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Introduction

The purpose of this paper is to provide basic information on the structure of the
Czech banking sector and once having done so, demonstrate main areas of changes
in EU area with respect to the very same financial markets and banking industry. It is
obvious that even Czech financial institutions and banks as a part of the non-EU
state, along with the banks in the EU area and around the world, have been
experiencing new situations, problems and development relating to euro long before
the euro currency was even released in January 1999.

The purpose of this paper is to compare changes in EMU and Czech banking sectors
for the last 5-10 years, trying to determine what portion of the changes can be directly
or indirectly addressed to the euro currency. Subsequently, banking activities are
analyzed and compared in the Czech Republic and in Euro area, with the objective to
reformulate the experience and forecast what the Czech banks will look like after the
EU accession - and later in EMU - takes place.

Part | Learning from the EU area’s history

In this part of the document, we will take a look at the banking sector and markets in
Euro area, trying to determine what the major implications of the euro implementation
were. Having analyzed the historical development and structural changes in the
markets as described below, following conclusions can be made:

1. Markets started to change and absorb euro implications before euro was even
released.

2. Hurdles of cross-border transactions were lowered.

3. Pan-European interbank deposit market and a corporate bond market

emerged.

4. Better risk and return trade-offs for asset managers.

5. In equity market risks pricing, industrial sector specific effects have surpassed
security specific effects in importance.

6. European companies have been able to raise funds in the bond and equity
markets at unprecedented rates, signaling a reduced role for bank loans,
which had been their primary source of funding in the past.

7. Diverging market practices heavily influenced by historical precedent and
legal and taxation frameworks present obstacles to the development of a pan-
European collateral money market. A reluctance to change local practices
and rules combined with unresolved regulatory incompatibilities have been
hampering the creation of a pan-European equity trading platform.

8. Arguably the single most important influence of the euro, and one that is likely
to have a more lasting effect, is its impact on investors and fund raisers
whose attitudes change towards capital market financing.



Part I Macroeconomic influences

Many of the above noted conclusions have been made long before euro currency
was even given a birth. In general, implications of euro currency have always been
quite easy to predict as the ECB wisely supervised the changeover in small and
careful steps. Financial institutions were supplied with a detailed methodology and
step-by-step procedures in every single activity including the currencies trading,
billing and accounting systems. This all was supported by an extensive campaign
that educated the clients of those financial institutions and diminishing the risks of
misunderstandings and flaws to the very minimum.

There are many macroeconomic issues that will clearly affect the economics and
shape of the banking business in Europe in much bigger extend than we can expect
from sort of a technical and formal change of the currency in the payment system.
One of the very important factors that will affect the development of Czech banking
sector after joining EU and development of European banks in general, is change of
the demographic structure of those areas. From the pictures below it is obvious that
major changes in the population and substantial rise of an average age for the
countries will have not only problems with public finance, health care systems and
other. Banking will have to recognize the effects as well, by changing their product
portfolios, client management, investment preferences etc.
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BELGIUM -Projection of age structure (2000-2030)
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Part Ill Integration issues

Among demographic issues, cheap labor forces in joining countries and political
challenges, bank will also experience integration influences and tendencies.
Indicators of integration can be reviewed for three product areas: wholesale, capital
market related and retail. The evidence points to the emergence of a strongly
integrated market in wholesale banking services as far as the predominant
unsecured instruments are concerned. Integration is clearly less complete in the repo
segment, mainly because of clearing and settlement obstacles in cross-border
collateral transactions. The “two-tier” structure, based on major banks dominating
cross-border transactions and smaller institutions trading with domestic banks only,
does not appear to be hampering the equalization of market conditions throughout
the euro area, as banks can take advantage of any pricing anomalies in local
markets.

As regards capital market-related services (corporate finance services, and asset
management and trading), a transformation of previously segmented national
currency-based markets into a significantly integrated area wide market can be
observed, in particular in the case of intermediating bond issues. This may be
concluded from the replacement of the leading role of domestic intermediaries by
international ones. US investment banks, in particular, have significantly increased



their share of the euro area market. Even though a similar increase in integration was
observed for equity issuance and syndicated loans, these two segments present
clear differences. Intermediating equity issuance and large-scale lending have
remained more local, probably because of the greater need for local information and
risk assessment than in the case of bonds.

From the perspective of asset management and trading, the fragmentation of the
European clearing and settlement structure still significantly complicates post-trade
processing of cross-border securities transactions relative to domestic ones.
Complications arise because of the need to access many national systems, with
differences in technical requirements, market practices and fiscal regulations acting
as additional barriers to an efficient delivery of clearing and settlement services.
These factors constitute major impediments, notwithstanding the fact that portfolio
diversification across borders seems to have significantly increased according to the
data presented in this study.

Market segmentation remains strongest in the retail area. For instance, discrepancies
in lending and deposit margins across the euro area indicate that integrated retail
banking markets are not yet in place. Such segmentation results from the fact that
closeness to customers is still important in dealings with retail counterparties
(households and small and medium-sized firms). Nevertheless, some convergence in
margins can be observed, in particular in household lending.

Thus, the general picture is that integration has progressed fastest in the areas
where professional market participants have the resources to overcome or
circumvent the existing obstacles to integration (i.e. in the wholesale and capital
market area). By contrast, retail clients do not usually have such resources, the
outcome being a slower pace of integration.



