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1. INTRODUCTION

The Commission of the European Communities considers that users of cross-border
payment systems have a right to clear and accurate information on the services being
provided. Furthermore, the Commission takes the view that the full benefits of the single
market will only be achieved if it is possible to transfer money as rapidly, reliably and
cheaply from one part of the Community to another, as is now the case within most
member states.

In 1990, the Commission of the European Communities (the Commission) adopted
Recommendation 90/109/EEC on the transparency of banking conditions relating to cross-
border financial transactions. The implementation of this Recommendation was discussed in
the Commission's two advisory groups, the Payment Systems Technical Development
Group (PSTDG) and Payment Systems Users Liaison Group (PSULG), whose members are
drawn from banks, central banks, consumers, retailers and SMEs.

In the PSULG, the European Credit Sector Associations, consumers, SMEs and retailers
discussed and agreed on “European Banking Industry Guidelines for Customer Information
on Cross-Border Remote Payments”. The Industry Guidelines, which were to be
implemented by 31st December 1992, were annexed to the Commission working document
“Easier cross-border payments: Breaking down the barriers” (doc. SEC(92)621) in which

the Commission stated that it would monitor their lmplementatlon ‘

In order to do so, the Commission engaged Retail Banking Research Ltd (RBR) to carry
out a study in February 1993, covering the implementation of the Recommendation and the
Industry Guidelines. The results were published by the Commission in 1993 in a report
entitled “Remote cross border payment services: Transparency in conditions offered and
performance of transfers executed”, ISBN 92-826-6875-4. (This current report refers back
on gccasion to the earlier stddy).

After evaluating the results of this study, the Commission decided that a further study
should be carried out in the first half of 1994 in order to monitor the improvement,
compared to the 1993 study.

1.1 Objective

The purpose of this study was to evaluate the level of transparency of service conditions as
well as the performance of remote cross-border payments in all the Member States of the
EU and the extent to which guidelines agreed with the banking community are being
applied. Remote payments are all those implying the process of sending a payment across a
border by an originator remaining in his country of residence. In particular the Commission
wished to establish:

v

« the availability of information about such transfers;
how transparent conditions and prices are to customers;
the prices charged to senders and recipients;

the extent of double charging;

the time taken for such transfers to occur.

e e o o
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1.2 Scope

The study covered all twelve member countries in the European Union and comprised two
separate exercises:

A. market research study involving the collection of information from bank branches;
B. an exercise in the transfer of actual funds including both a “main” sample where
transfers were sent urgently and a “control” sample of ordinary (non-urgent) transfers.

1.3 Structure of Report

This report presents the results of these exercises. Following this introduction, there are
three more sections:

Section 2 describes the methodology used;
Section 3 presents the results of the transfer exercise;
Section 4 presents the results of the market research.

In addition there is a series of annexes that contain detailed tables that support the diagrams
appearing in the main text, together with supplementary figures and tables. There is also an
annex describing market research experiences in the individual countries.

1.4 Conventions Used in this Report

1.4.1 Nomenclature

The words sender and payer are used interchangeably in the report as referring to the
person sending a transfer. Receiver, beneficiary, and recipient are similarly used for those
receiving transfers. When talking about charges, the perspective is that of the customer;
thus fees, costs and charges are all used to refer to the prices paid to their bank by those
sending transfers, apart from where the charges were levied by the beneficiary's bank on
the recipient - these are described as receiver fees or charges.

142 f Transfi in Analysi

The maximum amount of data available was used in the analysis of each section of the
report. Since all transfers were sent but not all arrived, sender analyses in the transfer
exercise are based on all transfers but recipient analyses (e.g. of time taken for transfers to
arrive) are based on those transfers that arrived by the time the report was prepared.
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1.4.3 Value Ranges

In tables and diagrams with value ranges, often only the upper limit is included for
simplicity and to avoid cluttering the diagrams; value ranges are banded as higher than the
lower limit and lower or equal to the upper limit. Thus for example:

Range Interpretation
0 equal to zero
5 greater than zero and less than or equal to §
10 more than 5 and less than or equal to 10

Totals do not always represent the sum of constituent elements because of the rounding of
constituent elements.

1.4.4 Abbreviations

In tables in the report where individual country information is provided, the member states -
are listed in alphabetical order, in terms of the English language. In the diagrams, the
Commission abbreviations of country names are used, as shown in the table below.

Country Abbreviation of
country name

Belgium Be
Denmark Da
France Fr
Germany De
Greece El
Ireland Ir

Italy It
Luxembourg Lu
Netherlands N1
Portugal Po
Spain Es
United Kingdom UK

Where information or data was not available “na” is used while “n/a” is used for not
applicable.
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The following currency abbreviations are used in the report:

Country Currency abbreviation
Belgium BEF
Denmark DKK
France FRF
Germany DEM
Greece GRD
Ireland IEP
Italy ITL
Luxembourg BEF
Netherlands NEG
Portugal PTE
Spain ESB
United Kingdom GBP
United States USD
European Currency Unit ECU

Page: 4
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2. METHODOLOGY

Two exercises were set up to run in parallel: a transfer exercise and a market research
programme. The countries covered included all those currently in the Community:
Belgium, Denmark, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands,
Portugal, Spain and the UK.

2.1 Transfer Exercise

The purpose of the transfer exercise was to find out what happens in practice when people
ask their bank to transfer money to other people in other countries. The transfer exercise
consisted of sending close to twelve hundred transfers in two waves - a main sample of
urgent transfers and a smaller control sample of non-urgent transfers. The purpose of the
control sample was to see the extent to which charges and times taken with non-urgent
transfers varied compared to the urgent transfers.

Cross-border transfers were arranged from each member country to every other member
country.

In the main sample, as was specified by the Commission, four accounts in each large
country were used (Germany, Italy, Spain, France and the UK) and two in each smaller
one (Belgium, Denmark, Greece, Ireland, Luxembourg, the Netherlands and Portugal);
thus a total of 34 accounts were used. None of these accounts were same as those used in
the similar exercise the previous year; nor were any of the branches used the same as the
previous year; however some of the banks were the same, which was desirable in some
countries to ensure that leading banks were included.

In the control sample, one sender in each member state sent a transfer to all other senders.
These senders were a sub-sample of the main senders in order to ensure sets of matched
pairs of transfers (each pair of transfers travelling from and to the same points but with
different instructions). In the event, not all banks offered two alternative methods but
following consultation with the Commission, transfers were sent in these cases to see the
degree to which the results would be similar.

2.1.1 Establishing the Network of Senders

The senders were a broad cross section of professional people of all ages, who were
colleagues of RBR staff or colleagues of colleagues. They used a variety of banks -
commercial, savings and cooperative. A list of the banks by country in terms of the type of
bank is given in Figure 2.1.1 overleaf. The sample of banks broadly reflects the banking
structure in the different countries. Postal banks were excluded from this exercise, as
specified in the brief from the Commission.

The accounts used were personal current accounts with the exception of senders from
Greece and one sender in Spain who used their savings accounts - in these countries
savings accounts can be used in a similar way to current accounts - and two small business
accounts were used in Portugal and Luxembourg.
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A problem arose in France on the day the transfers were due to take place. One bank,
which had provided information to the sender regarding options, cost and time, actually
refused to carry out the thirty transfers. The sender was told it was against the law to send
so many transfers from a personal account. Therefore it proved necessary to use another
account to send the transfers. However, the original bank still received all the incoming
transfers from other senders who had already sent their transfers.

There were potential problems in Greece because of exchange controls. Therefore in that
country external accounts, denominated in pounds sterling, were used.

Each sender also acted as a beneficiary, a quite separate capacity in terms of the subsequent
analysis.

Figure 2.1.1: Types of Bank Used for Main Transfer Exercise

Country Commercial Savings Co-operative Total
Large Medium/ Large Medium/ Large Medium/
Small Small Small
Belgium 1 1 0 0 2
Denmark 2 0 0 2
France 2 11 0 12 1 5
Germany 2 0 2 0 4
Greece 2 0 0 2
Ireland 2 0 0 2
Italy 1 1 1 0 1 4
Luxembourg 2 0 0 2
Netherlands 1 0 0 1 0 2
Portugal 1 1 0 2
Spain 2 2 0 4
UK 1 2 1 0 4
Total 8 16 1 6 2 2 35

1 Sender Only; 2 Receiver Only
See section 2.2.1.4 for definitions of Large/Medium/Small

The 34 senders sent a total of 1,048 cross-border payments in the main sample exercise.
This total was made up of:

e 7 small countries, each with 2 accounts from which cross-border disbursements were
made to 32 accounts (7x2x32 = 448);

e 5 large countries, each with 4 accounts from which cross-border disbursements were
made to 30 accounts (5x4x30 = 600).

