7 8 8
Other capital market instit. N/A 2 2
Gther {mainly intermediaries a '
in securities market) 21 18 208
Totat N/A 175 172

{3 Of which: 18 foreign-owned subsidiaries (7 EC, 7 Japarn, 3 USA, 1 pther}
%} Central, policy-makding institution {Rabobank) having 1 885 affliated banks at end-1888, 1 851 at eny-1987
£} Including Postbank NV

PORTUGAL End-1980 End-1986 £nd-1987 End-1888
<1, Commercial banks 12 21 21 22
Of which:

Incorporated under Port. law g 12 13 18
Incorporated under foreign law 3 B 8 6
2. Savings banks 4 4 4 3
3. Cooperative banks (%) 145 202 211t 200
4, Other banks 18 13 13 13
Of which:

frvestment banks 1 2 b4 2
Cther 17 11 11 1t
Total 178 244 249 260

"} Correspord 1o Agricuiturs? Mutizal Credit Covparatives, which are of rolatively small dimension and dre not incladed, for the
time being, in the Monetary Survey computed by the Baneo de Portugal.

UNITED KINGDOM End-1980 1986 End-1987
1. Authorized banks 330 £88 ()} 580
Of which: E
incorporated under UK jaw N/A 334 330
Incorporated under foreign law N/A 254 250
2. Savings banks 17 NA N/A
3. Cooperative banks 1 N/A N/A
4. Other banks 312 ONA WA
Of which:

Building societies 273 164 168
Finance houses 38 N/A N/A
National Girobank 1 & €
Total / 660 ' N/A N/A

£} Ot which; 254 foreign branches, Of the 334 other Credit institutions 88 were foreign-owned subsidiaries and consoriium barks,
Of the 87 subsidiaries, 14 wers EC-owned, 20 US-ownied, 4 Japanese-ownad and 20 ofher; 3 EC banks had stakes in the 18
consortia.

(%} By 1987, name changed to Girobarik plc and included in authordzed bank category.

Sources: EC Commission, DG XV, BUROSTAT; FR Germany: Bundesbank

x ¥ %
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Table 11
Banking and finance - Estimate of potential falls in banking product prices as a resuit of completing the internal market (')

B D E F t L NL UK
Consumer oredit 4 136 39 108 NA 2 3 121
Credit cards 79 60 26 30 80 -2 a8 18
Mortgages , 31 57 118 78 -4 N/A r 20
Letters of credit 22 40 50 . 7 9 27 17 8
Forsign exchange ' 6 31 198 56 23 a3 -46 16
Travellers cheques ) : 35 -7 30 39 22 7 33 -7
Commercial loans s 6 19 7 9 8 43 46

'} Percantage differences in prices of financial praducts compared with the e of the Jour lowest obasrvations
Sauree 1 Price Waterhouse

Table 12
Banking and finance - Bank profitability, 1989
" Rate of retumn Rate of return
’ on capital " onassets
: {before tax)
Belgique/Belgié . 13.22 - 043
Danmark ' ’ 2.06 .10
BR Dsutschland ‘
Hellas ' . 13.12 . 0.59
Espafia ’ ’ ‘
France :
fretand 23.25 1.25
Halia . . ) . : )
Luxembourg ) - 1.83 0.06
Nederiand 14.42 0.69
Portugal : 14.08 0.58
United Kingdom .
USA
Japan
{} Avorage 1989 o avorage 1968
Sourge: The Barker 7/89, Eurostat
Table 13
Banking and finance - Share of currency in circulation in M1 and M3 and as a percentage of GNP
Percentage of ] Percentage of ' Percentage of
harrow money broad money ’ GNP
stock (M1} stock {M3) :
1978 . 1988 1978 1988 1978 1988
Belgique/Belgié 424 27 - .- 116 75
France 18.8 156 83 81 . . . 82 4.2
BR Deutschiand 2.1 334 - 118 12,0 \ 65 8.7
Halia 15.8 14.3 7.8 §0 7.3 52
Nederand 30.9 29.6 98 8.1 : 78 7.7
United Kingdom 30.0 N 16.0 686 6.6 _ 3.2
Switzeriand : - 350 319 11.3 7.7 12.7 94
United States 270 - 26.8 6.5 54 45 44
Japan 270 315 6.8 5.3 8.1 98
Bource: Sema Group Management Consuftants V
* ¥ %
*
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Table 14
Banking and finance - Relative importance of cashless payment instruments
as a percentage of total volume of transactions in 1988

Chegues Payment by Payment by Paper-based Paperless Biract
credit card debit card credit ransfers credit debits
at PO8 transfers

Belgique/Belgié 31.0 1.2 8.7 41.8 12.8 7.0

France ‘ 62.6 « 114 1.8 150 9.5

BR Deutschiand 9.9 0.7 0.0 274 253 367

Halia 49.2 12 0.1 43.8 3.7 20

Nederland 17.8 0.5 0.3 382 270 168

United Kingdom 54.7 12.4 02 8.7 13.4 10.6

Switzeriand 13.0 40 0.8 29.2 498 34

United States 84.2 14.0 0.1 - 1.2 0.6

Japan 58 1.6 - 124 278 424
Source: Sema Group Management Consultants

Table 15
Banking and finance - Relative importance of transferable deposits and number of accounts at end-1988

Value of ©+ Valueot Number of Number of

transferable transferabie accounts accounts

deposits deposits per {millions)} per inhabitant

{USD billions) capitafUsD)

Belgique/Belgis 20.8 20040 0.2 1.0

France 559.4 10 042.0 1847 2.8

BH Deutschiand 161.7 26250 805 1.0

Halia 268.0 47300 212 04

Nedetiand 383 2609.0 154 1.4

United Kingdom 365.9 64180 138.1 24

l.a Suisse 378 57130 ‘ ~ -

United States 583.0 23580 120.0 0.5

Japan 10385 84557 - -

Source: Sema Group Management Consultants

Written by: Sema Group Management

Consultants
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