Description of Czech Banking Sector

Table 1: Key figures of financial institutions
Mumber of Total assel= Total assels Relative share in
instituticms (EUR billicm) (% of GIF) total assels (%)
Dieposit money hanks EL 7.0 132 a5
Insurance companies 43 .4 10 ]
Investment funds " 136 4 2
Pension Funds 14 1.7 3 2
Credit unions & 52
Leasing companias 115 4.4 7 4
Sources: CNEB, Mol CSC
1 Members of the UNIS (Union of Investment Companies)
¥ Relatve share in total assets at the end of 2001 was 0.05%,
Table 2: Key 'es ol the financial sector
(40NN
Value %ol GDP
(ELTR hillion)
Value added in financial services " 2 3
Domestic credil o private sector 26 a9
Bond market capitalization 11 16
Stock market capilalization 11 16
Market share of top 5 companizs Valug % of assetsfpreminms
(ELTR hilliom)
Commercial banks 50 [
Stock market 7 7
Insurance 2 T

Source: CNB
" Employment in iinancial services accounted for around 2% of total employment.

Table 2: Number of
W periad)

1997 1998

2000 2001

1993 1994 1995

fanks, total

af which: 52 35 35 53 50 45 42 40 38

5 5 5 5 5 5 5 4 3

1 ) 10 Q9 13 12 12 11 10
Small banks EN 4 19 13 12 9 -] ]
Foreign bank branches 7 8 10 a9 9 10 10 10 10
Building sowielies 5 [ [ (4] & [ [ (4] [
Banks under conservatorship 1 1 Q 5 4 0 Q 1 1
Banks without licences 0 1 4 & 10 18 21 23 23

Source: CNB



Table 4: Banking sector structure
{end af period)

1oas 19497 1998 1999 2000 20010
Tostul asscts
Large banks 72 a7 2] 2 59 k]
Medium-sized banks 14 17 18 149 21 22
Small banks 3 3 3 2 1 3
Foreign bank branches 9 10 10 12 12 12
Building societies 2 3 4 k3 5 k3
Tostal credits (gross)
Large banks 79 75 71 i 50 59
Medium-sized banks 10 13 15 18 23 21
Small banks 3 3 3 3 3 3
Foreign bank branches 7 a9 9 11 11 11
Building socielies 0 1 2 3 4 4
Tostal clicnis” deposits
Large banks B2 7 73 T2 12 [
Medium-sized banks i 11 14 15 14 17
Small banks 3 2 2 1 1 2
Forgign bank branches 3 4 4 4 4 4
Building socielies 4 5 7 7 ) B
Source: CNB
03 - Relerence perod of laest data.
Table 5: Banking sector halance sheet
EUR billicn % of total
1595 2000 2ol 1956 2000 2001
Asels
Clsh 1.0 1.0 1.2 L& 1.4 1.5
Diepersits [ credits with CHE T3 8.0 g3 1.7 114 113
Deposits £ credits with banks 153 15.9 16.5 24.4 225 202
T-hill= 232 il 4.2 35 44 5.2
TN bills 56 0.5 a0 a.0 0.6 kS
Credits 219 2.7 a7l 340 322 231
Trlable securities 20 16 1.5 32 a7 1.9
Long-term financial investmenls 1A 4.6 4.8 5 6.6 5.9
Tangible and intangible asseis 1.7 1.7 1.7 7 24 21
Oiher msets 42 4.1 1. 6.7 5.9 9.1
Totul st linhilities ] TiLE RLT (] 1o L]
Liahilities
Resources from CNE il a2 0.l a2 02 n2
Deposits f eredits from banks 100 100 (IR 16.0 142 13.2
Dieporsils recaved K| 35.5 433 522 50.4 53.0
Baond isaes 55 6.7 i1 BE 05 1.5
Reserves 10 1.5 1.3 L& 2.1 1.4
Reserve funds 10 (k] 0o L5 12 1.1
Capical funds 0.4 02 0.3 06 03 03
Initial i il 22 2.3 24 35 a3 3.0
Oiher linhilities o8 133 16.4 156 158 200

Soume: CMH



Description of Euro Banking Sector

Table 1: Different indicators of financial development in 1980

Bank loanto the private sector is the ratio of claims on private sector of deposit money banks
{line 22d International Financial Statistics) and GDP. Deposits to GDIP is the ratio of
commercial and savings bank deposits (lines 24 and 25 of Intemnational Financial Statistics)
and GDP. Stock market Cap to GDP is the aggregate market value of equity of domestic
companies divided by GDP. Number of companies to population is the ratio of number of
domestic companies whose equity is publicly traded in a domestic stock exchange and the
country’s population in millions. Equity issues to GFCF is the ratio of funds raised through
public equity offerings ( both initial public offerings and seasoned equity issues) by domestic
companies to gross fixed capital formation.

Country Bank Loan Digposit s Shock Equity M. of
1o Private Mlarket issnes companias
Saclor Cap,

Austria 0.742 0582 0.030 0000 8740
Belginm 0.272 0.29% 0.090 0030 22850
Ienmark 0244 0,276 0,090 [N ] 42 540
Finland 0,462 0.391 N& 012 NA
France 0731 0GETS 0.090 01060 13.990
Crermany 0864 0.504 0.090 LR T.460
Gireeoe 0520 0.507 0.085 NA MA
Ireland 0315 0.577 MN& MNA VRN
Ttaly 0.555 0GET6H 0.070 0.040 2.360
Luxembourg 1.214 L2 6 .ol [ERINI 205556
Metherl ands 0632 0602 0.190 0.01a 15.120
Poriugal 0E55 .94 (.00 NA NA
Spain NA 0.723 0.087 0.028 13.213
Swaden 0415 0510 olln 00,000 12.390
Average Cont. Furope 0.6 ] 0.647 0.078 0,020 34.422
United Kingdom 02764 0,280 0380 0040 47.220
United States 0.354 0540 0 460 0.040 23110
Average Anglo-American 0315 0410 0420 0040 35.165