In the control sample the number of payments carried out by the twelve senders was 132:

¢ 12 countries, each with 1 account, from which a transfer was sent to each of 11 accounts
abroad (12x1x11 = 132).

The resulting numbers of transfers which were sent and which should have been received is
shown in table 2.1.2.
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Figure 2.1.2: Number of Transfers Sent and to be Received

Country Transfers sent and to be | Transfers sent and to be
received (main sample) | received (control sample)

Belgium 64 11

Denmark 64 11

France 120 11

Germany 120 11

Greece 64 11

Ireland 64 11

Italy 120 11

Luxembourg 64 11

Netherlands 64 11

Portugal 64 11

Spain_ 120 11

UK 120 11

Total 1,048 132

2.1.2 Organisation of Transfers

The instructions were to send an amount equivalent to 100 ECU with an instruction that all
charges should be paid by the sender. It was thus intended that the amount sent should be
credited to the beneficiary without any deduction of charges.

Papers were prepared for each sender to assist their activities. Each was sent:

a set of instructions;

a list of transfers to be made;
a set of forms to record transfers made and transfers received;

* a questionnaire about what their bank told them and the level of service they received.

As well as this written material, each sender was individually briefed by a member of the
project team either face-to-face (in most cases) or on the telephone.

Transfers were organised to be originated in a single week (and as far as possible on a

single day) to assist comparability and to minimise fluctuations in exchange rates.

Each person sending money kept records of:

fees, if available);

the date of the payment instruction;
the date it was debited from the account;
the type of documentation received;
the charges made for the transfer (broken down into commission, transaction and other

the information provided by the bank concerning the transfers.
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Recipients of funds recorded:

o when the funds were recorded as received;

o when the funds were value dated (and thus available without interest costs to the
beneficiary);

when they were notified of receipt;

the type and quality of documentation they received;

how much money they received;

whether they were aware that any charges had been deducted (and if so how much).

Other relevant information, such as qualitative comments on the transfers (e.g. difficulty or
ease of obtaining information) was recorded in summary.

The instructions to the banks were to send transfers on the 26th April for the specified
amounts to arrive within a week and for the sender to bear all charges (i.e. the beneficiary
should receive in their account the full amount in their currency which was specified by the
sender in their instructions). If more than one method of transfer was offered, the more
rapid one was chosen.

The date of the 26th April was chosen as the earliest practical date after the award of the
contract given the urgency with which the Commission required results. There were a
number of national holidays at the end of April and in May. Therefore the calculations
have been adjusted to take account of these by deducting the total number of non-
overlapping holiday days in both countries involved. This adjustment may not be totally
accurate since it was not possible to know where the transfer had reached on any particular
day, and whether therefore it was actually held up. Thus this adjustment, which assumes
that each transfer was held up the maximum time possible, could result in transfer times
being underestimated, in some cases by as much as two days.

At the end of May, senders assembled the information they had received concerning both
the transfers they had sent and those they had received. If they had not received this
information, they requested it from their bank.

The information was then sent in June to RBR where it was possible to identify those
transfers that did not appear to have arrived. Beneficiaries were then asked to double check
whether the missing transfer had been received. In more than half of the cases it was
possible to do so, because the transfer had arrived subsequent to the information first sent
by the bank, or because the transfer had been present but had not been identified - which
almost invariably was because it had arrived without adequate, and in some cases without
any, identification.
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2.2 Market Research

The purpose of the market research exercise was to find out what information bank
branches provide concerning the methods, costs and time of making cross-border payments.
In particular, the exercise collected data on:

the availability of information about options, time and cost for transfers;
the quality of information supplied;

the tariff structure and charges levied;

the basis of exchange rate used;

the time quoted for transfers;

guidance to suitability and warnings given (if any);

availability of redress;

other relevant information.

e o o o ¢ o o o

2.2.1 Coverage

Information was collected from a sample of 165 different banks across Europe. The banks
were selected on the basis of covering as far as was practical the full range of types of bank
(commercial, savings, co-operative) and a full range of size of banks at a range of
locations. Unlike last year's exercise, information was not collected from postal banks. To
provide a representative picture, particularly in smaller countries, more than one branch of
the same bank was visited at different locations. Thus the number of successful visits
totalled 352 (as compared to the target total of 300).

The table overleaf shows the number of banks covered and the number of branches visited
in each country. The number of banks and branches covered varied according to the size of
the country and the number of banks offering cross-border transfer services to personal
customers. For example, there are over 4,000 retail banks in Germany but in the UK the
number is less than 40, and in Ireland the number of significant banks is less than 10.
Thus, the sample ranged from 10 branches in Luxembourg (a small country with few
banks) to 30 or more in France, Germany, Italy, Spain and the UK. In most countries more
than one branch of the same bank was visited.
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Figure 2.2.1: Number of Banks and Branches Surveyed

Country Number of banks | Number of branches
covered visited
Belgium 11 25
Denmark 11 20
France 14 37
Germany 22 49
Greece 13 24
Ireland 5 24
Italy 36 46
Luxembourg 8 10
Netherlands 6 17
Portugal 13 25
Spain 16 41
UK 10 34
Total 165 352

2.2.1.1 TYPE OF BANK, NUMBER OF BRANCHES VISITED

The banks in the 12 countries were selected to cover the full range of types of banks. The
proportion of different bank types visited generally reflected the banking structure in each
country.

Figure 2.2.2: Types of Bank Surveyed
(number of branches visited by type of bank)

Country Type of Bank Total number of
branches visited
Commercial Savings Co-operative
bank bank bank
Belgium 17 8 0 25
Denmark 15 5 0 20
France 28 3 6 37
Germany 29 10 10 49
Greece 22 0 2 24
Ireland 20 4 0 24
Italy 36 9 1 46
Luxembourg 7 3 0 10
Netherlands 8 4 5 17
Portugal 23 2 0 25
Spain 32 9 0 41
UK 29 4 1 34
Total 266 61 25 352

Page: 10



2.2.1.2 LOCATION OF BRANCHES SURVEYED

Interviews were carried out in different locations, urban, suburban and rural, to provide a
broader idea about services in the 12 countries and to check the extent to which branches
that may perhaps have less demand for cross-border services also provide these facilities.

Figure 2.2.3: Location of Branches Surveyed
(number of branches visited by location)

Country Location of branches Total number
of branches
. visited
City Suburban Rural
Belgium 18 7 0 25
 Denmark 14 5 1 20
France 27 10 0 37
Germany 31 14 4 49
Greece 19 5 0 24
Ireland 15 4 5 24
Italy 37 8 1 46
Luxembourg 10 0 0 10
Netherlands 11 3 3 17
Portugal 20 4 1 25
Spain 39 0 2 41
UK 18 12 4 34
Total 259 72 21 352

2.2.1.3 SIZE OF BRANCHES SURVEYED

The branches visited varied considerably in size. This was measured by the number of
counter positions.

In Germany, Greece and Italy most branches visited were medium to large. In other
countries the typical branch size varied between 3 and 8.

Figure 2.2.4: Size of Branches Surveyed

(by branch size)
Country Branch size Total number
1-2 counter 3-4 counter 5-8 counter 9 or more of branches
positions positions positions counter positions visited
Belgium 3 9 7 6 25
| Denmark 3 7 5 5 20
France 3 18 7 9 37
Germany 0 10 11 28 49
Greece 0 5 11 8 24
Ireland 4 10 8 2 24
Italy 0 8 25 13 46
Luxembourg 1 5 2 2 10
Netherlands 2 8 5 2 17
Portugal 0 12 9 4 25
Spain 2 22 9 8 41
UK 2 17 14 1 34
Total 20 131 113 88 352
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2.2.1.4 SizE OF BRANCH ACCORDING TO ASSETS

The banks visited were also measured according to the assets held (as identified in “The
Banker”, July 1993). A bank with assets below USD 10,000 million was rated small; a
bank was rated medium when assets ranged between USD 10,000 million and USD
100,000 million; a large bank was any with assets in excess of USD 100,000 million.

Figure 2.2.5: Size of Banks whose Branches were Surveyed (by Assets)

Country Small Medium Large
(<USD 10,000 million) | (USD 100,000 million | (>USD 100,000 million)
<USD 10,000 million)
Belgium 4 17 4
Denmark 11 9 0
France 6 11 20
Germany 19 10 20
Greece 19 5 0
Ireland 10 14 0
Italy 24 18 4
Luxembourg 4 6 0
Netherlands 3 2 12
Portugal 15 10 0
Spain 7 34 0
UK 3 20 11
Total 125 156 71

2.2.2 Organisation of Exercise

Market researchers were recruited to carry out the investigations in most of the European
countries. In the remainder (such as the UK and Ireland) the work was carried out by RBR
staff.

