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EAST-CENTRAL EUROPE

East-Central Europe (ECE) = unique opportunity to study
financialisation

Provide new perspective on the growing power finance

not just another/different geographical context (beyond Anglo-
Saxon paradigm)

not just periphery (semi-periphery) context

EAST
GERMANY

ECE = unique terrain because: R Al ‘.
former state-socialist economies: '
... opposite logics to financialisation

Transformation towards market economy:
... turning society upside down

+ speed of financialisation

(that followed the collapse of state-socialist regimes)



WESTERN BANKS

Western (West-European) banks:

e central role in financialising East-Central Europe

* unprecedented level of foreign ownership

e unprecedented rise/speed of (household) debt

e creating networks of ‘financial chains’ (Sokol, 2017)

* vet to be fully researched & understood! = GEOFIN project

—"—

“Europe’s own
‘sub-prime market’”
(Smith and Swain, 2010)




WESTERN BANKS

 unprecedented rise of debt:
— esp. household / housing debt

‘mortgage revolution’
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WESTERN BANKS

* unprecedented rise of debt — the case of Slovakia:
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WESTERN BANKS

 Domination of Western (West European) finance

Chart 1: Western European Ownership of Eastern European Banks

Eastern European banks

% share of foreign ownership in capital
New EU 10: 75% -100%

(Exception: Slovenia)
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OWNERSHIP OF FOREIGN BANK ASSETS ON TOTAL ASSETS (1995-2017)
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Sources: ECB Central Bank data Warehouse and Claessens and van Horen (2014)



OWNERSHIP OF FOREIGN BANK ASSETS ON TOTAL ASSETS (1995-2017)

[ early ZOOOSr]

80

60

40

20

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

e BUgaria e Croatia Czech Republic e Estonia e HUNGATY Latvia

e | ithuania e P oland e ROMmania e S|0vakia e S|0Vvenia

Sources: ECB Central Bank data Warehouse and Claessens and van Horen (2014)



OWNERSHIP OF FOREIGN BANK ASSETS ON TOTAL ASSETS (1995-2017)
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WESTERN BANK DEPENDENCY ON ECE (%)

Figure 13. Share of CESEE Subsidiaries in Parent Consolidated Assets
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Home Credit (ML)
Hypo-Bank Burgenland (AT)
Kaerntner (AT)
ProCredit (DE)

BKS AT)

Bank Styria (AT)
FGA, Capital (IT)

RCI (FR)

Hypo Alpe-Adria (AT)
Banco Veneto (IT)
Volksbank (AT)
PFirasus Bank (GR)
Alpha Bank (GR)
Wistenrot {DE)
Eurobank Ergasias (GR)
BCP (PT)

NBG [GR)

Banca Popalare (IT)
Raiffeisen - RZB (AT)
Swedbank (SE)
Erste (AT)

KBC (BE)

DONE Bank ASA (NG
SEB (SE)
Bayerische (DE)

DZ Bank (DE)

Drexia (BE)

Danske Bank A/S (DK)
BBVA (ES)

Intesa Sanpaalo (IT)
Commerzbank (DE)
Mordea (SE)
Rabobank (ML)
UniCredit (IT)

ING (ML)

Société Générale (FR)
Santander (ES)
Citigroup (US)

Crédit Agricole (FR)
RBS (GB)

BNP (FR)

HSBC (GB)
Deutsche Bank (DE)

o
N
o

60 80 100
1

gg==—""""
e ®
L ]
@

(L[
®

® Subsidiary Share (percent, top)
B Consoclidated Assets (USD billion, bottom)

I |
2,000 3,000

Notes: Bankscope did not contain 2011 data for few small subsidiaries at the time of the download.
Sources: Bankscope and authors' calculations.
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GEOGRAPHY OF WESTERN BANK PENETRATION
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CONCLUSION:

* Post-socialist East-Central Europe: é
— unique opportunity to study financialisation

e Western banks:

— unprecedented level of foreign ownership
— unprecedented rise/speed of (household) debt
— networks of ‘financial chains’ (Sokol, 2017)

— parent-subsidiary relationships key to
understand operations in ECE

— Implications for uneven development
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