Source: IMF and Rajan and Zingales (2003a), NA = not available,

Table 2: Different indicators of financial development in 2000

Bank loan to the private sector is the ratio of claims on private sector of deposit money banks
(line 22d International Financial Statistics) and GDP. Deposits to GDP is the ratio of
commercial and savings bank deposits (lines 24 and 25 of International Financial Statistics)
and GDP. Stock market Cap to GDP is the aggregate market value of equity of domestic
companies divided by GDP. Number of companies to population is the ratio of number of
domestic companies whose equity is publicly traded in a domestic stock exchange and the
country’s population in millions. Equity issues to gross fixed capital formation (GFCF) is the
ratio of a three year average ( 1999-2001) of finds mised through public equity offerings (both
initial public offerings and seasoned equity issues) and domestic companies to GFCF,

Couniry Bank Loan Deposits Stock Equity M. of
1o Private Market issues companies
Sechor Cap.

Ansiria 1040 0819 0.156 0.05] 11.975
Belginm 0,792 0837 0783 0138

Denmark MA NA 0686 0192

Finland 0,334 0,454 2383 0,497

France 0,864 0,636 1.087 0.145

Grermarny 1.207 0.925 (LGS 065 7
Cireace 0.524 .56 0.0942 0.430 30869
Ireland 106 0,793 d 0172 20053
Ttaly 0.7 0514 041

Luxembourg 1.099 3367 0494

Metherlands 1.398 L5963 01.629

Partugal 1408 0.997 0,502 10,889
Spain 1.012 081G (0.866 25.817
Sweden 0,457 0,391 0.289 32.920
Average Conl, Europe 0,937 0,530 0,322 27.530
United Kingdom 1.320 L 0.149 33370
United States 0,493 0,379 0.207 25.847
Avernge Anglo-American 0.907 0724 0178 29.109

Source: FIBY, IMF, and Rajan and Zingales (2003a). NA = nat available.



Table 3: Evolution of bank debt

Bank loan to the private sector is the ratio of claims on private sector of deposit money banks
(ling 22d International Financial Statistics) and GDP.

1980 1945 (P 1995 1958 1999 2000 2001

Ansiria 0.742 11541 0.928 0,540 N& |2 1040 1.062
Belgium 0.272 0.248 (.353 0.747 NA 0417 0.792 0.771
Denmark 0.244 0,300 0.520 0310 0351 0.347 N& NA
Finland 0462 0601 0860 0620 0520 0,539 0534 0576
France 0331 1764 0,960 0.865 NA a1 11864 0895
Crarmary 0564 0.5953 1006 131 1186 1.174 1.207 1.210
Cinoooe 0.520 0517 03467 0.336 1381 04651 0526 0633
Irzland 0315 0456 0,476 0.703 0892 1.031 1.065 L118
Ttaly 0,555 0500 (.565 0.575 058D 0711 0770 0.795
Luzxembourg 210 0578 1.243 0576 N 1.075 1.099 1.373
Metherlands 0632 il 0794 0.4 MA .29 1,308 1.426
Portugal 0455 0.ELS 0.506 0.705 1.024 1.208 1 408 1460
Spain A ILEN (.83 0.770 0925 0923 1.012 1.059
Swedan 0415 0353 0582 0348 0405 0,423 0457 NA
Unnited Kingdom 0276 0472 1158 1153 1183 212 1.320 1.385

0651 0663 0.741 0.768 0.788 0922 0977 1.032

0578 0604 0.743 0.735 0.746 nE70 .064 1.059
United States 0.354 0371 0.430 0436 0470 0.474 0453 0,503

Source: IMF Financial Statistics. NA = not available,

Table 4: Increased importance of corporate debt

Domestic corporate debt outstanding divided by GDP.

1989 1990 1991 1992 1993 1994 1995
Austria 0.018 0017 0l 0014 0017 0019 0ozl
Belginm 0.078 0.073 0.7 067 0065 0065 0G5
Denmark 0.925 0.910 0.905 0.ETH 1.062 0.912 086G
Finland (0.099 0103 0103 0.092 0004 0.074 0057
France 0,038 0,043 0044 0044 .42 0042 0,035
Crarmary 0001 0,001 0004 0006 0003 0,003 0002
Ciroece 0.052 0.054 0.043 0.048 042 0.042 0.025
Ireland 0.020 0.026 0033 0047 0058 0041 0053
Ttaly 1.00% 0,004 0003 0002 0002 0004 000
Lixembourg
Netherlands 0.031 0033 0031 0031 0.031 0033 0.e3
Portugal (0.038 0.047 0045 0044 0046 (.057 0074
Spain 01.081 0105 1,090 0,092 0093 0.077 0063
Swaden 0450 0483 0504 0558 0592 0.524 0,493
United Kingdom 0.035 0.032 0.030 0.032 0039 0.041 0044
Furo area average 0.042 (10464 0044 0044 145 0041 038
ELT average 0.134 0138 0,137 0134 0150 0,138 0132
United States 0.222 0.222 0229 0233 0230 0.227 0229
19046 1997 1998 1999 2000 2001
Aunsiria 0.017 oong 0,020 0oy 0017 [ER1) [
Relginm 0.066 0.065 0064 0.075 0072 0.080
Denmark 0.893 04912 0.495] 0941 0957 1.007
Finland (0.056 0.047 0048 0061 0.060 (0.0506
France 0.033 0,041 00155 0073 0093 0.08%
Crarmany 0.003 0.004 004 0.aa7 [INE) 0.020
Groece 1.008 0,008 008 0,003 0002 A
Ireland 0021 0050 0,060 0074 0.0a7 0,105
Ttaly 0.004 00035 0005 001 0.024 0.061
Litembourg
Matherlands 0.036 0.038 0.043 0.067 0125 0136
Portugal 0.090 [IED 0.099 0.099 0095 0.090
Spain 0.057 (0.052 L0560 0067 0.055 0.072
Swaden 051 04358 0.437 0,407 0333 (0.283
United Kingdom 0.046 0.057 0081 0,102 0130 0154
Furo area average 0.037 0039 0042 051 060 0.073
ELT average 0133 0132 0158 0143 148 0167
United States 0.229 0220 0230 0.241 0.240 0.241

Source: BIS for the debt and IMF Financial Statistics for the GDE. NA = not available.