It was decided not to use a professional agency to actually carry out the research because
the wide geographical scope and relatively small number of branch visits in each country
meant that the chain of communication would have been too long (RBR - professional
market research co-ordinator — international agency - local agency — local market
researcher). Instead, by using a combination of RBR staff and local contacts it was possible
for RBR to effectively brief all researchers directly, mostly face-to-face, except in just one
case where it was done by telephone.

A list of banks which had to be included was provided to each researcher. The market
research was mainly carried out in May 1994; a small part was conducted in the last week
of April and the first week of June.

The information gathered was analysed, and results drawn up for both the quantitative and
the qualitative data. Comparisons were made by country.
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2.3 Exchange Rates and Currency Fluctuations

In order to provide a basis of comparison between costs in different countries, the common
currency used for comparison was the ECU. Because of the fluctuation of rates in the
market over time, a date had to be selected and the 26th April 1994 was chosen as most
appropriate, being the date on which most transfers were authorised. The exchange rates
used for the calculations were based on the mid-points of the closing spot rates quoted in
the Financial Times on the 26th April. Because the sums sent were relatively low in value,
it was appropriate to use the previous day's closing market prices as these are in most cases
the basis of the rates the banks would use the following day. Only in large value foreign
exchange transactions would banks go to that day's market to obtain a rate.

Thus the exchange rates used for calculations of costs were as follows:

Figure 2.3.1: Exchange Rates Used for Currency Conversions

Country Currency Exchange rate to
1 ECU
Belgium BEF 39.765
Denmark DKK 7.5824
France FRF 6.6297
Germany DEM 1.9301
Greece GRD 233.30
Ireland IEP 0.7915
Italy ITL 1848.9
Luxembourg BEF 39.765
Netherlands NEG 2.1704
Portugal PTE : 198.08
Spain ESB - 157.38
UK GBP 0.77053

However, if a sender's account was not debited on 26th April using that day's rate to
evaluate the fineness of the exchange rate used by the bank would have given inaccurate
results. Therefore for the purposes of that calculation only, the ECU rate used was that for
the day on which the sender's account was debited.

2.4 Accuracy of Results

When assessing the significance of the results, it is important to bear in mind the statistical
strengths and limitations of the exercise.

Over 1,000 transfers were made between 34 endpoints in 12 countries, compared to an
annual volume which the European Commission estimates may total 200 million
transactions. The transfer exercise covered a sample of 34 banks out of the Community's
7,700 institutions! that offer payment services. The market research covered a sample of
352 of the Community's 167,0002 bank branches.

1,2 Source: “Payment Systems: EC Member States: Statistical Tables for 1992”, European Monetary
Institute, May 1994
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To set the scale of the exercise in context, national political opinion polls for which an
accuracy of +3% at 95% probability is normally claimed are typically based on a sample
of about 1,000 people out of a population of 40 million voters, i.e. about 1 in 40,000. This
compares to coverage of 1 in 226 of the banks that offer international transfer services and
1 in 475 of branches in Europe covered in the course of the market research for this study.

However far more important for statistical accuracy is the absolute size of the samples used
and whether or not the selection of the sample is reasonable. Since the choice of banks for
transfers was random (in the colloquial sense), stratified by country and type of institution,
and without any systematic bias, the scope of the exercise was sufficiently wide ranging
and the scale was sufficiently large for the results to be statistically meaningful.

Furthermore, it is possible to rebalance and reweight the sample should this be desired, for
example, if it was felt that savings banks were under-represented. However, when such
reweighting was tested last year, this caused virtually no difference to the results.
Reweighting does not affect the validity of the exercise, although it may affect the size of
the confidence limits applied to the results.

The numerical interpretation of the results depends on what aspect is being considered. For
example, in the market research for situations where the answer was effectively “yes” or
“no” (e.g. “was a brochure provided?”), the confidence intervals were as overleaf
(assuming independence of individual results and a binomial distribution).

Figure 2.4.1: Confidence Limits for Market Research Sample

Results Confidence limits at Confidence limits at
95.4% probability 99.7% probability
Lower Upper Lower Upper

1.0% 0.0% 2.1% 0.0% 2.6%
5.0% 2.7% 7.3% 1.5% 8.5%
10.0% 6.8% 13.2% 52% 14.8%
20.0% 15.7% 24.3% 13.6% 26.4%
30.0% 25.1% 34.9% 22.7% 37.3%
40.0% 34.8% 45.2% 32.2% 47.8%
50.0% 44.7% 55.3% 42.0% 58.0%
60.0% 54.8% 65.2% 52.2% 67.8%
70.0% 65.1% 74.9% 62.7% 71.3%
80.0% : 75.7% 84.3% 73.6% 86.4%
90.0% 86.8% 93.2% 85.2% 94.8%
95.0% 92.7% 97.3% 91.5% 98.5%
99.0% 97.9% 100.0% 97.4% 100.0%

i.e. if the market research sample showed that something occurred in 20% of branches,
then we can be 95.4% sure that the actual proportion for all branches lies between 15.7%
and 24.3%, and 99.7% sure that the actual proportion lies somewhere between 13.6% and
26.4%.
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Some aspects of the market research, such as prices charged for transfers, could be
expected to be uniform for all branches of the same institution. In many countries the
research therefore covered virtually all the institutions offering cross-border transfers. In
these cases the results approach those of a census. Here the results provided include the
mean, the mode, the median, the maximum, the minimum, and the standard deviation.

In the transfer exercise, the scale of the sample compared to the total is more difficult to
define - in terms of annual volume, the sample was about 1 in 200,000 but in terms of the
transfers on the day the transfers were authorised it was about 1 in 800. Far more
fundamentally what was the absolute size of the sample - since 34 endpoints were used for
1,048 transfers should the sample size be regarded as 34 or 1,048? Since the results showed
that transfers from a single endpoint experienced many different results (in terms of the
time taken to arrive, the amount of reference data received, etc.), it is not sensible to say
the sample was 34; on the other hand, it is implausible to assume that each transfer was as
independent as if 1,000 different senders had been used. As a reasonable compromise,
when calculating confidence limits a notional figure of 500 independent transfers was used
to establish the table of confidence limits below (which would be applicable to questions
such as whether shortfalls or deductions occurred).

Figure 2.4.2: Confidence Limits for Transfer Exercise Sample

Results Confidence limits at Confidence limits at
95.4% probability 99.7% probability
Lower Upper Lower Upper
1.0% 0.1% 1.9% 0.0% 2.3%
5.0% 3.1% 6.9% 2.1% 7.9%
10.0% 7.3% 12.7% 6.0% 14.0%
20.0% 16.4% 23.6% 14.6% 25.4%
30.0% 25.9% 34.1% 23.9% 36.1%
40.0% 35.6% 44.4% 33.4% 46.6%
50.0% 45.5% 54.5% 43.3% 56.7%
60.0% 55.6% 64.4% 53.4% 66.6%
70.0% 65.9% 74.1% 63.9% 76.1%
80.0% 76.4% 83.6% 74.6% 85.4%
90.0% 87.3% 92.7% 86.0% 94.0%
95.0% 93.1% 96.9% 2.1% 97.9%
99.0% 98.1% 99.9% 91.7% 100.0%

For aspects such as cost and time, summary and dispersion measures are provided,
including the mean, maximum, minimum, median, mode and standard deviation.

When the phrase “EU Average” is used in the transfer exercise, this represents the average
of all transfers or of all senders (i.e. effectively large countries are weighted twice as
heavily as small countries). In the market research all countries were weighted equally to
obtain the average and the whole sample was used to obtain the median, mode and standard
deviation.
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3. TRANSFER EXERCISE RESULTS

Transfers were sent from every member country to every other member country. In the
main transfer exercise there were 34 senders in total - four in each of the larger countries
and two in each of the smaller countries. Receivers also numbered 34.

Each account was a local currency account except for those in Greece, which were foreign
currency accounts held in sterling - thus transfers from UK to Greece and vice-versa did
not involve currency conversion. Similarly the currencies of Luxembourg and Belgium are
at parity with each other.

3.1 Number of Transfers and Success Rate

In total 1,048 transfers in the main exercise were sent at the end of April. By the middle of
July, 1,044 (99.6%) had successfully arrived. Of the four which failed to arrive, one was
from Belgium to France which was returned to the sender after two attempts were made to
deliver it, and the other three were still missing at the time of writing (mid-August). All
three missing transfers are linked to a bank in Luxembourg, two transfers from banks in
Greece and Portugal to Luxembourg, and one transfer from Luxembourg to the UK. In
each case the sender bank is following up to check what has happened.