Table 6: Introduction and enforcement of the insider trading law

The first column reports the year legislation to curb insider trading was introduced, the
second one the year the first case of prosecution took place. . No™ means there has been no

case of prosecution.

Country Yeur inzider trading First time it
law introdueed was enfomed
Aunstria 1983 Mo
Relgium 19610 1964
Denmark 1981 1986
Finland 1989 1993
France 1967 1975
Crarmany 1904 1995
Cireace 1958 1986
Ireland 1980 Mo
Italy 1981 19896
Luxembourg 1981 Mo
Netherlands 1959 1964
Pargal 198G Mo
Spain 15964 19898
Swaden 1971 1980
United Kingdom 1930 1981
Unitad Stales 1934 19651

Source: Bhattacharya and Daouk (2002

Table 8: Corporate debt before and after the euro

Net bond issues are computed as difference of the level of bond cutstanding as reported by the
BIS. We sum domestic corporate bonds and international comporate bonds issues by firms
domiciled in the country and normalized by a country GDP.

Panel A: Sammary Statistics

Wariahle Mizan Badian St Dev. Min. Bl N
Mel issues of domestic comporate debt (.004 0.l 0.013 -1.037 0105 411
Nt issues of int. corporate dabi 0.004 0001 0.01a -0.025 0.072 292
Nat issues of total corporate dabi 0009 0004 0.020 -0.034 0.12% 258

Panecl B: Repression Analysis

Met issues
of domestic

Mt isanes
ol intem.

Nt issues
of total

Dependant variabla: corp. debi corp. debi diehi
Euro dummy .00 0.7 0015
{0,003} (00030 {0,005}
Yiear fixed effocts Yes s s
Country fixed effects Yas Vs pH
R-squared 03608 0.2357 0.4741
N 411 292 258

Source: BIS



Differences in average overnight rates vs. average German rates
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Tabla 7
Issuance of securities in euro {or euro legacy currencies) by enro area resident
firms
fralue i E0R Pillines o pamber of freartions)
Bonds Equilies Syndicnted loams
Value Trursaclions Value Tranmetions Value Trursaclions

1985 53 53 s 56 228 111
Loag 188 Lig 5.5 219 451 178
1989 70 123 TEl 0] 1075 205
2000 B 134 L4 LY 197 8% il3
2001 BIE 161 4.7 12 1293 iz

Soarce: Dorlopte fBopdwre aed Lovmars)

Table B

Gross fees on securities isspes and commitment fees on syndicated loans in euro
{or euro legacy currencies) taken-up by euro area resident firms
{4 af fave value or bty potnis)

Bonds Equities Syodicated loans!

Upper quintilke |Medin quintile] Upper quintile |Median quintile| Upper quintik | Median quintile

1995 14 21 18 iR 6.2 355
1588 21 L7 13 40 123 135
1999 1.3 1.7 L6 45 210 426
200 a5 1.1 14 a0 179 54.0

S Demnphe (Bowiwmne ond Lomuare).
Bl o feer de hasis poipts



Tabla 9
Distribution of top 20 bookrunners in bonds in euro {or in euro legacy currencies)

issued by euro area resident firms and grouped according to bookrunner’s
nationality

{4 of detirl]
1595 000 il
X 958 432 464
af vl DE an 115 12.9
FR LY 236 262
ML 5T 57 48
ather snpe 10 lis 14.2
af ik UK oo 4.1 1
CH 10 G5 a1
rest ol the workd 21 404 3o
af vl U= 21 40 30
Ir an an oo
Total op 20 RO ald 016

Somee Demlople (Bowadwms),

Tabla 10
Top 20 bookrunners in 2001 of bonds in euro issued by euro area resident firms
Rank | Xul. | Bookrunner Amount Nr. ol Ya-Share Cumu-
(EITR Issues lative
milliors) Sa-shure
1 Fi2 BN Panbas 104454 13 12.5 125
¥ Us Sakomon Smith Barney L) 5 1.0 225
3 DE Demzche Pank B1812 n 0a 3212
4 s Morpan Sianley 6,814 1= a2 d0E
5 R Saciee Genemle Lt NI 17 B.1 4564
[ CH  Cradit Suisse First Boston EORE 113 7.2 587
7 Us IP Margan 50994 22 il alg
H NL  ARN AMRD 41M3] 11 4.8 ah7
9 UK HEBC 3033 12 iG .3
I} Fi2 Cradit Agricole Inleeez 30130 14 36 139
11 DE Diresdner Klarmon Wissersiein 25621 11 il 7a
12 s Blerrill Lamich & Ca 2,M35 13 7 w7
13 s Geldmun Bachs & Ca 2IR1S 5 16 R2.3
14 UK Barchiyvs Capital a7 5 15 BLE
15 s Leliman Brothers 19715 10 24 K72
[ T LiniCredivo aliane SpA 15374 4 1.2 i)
17 FiE MNalexis Bangues Populines Bla.T & 1.0 w0
18 Fi2 Laizard B30 4 1.0 a1
19 CH  LUTES Warlurg TEO0 2 e a19
i IT Madickanca - Banea di Credito Firnnzioio SpA alih & 0wy 926

Somee Demlople (Bowadwms),



Tabla 11

Distribution of top 20 bookrunners in equities in euro {or euro legacy currencies)
issued by euro area resident firms and grouped according to bookrunner’s

nationality
= of soAm)
1eas 2000 2001
- &2 a4 456
o wikich DE 145 .1 158
FR 0.7 6.3 124
NL 95 il 18
ather europs 03 lii& 151
af wkich UK 00 0.0 oo
CH 03 1.6 4.0
rest of the workd 115 357 G
o vwiich s 105 35T GG
1P o? 0.o K]
Tedal 1o 20 960 8.7 03

Smree: Darlopic (ot

Tabla 12
Top 10 bookrunners in 2001 of equities in euro issued by euro area resident firms

Rank | Nul. | Bookminner Amount Nr.ofl s-Share Cumu-

(EUR Issuies lulive

milliangi Yashare

1 L= Morgnn Stanley LRRLR ] a L5 L5
2 1% Goldmon Sachs & Co 44305 ] 104 21
k] CH Credit Smsse First Poson 44415 H L1 3Ly
4 [ Merrill Lynch & Co 44317 ] 1] a7
5 FE Rovicte Generls 43733 B X 514
i ML ABNAMRD 35340 1z 79 503
7 DE  Dentsche Bk 35131 15 79 072
B Dk Dresdner Elermvort Wasszrsiein 324044 7 15 ™Y
] IS Salamon Smuith Bamey 15984 13 41 a0
] CH LIBS Warburg 15228 9 41 Bid
11 IT Barica 1M1 Spi 1527.1 4 id LT
12 FR NP Paritus 11654 l:'. 16 &0
13 ES Banco Saniander Ceniral Hispano 54 1632 4 24 al.d
14 ES Barca Bilbao Viecayn Arpenimria 84 - BEVA &40.1 2 L5 928
15 [E T & E Davy G2A0 3 1.4 Q4.3
Lis 5E SER 4700 2 L1 954
17 s Lehman Brathers 2711 2 (1] a0
[H IT Medichanen - Banea di Crediie Fimnziario Spi 214.5 3 05 a4
14 DE  Commerdmnk Securities 194.] 2 o ana
] ES T de Madrid 1628 1 o 97.2

Smree: Darlopic (ot



Tabla 13

Distribution of top 20 mandated arrangers in syndicated loans in euro (euro legacy
currencies) taken up by euro area resident firms and grouped according to
arranger's nationality

{4 of detarl)
1595 0nn 2001
aru-are &10 472 533
af i DE 262 1040 25.0
FE 108 155 15.4
XL Th 137 57T
ather sureps: 11z 99 T4
af i UK 21 6.3 TR
CH 51 36 [EXE}
rest of the worlkd 107 256 214
af i Us 107 256 214
Ir an an oo
Total top 20 e BaT B1S

Smmee: Derlaghe (Loaean),

Tabla 14
Top 10 mandated arrangers in 2001 of syndicated loans in enro taken up by euro
area resident firms

Runk | Sul. | Bookrunner Amount Nr.aof Ya-Share Cumu-
(EI'R Issucs lutive
milliors) Sashuare
| Us  JF Moargan l6 5635 LY L0 105
z DE  Denische Pank AG 15,549 2 15 oo 6
3 Us  Ciligroap [ne 1251248 1= a5 el
4 FRR BN Paribas 12,7485 46 B0 il
5 FR. 3G 79657 z1 50 421
] DIE Dipzscdner Klarmon Wassersicin GAZ14 1& 4.3 464
7 DE  Credit Agricole Indeaez GASTS 2 4.1 505
§ NL  ABN-AMEOD Bk KW 6,219.3 21 ig =4
9 IT Bledichanca Spi EA32G B 35 579
10 UK Barchys 47815 e} kR L]
11 UK HsBC EEYER 1& 18 637
12 FRE Credit Lyonmis S& 3597 40 24 [
13 U Geldman Sachs & Co 3074 B 23 GE4
14 DE  Commerzbank £G 3695 14 23 mT
15 DE  HYE Group 35804 14 21 T30
16 DE  WeslB 3540 11 21 752
17 IT Inte=allei Spi 35237 = 21 4
(H] UK Royal Bank of Scothnd 3U71 19 0 ™4
19 NL  ING Barings RIS 17 1.2 §1.2
20 IT UniCredito lalians SpA 1335 4 [} K27

Smree: Dernphs (Lonsans)

Tabla 16

Number of credit institutions
jiond iy e fTpares)

| 1560 | 1995 | 1995 | 1909 I 2000 | 2m] |.]u ne 2002
Belpium 157 145 123 L7 118 1z L1
Grermany 4730 3TRS 3238 2092 M2 152G 1485
iireece L] 53 50 57 57 él &2
Spain L] i 40z kLT £ W7 k)
Frowe rXirsy LAEs 1,226 1150 1 iEx L0 1024
Irelmd 48 kL] TR il &l = B
lialy 1156 570 554 /00 Hal B3 g
Lipeabourg 177 20 212 211 02 154 %5
The Metherlnnds 111 102 34 il SR fal 43
Ausirin 1210 L] 268 #73 5 Bl iy
Portugal 260 133 a7 14 218 21z a7
Finhrd 5% ELY kLR A | 59 T
Eurs area 1L130 80461 83T 1055 7521 7219 T
Dienmark 124 122 212 210 Z10 203 158
Swaden T 49 142 148 146 149 14
The Uniled Kingdom a4 S 521 484 441 452 M7
EU 12582 9806 9.260 BEND B368 B3 To6s

Soaree IR0, 1995 fpares: ECB (15992) 1998 b 2080 flgares: The BCF.
The Metherlonds: fparer Fom 1905 owarly ieclide crnat oo affiliatad fo o comiral crallt Sestilabion.