A summary of all the transfers sent and received is contained in figure 3.1.1 below.

Figure 3.1.1: Numbers of Transfers Sent and Received (Main Exercise)

Country Transfers Transfers Transfers that Missing
sent expected had arrived transfers
Belgium ' 64 64 64 0
Denmark 64 64 64 0
France 120 120 119* 0
Germany 120 120 120 0
Greece 64 64 64 0
Ireland 64 64 64 0
Italy 120 120 120 0
Luxembourg 64 64 62 2
Netherlands 64 64 64 0
Portugal 64 64 64 0
Spain_ 120 120 120 0
UK 120 120 119 1
Total 1,048 1,048 1,044 3

* one transfer from Belgium to France was returned to the sender and is therefore not missing

One of the transfers from the UK to Greece arrived as a local currency (not sterling)
cheque which could not be paid into the foreign currency account. It has not therefore been
included in the analysis of time.
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This was not the only case of a cheque being sent (despite a specific request for an account
to account transfer) although in all other cases the cheque was in the same currency as the
receiver’s account, so the cheque could be paid into the account. One of the banks in
Luxembourg sent cheques to France and the UK for example, and as well as the local
currency cheque, another of the transfers to Greece arrived as a cheque. Under these
circumstances the data has been included for analysis, in terms of the date the funds were
available.

In the control exercise, each of 12 senders (one in each member state) sent one transfer to
each other member country, 132 transfers were sent in mid-May. All had arrived by the
time of writing of the report.

Figure 3.1.2: Numbers of Transfers Sent and Received (Control Sample)

Country Transfers Transfers Transfers that Missing
sent expected had arrived transfers
Belgium 11 11 11 0
Denmark 11 11 11 0
France 11 11 11 0
Germany 11 11 11 0
Greece 11 11 11 0
Ireland 11 11 11 0
Italy 11 11 11 0
Luxembourg 11 11 11 0
Netherlands 11 11 11 0
Portugal 11 11 11 0
Spain 11 11 11 0
UK 11 11 11 0
Total 132 132 132 0

3.2 Time for Transfers

The time a transfer takes to arrive can be measured in several ways. That which seems
most appropriate and corresponds to common sense is the time from the date the sender
asks the transfer to be sent to the date the money is available to be spent by the beneficiary.
This is called total time in the report.

The second measure used in this report is the time from the date the sender’s account was
debited to the time the transfer was value dated to the beneficiary's account. This is called
value time. This measure represents the time during which the funds being sent are out of
the hands of the customers and in the hands of the banks.

From the customer's point of view, the fotal time is the more meaningful measure,
representing the time from when instructions are given to when the money is credited to the
beneficiary's account and can be used. It was calculated as the time in working days
between the date the transfer was authorised to be sent and the day when the transfer was
value dated to the receiver's account. Corrections were made for bank holidays as
described in the section on methodology (see section 3.2).
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This measure is more complicated to interpret than might appear at first sight because of
different banking practices in different countries. For example in the Netherlands, debits
are generally value dated one day before and credits are value dated one day after the
transaction date; in the UK transfers from abroad are usually value dated the day they are
entered on the account (in contrast to domestic cheques which are generally value dated
three or four days after being paid in). However, using the rules adopted provides a
straightforward and meaningful picture across the range of countries.

Transfers took on average 4.79 days in total time and 2.86 days in value time. The most
frequently occurring time (the mode) was 3 days in both cases; the median time (the time
for the middle transfer to arrive when all transfers are arranged in ascending sequence) was
4 days for the total time and 3 days for the value time.

Several banks (for nearly 9% of transactions) value dated incoming transfers earlier than
the date they were entered onto the statement; this was particularly true where transfers
took a long time to arrive. This value date was often based on the date of authorisation for
sending the transfer. Thus, if the sender bank delayed in debiting the sender account, this
method of calculation could lead to a negative number. This explains the negative time of
-5 in the table below. To this degree, the fotal time (as calculated) underestimates the actual
time it takes for money to arrive, because the funds had not arrived by the value date and
were therefore not actually available.

Figure 3.2.1: Measures of Time for Transfers to Arrive (in working days*)

Measures Total time Value time
Average 4.79 2.86
Mode 3 3
Median 4 3
Minimum 0 -5
Maximum 21 21
Standard Deviation 3.14 2.07

* Working days were taken as Monday to Friday. In some countries banks operate on Saturday, for at least
part of the day. However to provide a uniform definition, it was assumed that there were five working days
in a week in all countries.

For the remainder of this section the report discusses the results for total time. (equivalent
analysis for value time is given in Annex A).

There was a range of total time from zero days (i.e. the transfer was authorised and value
dated on the same day) to 21 days as shown in Figure 3.2.2. However both were infrequent
occurrences. Nearly 75% of transfers arrived within a week (5 working days), and 95%
within two weeks.
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Figure 3.2.2: Total Transfer Time (from authorisation to value date)
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Figure 3.2.3: Total Time for Transfers to Arrive: Detailed Frequency (in working days)
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870 10 11 14 15 16 17 18 19 20 21

Number of Days Frequency % Cumulative %
0 8 0.8% 0.8%
1 21 2.0% 2.8%
2 101 9.7% 12.5%
3 283 21.1% 39.6%
4 200 19.2% 58.8%
5 168 16.1% 74.9%
6 101 9.7% 84.6%
7 56 5.4% 89.9%
8 22 2.1% 92.0%
9 13 1.2% 93.3%
10 20 1.9% 95.2%
11 6 0.6% 95.8%
12 2 0.2% 96.0%
13 3 0.3% 96.3%
14 1 0.1% 96.4%
15 3 0.3% 96.6%
16 8 0.8% 97.4%
17 12 1.2% 98.6%
18 13 1.2% 99.8%
19 0 0.0% 99.8%
20 0 0.0% 99.8%
21 2 0.2% 100.0%
1,043
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Figure 3.2.4: Total Time for Transfers to Arrive: Frequency (in working days)

Number of days Frequency Proportion Cumulative

' Proportion
0 8 0.8% 0.8%
1-5 773 74.1% 74.9%
6-10 212 20.3% 95.2%
11-15 15 1.4% 96.6%
16-20 33 3.2% 99.8%
21+ 2 0.2% 100.0%
Total 1,043 100.0%

3.2.1 Transfer Times by Country

Each country has two perspectives from which it can view the time international transfers
take to arrive:

« how long it takes for outgoing transfers to arrive: the sender perspective;
» how long it takes for incoming transfers to arrive: the receiver perspective.

By contrasting the two perspectives it should be possible to see whether one country is
particularly effective at expediting transfers (a low sender time) or another country causes
transfers coming into it to be slowed down (a high receiver time).

Figures 3.2.5 and 3.2.6 overleaf show the results from the sender and receiver
perspectives. The United Kingdom was fastest, both in terms of the speed of arrival of the
transfers it sent and those it received, with an average of 3.0 days and 4.1 days
respectively.

In terms of receiving transfers Ireland ranked second (4.2 days), but on transfers sent it
ranked only eleventh (7.0 days). The Netherlands was the third fastest for receiving
transfers, an average 4.3 days which was the same it took on average for transfers sent
from that country. The slowest countries in terms of receiving transfers were Portugal (7.8
days), Luxembourg (5.5 days) and Spain (5.0 days).

For sending transfers Belgium was the second fastest, after the UK, with an average of 3.9
days; Denmark and Greece, with 4.0, and 4.1 days respectively, were the next fastest. The
slowest countries for sending transfers were Italy (8.2 days), Ireland (7.0 days) and
Portugal (5.1 days).

Combining the two times by averaging the rankings put the United Kingdom fastest
overall, followed by Greece, Denmark and the Netherlands; slowest were Portugal, Italy
and Luxembourg.

An alternative method of combining the sender and receiver results is to add the sender and
receiver times. This makes only a slight difference to the rankings; the UK remains at the
top, but Ireland drops from 6th equal to 10th. At the bottom, Italy and Portugal exchange
places, so that Italy goes last.
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Figures 3.2.7 and 3.2.8 show the minimum, average and maximum (in terms of total time)
for sending and receiving transfers from each country. There was significantly more
variation in the average sender times between countries, than between the times for receiver
countries.

Figure 3.2.5: Total Time by Sender Country
(minimum, maximum and average ranking in brackets)

Country Total by Sender
Minimum Averagg Maximum

Belgium 0 390 (2 21
Denmark 0 395 (3) 7
France 1 469 (9 17
Germany 1 424 (6) 13
Greece 0 405 @ 15
Ireland | 6.95 (11 16
Ttaly 1 8.22 (12) 21
Luxembourg 1 459 (8) 17
Netherlands 0 4271 (7 17
Portugal 1 5.10 (10) 9
Spain 1 420 (5 10
UK 0 298 (1 6

Figure 3.2.6: Total Time by Receiver Country
(minimum, maximum and average ranking in brackets)

Country Total by Receiver
Minimum Avera1gte Maximum

Belgium 1 475 (8) 18
Denmark 1 452 (6) 16
France 0 434 & 17
Germany 0 469 (0 18
Greece 0 441 (5 16
Ireland 1 417 (2) 18
Italy 2 491 (9 13
Luxembourg 2 5.47 (11) 18
Netherlands 2 431 (3) 16
Portugal 3 7.71 (12) 21
Spain 1 4.96 (10) 18
UK 0 408 (1) 18
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Figure 3.2.7: Total Time by Sender Country (from authorisation to value date)
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Figure 3.2.8: Total Time by Receiver Country (from authorisation to value date)
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3.3 Cost of Transfers

The cost of a transfer contained four elements:

« the explicit sender charges;

« an implicit foreign exchange cost;

« any costs charged to the receiver;

o the loss of use of money while the funds were in transit.

This section first discusses the total cost of transfers; then the elements are considered
individually: first the explicit sender charges, then the implicit foreign exchange costs and
finally the shortfalls and charges to receivers.

The loss of use of money (the customer “float” loss with the equivalent bank “float” gain)
represented a small cost in transfers of 100 ECU - 0.05% or 0.05 ECU on average (given
an average value time of 2.9 days (see section 3.2) and assuming an interest rate of 6%).
Given that this was a tiny proportion of total costs for all transfers in the exercise, this
element of cost is not included in the remainder of this section.

3.3.1Total Tr.

Although the explicit sender charges accounted for most of the costs of the transfers, there
were also other costs, in particular charges to receivers, unexplained shortfalls in the
amounts received and implicit foreign exchange costs. The total of all these elements
resulted in a total cost for a transfer of 25.4 ECU on average. 88% of this was made up of
the explicit sender fees, 10% was shortfall or charges to the receiver and close to 2% was
due to the implicit foreign exchange margin. Thus total charges were about one seventh
higher than simply explicit sender charges.

Figure 3.3.1: Total Transfer Costs
(elements of total costs)

FX loss (1.65%)
Receiver fees/shortfall (10.20%) .

A

Sender charges (88.15%)
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Transfers from France were the most expensive, an average of 33 ECU, with transfers
from the UK and Greece following closely. Transfers from Germany, Portugal and Ireland
cost about 27 ECU. Four countries were in the range between 20 ECU and 23 ECU while
transfers from Luxembourg and the Netherlands proved cheapest at 15 ECU and 19 ECU
respectively.

Not only did sender charges account for most of the total cost, they also accounted for most
of the variation between countries. The difference between the pattern of sender charges
and the pattern of total charges was slight, apart from transfers from Greece, Spain and
Ireland which became significantly more expensive once receiver fees/shortfalls and foreign
exchange losses were included.

Figure 3.3.2: Total Transfer Costs by Type of Cost and Sender Country

(average cost in ECU)
35
wl @ .

Be ' Da ' Fr  De Bl  Ir ' It ' Lu ' NI ' Po @ Bs ' UK @ Avg

I Sender charges 70 Receiver fees/shortfall ) FX loss
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Figure 3.3.3: Total Transfer Costs by Type of Cost and Sender Country
(average cost in ECU, rankings in brackets*)

Country Explicit sender Receiver Sender charges Total transfer
charges deductions (foreign exchange charges
margin)

Belgium 2162 (7) 0.67 (2 0.78 (10) 23.06 (6)
Denmark 20.11 (5 069 (3 039 (8 21.19 (14)
France 30.33 (11 2.56 (9 0.12 (2 33.01 (12)
Germany 2520 (9) 0.75 @) 021 (6 26.16 (7)
Greece 20.41 (6) 8.37 (12) 401 (12) 32.78 (10)
Ireland 2242 (8) 4.59 (11) 0.12 (2 27.13 (9
Italy 1891 () 1.87 (6) 0.10 (D 20.88 (3)
Luxembourg 13.05 (1) 202 (8 0.67 (9 1575 (1)
Netherlands 17.53 (3) 1.01 (6) 030 @ 18.84 (2)
Portugal 26.18 (10) 043 (1) 013 @ 26.75 (8)
Spain 1520 (2) 6.69 (10) 0.15 (5 22.04 (5
United Kingdom 30.57 (12) 1.27 (D 1.14 (11 32.99 (11)
EU Average 22.39 2.59 0.42 25.41

* 1 is cheapest

, 12 most expensive
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3.3.2 Sender Charges

The sender fees were often divided into different elements (commission, transaction and
other types of fees). However, while there was some consistency in the structure of charges
within countries, there was little between countries. These differences seemed to be
attributable to a variety of factors such as historical practices and taxation rules. These
aspects are discussed more fully in the corresponding section of the market research
because that exercise considered a far larger number of examples.

Sender charges ranged from zero to 77 ECU. The zero fee (two instances) and other lowest
charges were for transfers between Luxembourg and Belgium (all below S ECUY; the most
expensive were from a bank in Portugal which charged 77 ECU for a transfer to Greece,
and two transfers from France to Spain which were also charged over 70 ECU. The
average explicit sender charge was ECU 22.39, the median was just below this at ECU
21.78 and the mode (in 1 ECU bands) was at 24 ECU with peaks in the distribution also at
13 ECU and 16 ECU.

Figure 3.3.4: Measures of Explicit Sender Fees

Measure ECU per transfer
Average 22.39
Mode 24.00
Median 21.78
Minimum 0.00
Maximum 77.32
Standard Deviation 9.43

About a fifth of all explicit sender fees were between 10 and 15 ECU, 40% were between
15 and 25 ECU; over 28% between 25 ECU and 35 ECU. Nearly one transfer in twelve
cost more than 35 ECU in explicit sender charges.
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Figure 3.3.5: Explicit Sender Fees by Proportion in Value Ranges (in ECU)

up to 10 ecu (4.01 %)

\ (045 0m 00825

35+ ecu (7.16%)

30-35 ecu (12.79%)

25-30 ecu (15.65%)

15-20 ecu (15.36%)

20-25 ecu (24.71%)

Figure 3.3.6: Explicit Sender Fees: Frequency Distribution

Sender charge Frequency Proportion Cumulative
(ECU) Proportion
5 7 0.67% 0.67%
10 35 3.34% 4.01%
15 213 20.32% 24.33%
20 161 15.36% 39.69%
25 259 24.71% 64.41%
30 164 15.65% 80.06%
35 134 12.79% 92.84%
40 39 3.72% 96.56%
45 21 2.00% 98.57%
50 3 0.29% 98.85%
55 4 0.38% 99.24%
60 1 0.10% 99.33%
65 0 0.00% 99.33%
70 4 0.38% 99.71%
75 2 0.19% 99.90%
80 1 0.10% 100.00%
Total 1,048 100.00%
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Figure 3.3.7: Explicit Sender Fees by Value Range
(proportion of transfers in each 5 ECU value range)
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3.3.2.1 SENDER CHARGES BY COUNTRY

There were large variations between countries in the level of sender fees. Charges in the
UK and France were higher than those in other countries, averaging above 30 ECU;
Germany and Portugal were above 25 ECU; while Belgium, Denmark, Greece and Ireland
averaged about 20 ECU. Other countries were cheaper, with Luxembourg cheapest,
averaging explicit sender charges of 13 ECU.

Figure 3.3.8: Average Explicit Sender Fees by Country
(cost per transfer in ECU and local currency)

Country Sender cost Sender cost Country
(in ECU) (in local currency) ranking*
Belgium 21.62 BEF 859.70 7
Denmark 20.11 DKK 152.50 5
France 30.33 FRF 201.10 11
Germany 25.20 DEM  48.64 9
Greece 20.41 GRD 5,872 6
Ireland 22.42 IEP 17.75 8
Italy 18.91 ITL 34,964 4
Luxembourg 13.05 BEF 518.90 1
Netherlands 17.53 NEG  38.05 3
Portugal 26.18 PTE 5,186 10
Spain 15.20 ESB 2,392 2
United Kingdom 30.57 GBP  23.56 12
EU Average 22.39

* 1 is cheapest, 12 most expensive
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Most individual senders were charged the same amount, at least initially, for transfers to
different countries apart from some banks which added to the initial fixed fee different
amounts to cover differing beneficiary charges for different destinations. In a few cases the
cost was particularly low reflecting local pairings for which transfers were especially cheap
(e.g. Belgium/Luxembourg and UK/Ireland).