Table I7

Lending retail interest rates and margins

- s
Homsehald lending rotes Corporate lending rates
Averuge Averupe Averuge Averuge

(Aday 98-Mmy 950 (Al 0]-Blmy 023 (¥lay 98-Nay D93 (A 01-Ady 023

Rate Lending Rate Lending Rate Lending Rute Lending

maTgin margin margin margin
fuustrin 6.33 135 G4z 1.70 all 2409 607 21
Belgivm 536 138 .37 1655 498 157 5 il 1.7%
Crermumy 6.15 117 .7 203 613 13 T05 EN L
Finlmd 5.24 125 5 053 431 0.5 471 0.ES
France 716 EN ] 723 152 452 112 531 145
Greece 12560 G550 TS 294 1644 sl B9 423
Ireland 7.40 343 Akl 1z Bk 528 B&7 4.81
lialy 6.7l 167 6.3l 150 Gl 150 5 177
Luxzmbaourg 518 119 512 040 N.A N.A N.A N
The Metherlanils 520 131 5.8l 1K 367 oM 435 049
Portugal 1.3 234 I 138 .36 13 551 1455
Spain SRS B3 578 10k ik 153 620 13
Euro arca .65 248 630 L58 (X 156 611 25
A, dev. 0 148 .76 076 50 L67 1M L34

Soree: The B508 avd Dedasiream, Kot mteres! rotes shoald be aved will costiow stece pallonn teres! rkes ame el bormowized
e e of thedr coverage, fbe monme of the dode thomien or affective) or S complation mafbod. Margias ore an'caioied @ the
diference bafweer aversge redall dekerst males g ECF menthly cdfvsled covelT welphtnl omd @ refrence marke! o
febtaiead fFow Daesirae), comsponding 0 She melarry dsriator of te reconded reted busieess Kepordsd averages are
e i bl

1} Jm e My

Deposit retail interest rates and margins

fod- ks
Aovruge (May 1998-May 1909} Aovernpe (o 2001-Miy 2002)
Rate Dl Dverall Drepassil
rmargin murgin Rate murgin
Ausirin 2118 1.24 4 217 L N
Belpium 13l L1G 1Rl 137 La% 5T
Grermumy 1406 054 AT 249 L3T .3
Finhrd 1.20 111 150 150 27 .40
Fronce 165 0rs LY 2658 L12 Kk
Grecce H48 135 17 2006 &1 k.
lialy 116 137 154 1.72 114 a2
Lipezmbourg 150 el 167 154 .32 L5R
The Metherlnnds 133 1.0 1355 131 155 EN
Poriugal 144 L& 191 245 L4l 1
Spain LiK Lds 1R9 131 154 68
Euro area 1Bl 132 AR 125 Ll 378
st dev. 1.92 0.52 142 034 134 0.ES

Swmce The ECB and Datesiream. Ketal iiteresd rates sboula be wsea itk cowtion since patiow! (nteres! rabes are wo! barmowined
e tarms of Mk coverape, te nstvre of the sk fomeal or affckive) or the comprkation methad | Depostl meargies are onlcwlated
ar o difereres betweer sverape el ieterest e faong ECF menthly qafusfed covely welghts) ana @ refereece market rate
(b fFom Daterirame), cormsperdng &2 the matwridy dsiributon o the recorded el botnes. Tie overall morgle o the
difference behweew averape lendivg oud deposit rtes. Jrelmed o evciwdad due o fbe very small coverape o the previdal depa!
rale. Keportsd averages are urvegied.



Tabla 19

Domestic and cross-border on-balance-sheet activities of euro area banks

fEuR Billiover]
Dee. | Dec. | Dew. | Dec. | Dec | Mar
1997 | 1008 | 19<9 | 2000 | 2000 | 2002
Tl mterbank aesets 9 4549 4079 580 STIe 6274 A0S
Loans 10 MFl= IASL 4070 4FE 447R 4ERD 4335
domesiic business | %) @l ald4 G250 6L B3 5037
huziness with cbher curo area coundrics (%61 153 167 177 7.9 183 18.&
tusiness with the rest of the world (%) Me 219 198 w5 224 122
Oither claims on MFls (s=curities, money market paper) To0 a0 LaTl o L2400 1LEEE 14T
domestic business (%) Wi e TI4 674 A3R ME
husiness with cther curo area counbries (%) 12.7 14.5 122 19.2 195 2
tusiness with the rest of the worlid (%) [ 1.9 104 134 BT 173
Todal Toans o vow-bavks ¥ So05 639 88T TJ49 7052 NS
domesiic business | %) Slé 9L6 S04 RS B9 RRT
husiness with cther curo area counbries (%) 11 i 10 31 34 16
tusiness with the rest of the world (%) &2 5B 13 (R4 .7 T
Fived dpcomi seewr ithes ixsied by nos-banks ¥ e Y e N 1 e . T T IO W 3
domesiic business | %) TL5 6ED 621 AT 530 514
husiness with cther curo area counbries (%) 5.6 15.0 n7 57 o J0E
tusiness with the rest of the world (%) e 131 {1 e 177 169
Equrty boldings aka Lty 753 oEy 972 284
Moy wests P LU B R e Y E e
Tolal assels 13383 14,300 1570 16.R98 1B217 18314
Tosal mterbank deposits 4057 4468 400 52ar 5R) 55Ad
domesiic business | %) 505 583 573 550 529 514
husiness with ciher cure area countriss (%6) 4.6 15.0 141 15.5 164 164
tusiness with the rest of the world (%) 155 BR O 6 W5 T 30
Toal deposits from mown-baweks 1 Sl 5444 740 AW 0576 A 58S
domesiic business | %) |o KR BRI RS B3 BAT
husiness with ciher curo area countries (%61 54 55 53 5.2 50 52
tusiness with the rest of the world (%) 1] 6.7 S L A |
Foed dvcome seowrities & i 2262 &AM 284 3030 5007
Capxsal avd reserwes (13 T 7 i3 RS
Moy Mahiliiies fATR JASR LA QTR 2T Aeir
Totl linbilities 13383 14300 15700 16.R08 1B217 18314