Extra fees sometimes did arise subsequently as the beneficiary charges were passed back on
the sender. This occurred for 14% of transfers. These subsequent charges arrived up to two
months later (and some banks warned that such charges might be levied up to three months
after the transfer) and varied considerably in amount. In some cases this subsequent fee was
substantial, half being over 10 ECU and the maximum being 43 ECU (for a transfer from
France to Spain).

On the other hand, some banks never put through any subsequent charges (presumably
covering beneficiary charges in their initial fees); others said they would make additional
charges only if the beneficiary bank charges were higher than allowed for, while other
banks put through numerous subsequent charges.

Apart from the particular pairings mentioned previously, the destination country had
relatively little effect on the cost of transfers from an individual bank. This is clearly
demonstrated by the analysis by receiving country of sender fees (Figure 3.3.9). All
countries are within a close band of 20 to 25 ECU, reflecting the averaging effect of
combining a “basket” of transfers from all other member countries.

This shows that almost all the differences in charging levels are attributable to differences
in the sender country. Nevertheless Greece and Spain were, on average, slightly more
expensive destinations while the UK, Ireland, Luxembourg and Belgium were slightly
cheaper.
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Figure 3.3.9: Explicit Sender Fees by Receiver Country
(in ECU)
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.3.3 Implicit Foreign Exchange Margins

Senders asked their banks to send money in the beneficiary's currency. Therefore, as well

as any explicit foreign exchange charges, there was an implicit foreign exchange cost to the

sender unless the bank charged no margin and gave a “perfect” exchange rate (a “perfect”

exchange rate, with no loss to the customer, would be if the customer could change local

currency into foreign currency and then change it back again without losing any money).

In practice, banks generally charged a margin on top of the margin contained in the foreign

exchange markets. The question therefore was, how fine was the margin given by the bank

to the sender, especially bearing in mind that many banks had already charged explicitly for

the foreign exchange aspect of the transaction.

Assessing this margin requires knowledge of the foreign exchange market rates on the

relevant day. Customers do not generally have this knowledge and banks were almost

universally vague when specifying the exact basis of the rate they used — “our normal

foreign exchange rate” was the most usual reply.

The exercise evaluated how fine the rate actually was using the approach and the foreign
exchange rates described in Section 2.3, The results are based on those transactions for

which it was possible and appropriate to calculate the figure — for example transfers from

Greece to UK, Belgium to Luxembourg, or vice-versa, were not included since no foreign

exchange rates were involved.
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The analysis showed that while 88% of transfers incurred an implicit foreign exchange
loss, 12% gained. The average implicit exchange rate loss was 0.42%, with most losses
between 0.1% and 0.3%. The maximum loss was nearly 5% and the maximum gain 2.5%.
When customers gained compared to market rates this was presumably because the market
had moved in their favour compared to the rates which the banks were using for these
modest amounts. However this gain was mostly small; nearly one third of gainers benefited
by 0.1% or less, and more than two thirds by 0.2% or less.

Figure 3.3.10: Measures of Implicit Foreign Exchange Margins

Measure Sender's implicit
percentage foreign
exchange
1glain (+)/loss (-)
Average —0.42%
Mode -0.29%
Median -0.24%
Maximum Loss -4.78%
Maximum Gain +2.50%
Standard Deviation 0.68 %

Figure 3.3.11: Implicit Foreign Exchange Margins
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Figure 3.3.12: Implicit Foreign Exchange Margins

Margin Frequency Proportion Cumulative

Proportion
-4.5% or more loss 5 0.61% 0.61%
-4.0% 0 0.00% 0.61%
-3.5% 10 1.21% 1.82%
-3.0% 0 0.00% 1.82%
2.5% 4 0.49% 2.31%
2.0% 6 0.73% 3.03%
-1.5% 17 : 2.06% 5.10%
-1.0% 48 5.83% 10.92%
-0.5% 109 13.23% 24.15%
0.0% 526 63.83% 87.99%
0.5% 95 11.53% 99.51%
1.0% 0 0.00% 99.51%
1.5% 2 0.24% 99.76 %
2.0% 0 0.00% 99.76 %
2.5% or more gain 2 0.24% 100.00%
Total 824 100.00%

Note: zero (0) range in the above figure covers more than —0.5% and less or equal to zero 0%

Although on average senders in all countries made a loss on implicit foreign exchange
charges, there were country differences. The loss was by far the highest in Greece where it
averaged just over 4%. The UK (1.14%), Belgium (0.78%), and Luxembourg (0.67%)
were the only other countries with an average loss greater than 0.5%. Italy (0.10%),
Ireland (0.12%) and France (0.12%) averaged the smallest losses. Bearing in mind that the
equivalent margin between buy and sell rates in the money market is 0.05%, it can be seen
that some banks offered extremely fine rates.

Figure 3.3.13: Implicit Foreign Exchange Loss by Sender Country
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Figure 3.3.14: Implicit Foreign Exchange Loss by Sender Country

Country Foreign exchange

margin by sender
 country
Belgium -0.78%
Denmark 0.39%
France -0.12%
Germany -0.21%
Greece -4.01%
Ireland -0.12%
Italy -0.10%
Luxembourg -0.67%
Netherlands -0.30%
Portugal -0.13%
Spain 0.15%
United Kingdom -1.14%
EU Average 0.42%

3.3.4 Double Charging and Deductions

The instructions given by the senders were that they were to pay all the transfer costs and
that the receiver should be credited with the full amount sent.

In practice, there was sometimes a shortfall between the amount expected to arrive and the
amount that was actually credited, due to deductions occurring at some stage before the
beneficiary was credited. “Deductions” are thus defined as any deduction made by a bank
other than a sender bank, despite the instruction by the sender of a payment that he should
bear all the charges associated with the payment, in order for the beneficiary to receive the
full amount sent.

It is not possible on the basis of an exercise such as this to pin blame for the deductions on
a particular party because the researchers are in the position of ordinary bank customers
and do not have means of finding exactly where the errors occurred. Nevertheless the study
provided patterns of results which pointed towards explanations which are discussed later in
this section.

Certainly it cannot be assumed that it must have been the sending or the receiving bank that
was to blame. It could be that neither was at fault and that a third party, such as a
correspondent bank, acting against instructions, deducted money as its fees when handling
the transfer.

3.3.4.1 FREQUENCY OF RECEIVER DEDUCTIONS

Over one third of transfers (36%) showed deductions compared to the amount expected to
be credited. In 29% of cases the receiving bank explicitly stated that it had deducted a fee,
in 3% of cases a correspondent fee was explicitly identified and stated by the receiving
bank, and in 6% of cases there was a shortfall which was not explained by the explicit,
identified deduction of fees. (These three percentage figures add up to more than 36%
because in some cases there were both receiver charges and an unexplained deduction).
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The maximum deduction was 45 ECU, for a transfer from Spain to Greece, nearly half the
amount being transferred. This amount came on top of explicit sender charges of 13 ECU,
giving a total cost of 58 ECU for sending and receiving that specific transfer. For those
transfers where deductions occurred these deductions averaged 7.26 ECU, with a median of
5.54 ECU and a mode of 2 ECU (with another peak at 6 ECU). Averaged over all transfers
rthat arrived, the deduction was 2.60 ECU.

Figure 3.3.15: Frequency of Deductions
(proportion of all transfers)

5-10 ecu (10.34%)

10-15 ecu (5.56 %)

15-20 ecu (1.34 %)
more than 20 ecu (2.59%)

No deductions (64.18 %)
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proportion
16.00%
26.34%
31.90%
33.24%
34.77%
35.25%
35.54%
35.73%
35.82%

100.00%

Cumulative

16.00 %
10.34%
5.56%
1.34%
1.53%
0.48%
0.29%
0.19%
0.10%
64.18%
100.00%

Proportion

167
108
58

14

16
670
1,044

(proportion of all transfers that arrived)
Frequency

Figure 3.3.17: Level of Deductions in 1 ECU Ranges
(proportion of all transfers that had deductions)

Figure 3.3.16: Deductions: Detailed Frequency in 5 ECU Ranges
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Thus although in most cases the deduction was far less than the sender charges, often it still

was a significant amount and in a some cases was more than the sender fee.

e in 19% of cases this was between 10 and 20 ECU; and

e in 29% of cases this was between 5 and 10 ECU;
¢ in 7% of cases this was above 20 ECU.

e in 45% of cases this was less than 5 ECU;

Of those incurring a deduction:

+ +— T LI T
53 % ® R %
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12% 4 --
10% -
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How and why did these deductions occur? The reasons were not clearcut, and no single

cause was evident.



The pattern of deductions was complex. The results again showed that:

deductions occurred for transfers originating in all member states;

deductions occurred for transfers received in all member states;

no sender country had all its transfers arriving with a shortfall or deductions;
no receiver country saw a shortfall or imposed a fee on all transfers it received.

Thus since every country showed deductions sometimes but not always, deductions could
not be attributed to banking practices confined to one or more particular countries.

Were the deductions therefore due to failures by individual banks? In contrast to the similar
study of 1993, there did appear to be a far clearer pattern in respect of individual senders.

 Nine senders had three quarters or more of their transfers arriving reduced by a receiver
fee or other deductions - four sender banks in Spain, two sender banks in Greece (i.e. all
of the sender banks in these countries) and one each from France, Ireland and Italy. The
French sender gave his bank written and verbal instructions that he wished to pay all
charges and was never given any indication that this instruction would not be followed; a
similar situation applied to one of the Spanish senders. In the other cases the senders
gave their bank the instruction verbally, and stressed the point asking whether the bank
was sure that the receiver would bear no charges - this assurance was given in all cases,
but with varying degrees of confidence.3

» Four receiving banks levied a standard fee on every transfer they received - three banks
in Italy and one in Spain (the fourth receiver bank in Italy did not make any such
universal charge). The amounts charged were ECU 0.15, ECU 1.08, ECU 5.41 and
ECU 1.59 respectively. In addition to these amounts the Italian banks levied extra fees or
there were shortfalls in some cases. '

e Out of the whole sample of receiving banks, only one (in Belgium) credited the full
amount from every sender.

3 One Greek bank and one Spanish bank explained at the outset that they could not guarantee that there would
be no receiver fee - the Greek bank suggested including extra money in the transfer to cover this
contingency. The Spanish bank explained that their systems were being updated and currently it could not
carry the relevant instruction. In all other cases the sender was assured that the full amount would be
credited.
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Figure 3.3.18: Analysis of Deductions

Number | Proportion | Deductions No
arrived arrived shortfall
Apparent incorrect sender bank instructions - 222 21.26% 222
fee/shortfall
Standard receiver fee 78 7.47% 78
Standard receiver fee plus unexplained 13 1.25% 13
receiver fee/shortfall
Unexplained shortfall/double charge 61 5.84% 61
No shortfall 670 64.17% 670
Total 1,044 100.00 % 374 670
Proportion 35.8% 64.2%

In summary, it seems likely that incorrect sender bank instructions accounted for more than
half of the transfers with deductions, 21% of the 36% with deductions (a further 5% of
transfers from these sender banks were credited to the receiver in full without deductions).

Considering the remaining transfers, receiving banks which levied a standard fee on all
incoming foreign payments accounted for a further 9% of the transfers sent — of these 1%
had additional deductions beyond the standard fee.

This left 6% of the total number of transfers received which incurred a deduction which
could be explained neither by the action of the sender bank giving the wrong instruction
nor by the receiver bank imposing a standard fee, together with a further 1% (mentioned
above) of transfers which incurred an unexplained deduction in addition to a standard
receiver fee.

The unexplainable deductions averaged 7.39 ECU. While 80% of them were for 10 ECU
or less, 9% were between 20 ECU and 30 ECU, and 1% (one case) was above 30 ECU.
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Thus an analysis of the causes of deductions suggests that:

e 59% (222 out of the 374) of these were probably caused by incorrect instructions from
the sender bank;

e 21% (78 out of 374) were due to receiver banks levying a standard explicit charge on the
receiver, regardless of the sender bank instructions. A further 3% (13 out of 374) also
carried a standard unexplained deduction and these are included in the following category
since they also had an unexplained deduction;

e 20% (74 (i.e. 13+61) out of 374) were caused by neither of the above causes and were
unexplained deductions, possibly due to money being deducted by correspondent banks
or because there was a failure somewhere to pass on the instruction that the sender was to
bear all charges.

3.3.4.2 DEDUCTIONS ANALYSED BY RECEIVER COUNTRY

Deductions were particularly frequent for transfers received in Italy. They occurred above
average in Spain, Portugal, Luxembourg and the Netherlands. They were relatively
infrequent in Belgium, the UK, Greece and Ireland.

Figure 3.3.19: Frequency of Deductions by Receiver Country
(proportion of transfers received that incurred deductions)
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Of those transfers with deductions the level averaged lowest in Spain (at 3 ECU) and well
below average in Luxembourg, Denmark and Belgium (averaging between 3 and 5 ECU).
The highest deductions were in Greece, averaging 21 ECU, followed by France at 14
ECU.

Figure 3.3.20: Level of Deductions by Receiver Country
(average for all transfers with a deduction, in ECU)
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3.3.4.3 DEDUCTIONS ANALYSED BY SENDER COUNTRY
Transfers from Greece and Spain most frequently suffered deductions - more than three

quarters of their transfers incurred a deduction. For all other countries about 20% of their
transfers incurred deductions, except for Ireland (over 50%) and for France (35%).
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Figure 3.3.21; Frequency of Deductions by Sender Country
(proportion of transfers sent that incurred deductions)
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Figure 3.3.22: Level of Deductions by Sender Country
(average for all transfers with a deduction, in ECU)

1 [
! ] i

.

I 1 1

r  E

T

“ %/////////////%m

The highest deductions were found in transfers from Greece and Luxembourg, both
10

averaging over 9 ECU. The lowest average deductions were found in transfers sent from

Denmark, Belgium and Portugal, at about 3 ECU.
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3.4 Availability of Information to Senders

Senders were instructed to enquire about the availability of written information. This was
quite independent of the market research exercise on transparency, the findings of which
are described in Chapter Four.

3.4.1 Availability of Brochures

One third of senders were given brochures, or other types of printed information to take
away. In several countries, Denmark, Greece, Spain, Italy, and Portugal, brochures were
not available to senders, despite requests.

Staff generally gave verbal explanations, either instead of or to supplement the brochure
information.

Figure 3.4.1: Availability of Brochures to Senders

Country Number of Brochure Brochure
Senders available available
(Erogortion)
Belgium 2 1 50%
Denmark 2 0 0%
France 4 1 25%
Germany 4 3 75%
Greece 2 0 0%
Ireland 2 1 50%
Italy 4 0 0%
Luxembourg 2 1 50%
Netherlands 2 1 50%
Portugal 2 0 0%
Spain 4 0 0%
UK 4 3 75%
Total 34 11 32%
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The majority of senders (79%) received only verbal information on transfer options.

Brochures were provided in 15% of cases and handwritten information (sometimes copied
from a brochure or bank manual) was given in 6% of cases.

Figure 3.4.2: Availability of Information to Senders on Transfer Options




3.4.2.2 AVAILABILITY OF INFORMATION ON TRANSFER COSTS

Senders received printed information on costs, either in the form of a brochure or a
photocopy in 26% of visits. Additionally, handwritten material was provided on a further
15% of occasions.

Where no written information was available, verbal quotes were given, amounting to just
over half of the visits.

In two cases (6%), no quotes were given at all. One of the banks explained that the total
costs depend on the destination country, and the other explained that a written request
would have to be made.

Figure 3.4.3: Availability of Information to Senders on Transfer Costs

Nothing (5.88%)

Brochure (17.65%)

Photocopy (8.82%)

Verbal (52.
Handwritten (14.71%) erbal (52.94%)
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3.4.2.3 AVAILABILITY OF INFORMATION ON TRANSFER TIMES

Printed information about transfer times was provided in 15% of occasions (either in a
brochure or a photocopy of relevant information). Handwritten information was given out
in 3% of cases.

Senders received verbal information about times in 77% of cases.

No information about the length of time a transfer takes was given in two cases. One bank
in Luxembourg referred the sender to the brochure provided, but this did not mention the
time transfers take. Another bank, in Portugal advised the sender that making a transfer
was the fastest way of sending money abroad, but did not give specific times.

Figure 3.4.4: Availability of Information to Senders on Transfer Times

Brochure (11.76%) Nothing (5.88%)

Photocopy (2.94%)
Handwritten (2.94%)
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3.5 Quality of Information
3.5.1 Quality of Brochures

The brochures and printed material were evaluated as in the market research exercise,
according to scores that ranged from excellent (5), good (4), adequate (3) poor (2) to
useless (1). Three aspects were evaluated:

« information given about transfer options;
« information given about transfer costs;
o information given about the time transfers take.

The same guidelines were used as in the market research exercise which covered a far
larger selection of branches. (See Section 4.4 Quality of Brochures).

The overall average for brochure quality was 3.7, almost reaching the 'good' category. The
brochures detailing the time transfers take scored the highest, with a 'good' rating (4.2).
Costs fared the poorest, but still achieved above an 'adequate’ rating.

However, the number of brochures analysed was very small, given that there were only 34
senders, and of these less than one third received a brochure.