Samces The ECB. Eata rofer b movetary Geawcial mstrectiors MFT) forckading the Burosto]

Il Thowe demr do ped fechodle sborer
3} Iectudivg peperal governmees
3 The feww dncludes mowey market poper



Tabla 20
Inward branching of banks from EU countries into euro area

#ssels of foreign brunches os o % of toll
Number sf brundhes fram umeonzalidated assets ol host montry
Eurc ares En Eura arca Kl
Host eountry 1997 00 1997 oo 1597 Innn 1997 0nin
Asiria 4 1z fi 13 06 WAL a7 0.8
Pelgivm L] IR 25 3 NA WAL a5 57
Finlad 1 a a [¥] a WAL [¥] i
France 15 3 i1 o0 N Mo 2 3
Crermanmy 0 113 L& 145 a7 10 1.0 1.3
Gresce -] 9 14 13 53 42 ai ind
Ireland NA. WAL M. M.A NA WAL WAL JER)
linly i) 32 i 41 in Y] 34 35
Luzzmbourg 55 47 [ 55 NA WAL e s
Metherlands & ] a [¥] NA WAL 21 .7
Porivigal 1 18 15 ) NA Mo 4.0 4.2
Spaiin = 33 i 41 40 I8 4.3 34
Euro area imvern pe 27 i3 M 42 13 1R 4.9 5.7

Soarce: Eveastal awd e ECR Daka & thaldcs rafer fo Bronoker from £ comfrier oud were arlonloted boed op companahie

Jipares from ghe ECR (2002)

Tabla 21
Outward branching of banks from euro area countries into EU
Assels of foreign branches as % of ol

Numbwer ol fordgn branches From wonsalido led assels ol home conntry

Eurc are EU Eurc arca EL
Home country 1597 000 1997 2non 1587 1000 1997 U]
fuusiria 9 14 13 17 02 03 a2 35
Belgivm 19 23 e 18 s o4 0.6 50
Finlad Q 1 4 1 Q Q a4 1
France &l aE 72 3 15 zn b 7.4
Germany &l 83 78 e 02 o4 a2 15.1
Girecce ] G 7 L1 0z 03 0.2 aa
Ireland 1 7 10 & 0g 02 a9 ap
lialy 15 41 48 57 10 09 1.0 EX
Luzzmbaurg 15 ] kL a0 al a0 a.l 0.0
Metherlands 2 35 kL] H 26 14 2.8 Liv.fa
Partugal 10 12 14 L& 0e a4 0.0 kR
Spain 1] = 37 12 12 22 1.9 43
Euro area imvern pe 4 30 kil kL) 09 o7 Lo i

Soaree: i aud fhe EC8
I} Data oply cover fhe ol of braecles (v AT, BE, DE, GR, IT £5, &, UK

Value of M&A's involving banks in the euro area
(LR brlows or "6 of fotal}

Within-inclusiry Croess-incustry
Tatal value Talul Damnislic I CUrms-harder Damestic | Cross-border
1990 154 5 45 T 45 k]
1941 BT k] T z (] 12
1992 52 2 17 4 19 il
1993 120 4 12 1 17 ki
1904 .l 2 73 5 22 1]
1905 11 k] i 3 k7] k]
1956 a4 2 i | [ 19
1997 279 L] 7 2 5 19
1905 724 23 m 1 17 10
1999 ma n w 13 3 5
2000 49.7 lis iR 42 12 §
2001 Angusi 113 1] il 1 &7 1
10002001 Al6g 1m il 11 18 11

Soarce Thomsow Fingece! The valae of @ MEA ransaction s dfeed @ the fonn valee patd by She coquirer within six moetbs
o fe apwoupcemenr g



Table 23

Average size of M&A deals in the enro area

EUR meriidons)

I 15901997 I 19982001 (Angust) | 19002001 {Anpusti
Averupe s M35 1168 5406
af which: Damestic Within-indusiry ilia 1270.5 [T R
Damestic' Cross-indusine 058 10753 4135
Crose-harder Within-indusry [LERA 10117 4568
Cross-horcer Cross dndusiry EE 575.2 4285

Smree: Thowsow Fingecal

Tabla 24
Origin of acquirers in cross-border bank mergers in the euro area
{4 of kbl
Within-indusiry Crossindistry

1o8n. 1007 | 1562001 | 1000.2nn] 15a0. 1967 | 10882001 I 10002001
Eura aren L1 ] 50 L3 i 17 48
Other EU countries ] iR i] | o |
USA 21 2 T 2 12 H
Rest of the world 17 1 4 47 40 43

Soaree: Thowsaw Fingpcal

Tabla 215

Capital of euro area banks owned by foreign residents
femd — 307 % of tokel equity oo}

Country of the owners

Couniry of the

purticipations | BE [ DK | DE | GR | ES | FR IT | LU | 8L | PT | BE | UK ar S |Other | Towl
BE oo 111 000 D23 047 000 004 2704 oo 0p0 000 000 D24 037 295
LiE 000 0.0 000 Dss D3R 086 006 LS8 OO0 003 000 002 04% DGR A2