Figure 3.5.1: Bank Brochure Quality Ratings

Aspect Average score
Options 3.6
Cost 3.3
Time 4.2
EU Average 3.7

3.5.2 Competence and Helpfulness of Staff

Senders were asked to evaluate the competence of bank branch staff by rating their
helpfulness and knowledgeability. Ratings ranged from excellent (5), good (4), adequate
(3), poor (2) to useless (1). Four aspects were evaluated:

« information given about transfer options;

« information given about transfer costs;

« information given about the time transfers take;
« general helpfulness.

The results reflect the subjective views of senders and should therefore be regarded as
indicative rather than absolute.

The mean scores were similar for all aspects. Helpfulness scored highest, rated midway
between 'adequate’ and 'good'. Information about costs and time both scored just above
'adequate’ (3.2), and information about options was ranked lowest, scoring 'adequate’ (3).
The overall average was 3.2, just above 'adequate’.
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Figure 3.5.2: Bank Branch Staff Competence Ratings

Aspect Avera_gre score
Options 3.0
Cost 3.2
Time 3.2
Helpfulness 3.5
EU Average 3.2

Only one bank scored consistently 'excellent’ on all four aspects of information that was to
be provided. No bank scored 'useless' on all aspects of information provision. The vast
majority of branches were in the range of either 'good' (29%) or 'adequate’ (56%).

As was found in the market research exercise, the quality of information provided appeared

to depend on staff in the individual branches, rather than the type, size or location of the
bank.

Figure 3.5.3: Staff Overall Rating
(assessed by senders)
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Rating based on total score for all four elements:

excellent = total score on the four elements of between 18 and 20;
good = total score between 14 and 17,

adequate = total score between 11 and 13;

poor = total score between 7 and 10;

useless = total score between 4 and 6.

Treatment of customers with regard to completing the transfer forms varied. In several
cases senders handed over a list and gave instructions for the bank to send the transfers.
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Other senders were told that they would have to fill in the forms themselves. On two
occasions senders were originally told that the bank would complete the forms, only to be
informed at a later date that this was not possible, owing to the large number of transfers to
be sent. Another sender was charged a total of 121 ECU by the bank for completing the
forms. He had not been informed of this charge when enquiring at the bank originally,
whether the bank would complete the forms. On two occasions when the bank completed
the forms transfers were delayed considerably in leaving the sender account in one case by
almost two weeks and in the other by three weeks.

One sender, in France, after asking the bank branch about how to send transfers, was told
that no transfer forms existed. The sender was instructed to bring in the list and the bank
would send this to the head office. However, a few hours after the sender deposited the
list, the bank telephoned to say that it could not carry out so many transfers. The sender
returned to the bank to try to resolve this, and was kept waiting for several hours, before
the deputy manager was available. He explained that a private account holder was not
entitled to send so many transfers, “It is against the law”. Despite the sender's demand for
an adequate reason, he failed to give any information in writing as to which law the bank
would be breaking, but did say that he would turn a blind eye if personal cheques were sent
instead. His last offer was to accompany the sender to the post office with the cash, and
send international postal orders.

Bank staff sometimes took great care to ensure they were carrying out the sender's
instructions. For example, one bank when questioned by the sender, forgot to mention a 13
ECU charge covering the beneficiary bank fees, levied when the sender elects to pay these
costs. On receiving the transfer instructions, the bank contacted the sender to check
whether the further charges would be acceptable.

Other banks also called to give the senders further information, or to inform them that
there was a problem with one of the transfers and they were having difficulty tracing the
beneficiary.

One bank in Italy treated the transfers as one single transaction and only made one charge
for buying currency, rather than levying a charge on each transfer, which is standard
practice.
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3.6 Quality of Documentation of Transfers

The ability of customers to check the transfers they had sent and received, to see what was
happening and what they were being charged, depended on the quality of documentation
provided by the bank once the transfers had taken place.

3.6.1 Documentation of Sender Charges

The documentation of transfers for senders was generally of high quality. In nine of the
twelve countries, information from all banks involved in the exercise was provided in the
form of a separate advice slip, detailing the transaction.

In 94% of transfers sender banks provided separate slips for each transfer sent. Most of the
slips set out in detail the elements of the charges, the exchange rate used, the amounts
being debited and the payee details. In some cases the slips were copies of the form
completed by the sender with bank information added; in others they were completely new,
machine printed documents.

Slips from no two banks were the same. They differed in how the information was laid out,
in the quantity of non-accounting data, in paper size and quality, and in the degree of
clarity and professionalism in how the information was presented.

One Irish bank failed to provide slips for the amounts debited from the account. The
statement referred to a transaction number, as did the beneficiary charges which were
debited a few days after the initial transfer debit. When the sender wrote to the bank to
request further details, it supplied handwritten details of the exchange rate, the Irish bank
charges, and the beneficiary charges that had been levied. However, the sender was told
that the information was not normally given by the bank.

Figure 3.5.4: Type of Documentation Provided to Senders
(% of transfers sent)

Country Advice slip Information on | No information Total
statement
Belgium 100% 0% 0% 100%
Denmark 100% 0% 0% 100%
France 100% 0% 0% 100%
Germany 100% 0% 0% 100%
Greece 100% 0% 0% 100%
Ireland 50% 0% 50% 100%
Italy 100% 0% 0% 100%
Luxembourg 97% 3% 0% 100%
Netherlands 50% 50% 0% 100%
Portugal 100% 0% 0% 100%
Spain 100% 0% 0% 100%
UK 100% 0% 0% 100%
EU Average 94% 3% 3% 100%
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Information in the slips and statements was analysed and categorised as follows:

analysis of charges, the exchange rate charged, and details of the receiver;
details of charges only;

details of beneficiary only;

no information.

87% of banks provided comprehensive details of the transfers sent, enabling easy
identification for the sender. One bank in Greece provided a breakdown of the charges
applied, but without details of to whom the payments were to be made. Another Greek
bank provided adequate information about whom the transfer was destined for, but did not
provide a cost analysis. One Irish bank initially failed to provide any sender details.

Figure 3.5.5: Quality of Information Provided to Senders

Country Full Details of Details of No Total

breakdown of | charges only | beneficiary information

charges and only

beneficiary
details

Belgium 2% 8% 0% 0% 100%
Denmark 100% 0% 0% 0% 100%
France 100% 0% 0% 0% 100%
Germany 100 % 0% 0% 0% 100%
Greece 0% 50% 50% 0% 100%
Ireland 50% 0% 0% 50% 100%
Ttaly 100 % 0% 0% 0% 100%
Luxembourg 100% 0% 0% 0% 100%
Netherlands 100% 0% 0% 0% 100%
Portugal 100% 0% 0% 0% 100%
Spain 100% 0% 0% 0% 100%
UK 100% 0% 0% 0% 100%
EU Average 87% 7% 3% 3% 100%

Problems arose with a few of the banks that debited receiver costs at a later date. Although
the initial slips sent to the sender detailed full information (and thus scored full marks in
the above table), some banks failed to give an explanation of receiver charges deducted.
Most gave a bank transfer reference number, so that the charges could be assigned to a
particular transfer. However, one bank failed to do so, making it impossible to assign the
charges to a particular transfer. The sender has requested more information from the bank,
but at the time of writing (mid-July) this had not been provided.
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-3.6.2 Documentation for Receiver

As with outgoing transfers, when information was sent to the beneficiary on a separate slip,
there was likely to be a full explanation of the incoming transfer, any charges levied, and
information about the sender. In 83 % of cases there was a reference slip.

Some banks that did not provide a separate slip gave full details of the transfer, including
the reference and the sender's name by way of a statement. In general however statements
were less likely to contain good reference details than were the advice slips.

In 10% of cases there was no information, either as an advice siip or on the statement, to
enable the transfer to be identified.

Figure 3.6.1: Type of Receiver Documentation

Country Advice slip | Information No . Total
on statement | information
Belgium 98% 2% 0% 100%
Denmark 100% 0% 0% 100%
France 571% 18% 25% 100%
Germany 73% 26% 2% 100%
Greece 89% 0% 11% 100%
Ireland 81% 5% 14% 100%
Italy 82% 0% 18% 100%
Luxembourg 52% 48 % 0% 100%
Netherlands 88% 13% 0% 100%
Portugal 73% 0% 27% 100%
Spain 9% 3% 2% 100%
UK 55% 29% 15% 100%
EU Average | -~ 77% 13% 10% 100%

Receivers needed to know from whom they received money and the purpose of the
transfer. With this aim in mind instructions given to sender banks stated that all transfers
sent should contain an eight character, alpha-numeric reference which was to be quoted in
the transfer. Therefore, banks should have provided receivers wi