GR 0on 0o 000 000 LL6 000 000 D00 000 0o 0% 000 125 2171 6]

ES 0oo o 0o 2ET 000 126 192 000 000 LI&8 000 229 000 OO0 0o 9.5
FR G617 000 25 000 L4 109 019 DS Do 0ol 15 067 D00 000 143
El 000 0pn 000 000 000 000 000 000 000 D0 3764 000 000 1Rl 011 40T
IE IRR QB N 000 000 000 2790 46491 SE2 000 fon 114 000 00l 038 402
I 0pe  0pp 1 o0 L1258 028 06T 0D0 o 0op 001 000 000 36E 103
LU 1240 217 4730 032 000 980 408 149 Dop 037 0% 000 000 L0l BSR
HL 123 0o0 1A% 000 000 .00 000 000 Ooo 0pn 000 0% 30 0l A7
AT Lol 0o 903 000 000 002 011 000 00) oo §O0f 000 000 000 000 102
T 086 000 20X 073 08¢ 078 319 2R 1E3 opn 028 000 30 0 16T
Awverupe 179 0B B6D 00 0400 LA 129 030 338 00l 306 A0 ol 082 077 220

Emwree Fitch [RCA Bawkreopa

Table 28

Techiler 578 exvo aven bawks for whick data ave avatlable. Tecludes ol trpes of owmers avd paricipatons firlo
mamonity baldtagps) The cofmee declvale the cosrizs thaf qopasr a8 oweers Colvmes of Sralend ond Faslond wore encluded povew Dbt fhere ave no
reported pardcrpaiioes abvoed

Assets of five largest credit institutions (CRS)
for % o hodiad foea! Banbimg aels)

I 1900 I 1905 | 1990 2000 I 201
Pelgiun 5 54 76 7 7
Germany 14 17 1o e B
Grerce 8 3 & &5 66
Spain 3 16 52 o 53
France n 4l " It w7
Trelnd 2 1 I 11 13
Tty 19 2 % 23 Bl
Luzembourg MA. 21 26 26 8
The Netherlands 7 e 2 1 i
funsrin 3 £ n 43 IE
Portugal N 7 " % 60
Finlad 5 b 8 87 0
Fura aren mernpe £ 49 1l 52 531
Denrmark 7 BT 7 a0 I
Swalm m 8 = P NA.
The United Kingdam N m = 0 30
EL nverage s Ell L) 53 52

Soaree: 1PN, 1995 foums: ECB (IP@Re) 1099 bo 2007 figures: ECB (2002) Averapes ave gt ted and (guore amisming valies
T dn reparted ow & powsrapsolidinted el from 1590 arwands



Table 27

Number of bank branches

(e 1007 ha (i
Yo-chunge
1900 1995 1999 0 201 15e0.200]

Belgium a0 0.7 1) 054 Q80 33
Germany 043 0.59 0Tl 058 055 5
Gresce 019 0.23 026 oz 028 47
Spain LR .03 0eo k= ag? 17
Frace 04z .44 043 041 044 2
Irelaxd oz 0.29 01e 026 WAL A
lialy 031 4l 047 049 0] ]
Lipecirbourg 0TE i85 07l DR WAL L3
The MNetherlands 054 .44 03e a7 033 30
Ausiria 05 01.58 057 058 R 3
Portugal 0 .35 053 055 ) 2145
Finhind PR (U] 024 0 023 ]
Euro ares avernge 053 54 .59 0s9 ML 11
Dienmark PR 0.42 043 044 044 24
Swaden 038 0.30 024 NA ML 37
The United Kingdam (.35 33 026 [k § N il
EL iverage 050 L&) .53 049 NAL -1

Soprce JORG, TR Oparer SCF (19005 1909 fo 2000 fiperes: ECE (2007 Wuphted oversger. Chaepes aaloulafed usiog fe
latest available fpime

Tabla 28
Number of bank employees
fer 5000 wokirivianis)

“achonge

1900 1905 1999 20 2001 19002001
Pelgiom 7.04 156 TAS 744 74l T
Crermany 1111 018 &L SRS 077 12
Gresee 461 5.07 555 549 565 3
Spain .22 G35 G47 i 0.5 5
Fronce T.63 .06 T WAL NA T
Ireland 4.99 G40 NA ML NA 18
lialy 582 613 550 595 NA 1
Luzarnhaurg 4178 A4 50 4% &5 5220 Fd.1d a0
The Metherlanils TG T13 TE BIK 7.06 1
fuusirin 986 o7 Ller) 907 a.19 T
Poriugal .20 G5 &2 567 547 12
Finlod 18,15 &3l 4156 4.5 NA 52
Furo area wvruge BI04 T43 TA2 MAL MAL -8
Dienrmark 11,60 A50 S 907 9.07 14
Swaden 5.32 481 4= NAL N.A. 2
The United Kingdom 595 758 BT T4 NA 17
EU nerage B.16 T8 T49 MAL MAL -8

Soarce: 1990, 1905 fpares: ECF fI0PRI) 1909 b 3N T Bparer ECF (20821 Wirghted mereger. Chimpes are on'rakmed s the
et avalalile fgure.

Tabla 29
Ownership structure of 50 major banks operating in the euro area
w2003

%o al cupital owned by | =5i% | 11550 | =10
Oither barks [ 11 |
Other firmncial institutions z 12 13
Emplovess & pensioners a 2 3
Public seciar 7 4 &
Oiher owners 6 21 18

Saree Fifch JBCA Fenbscope



