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Abstract  

This paper studies the efficiency effects of consolidation among the German savings banks motivated by the large market share of these publicly owned banks as well as the specifics of the German banking sector. A dynamic econometric analysis is conducted using the Arellano-Bond two-step estimator on a panel of 429 savings banks and 132 mergers over the period 1993-2004. Two specifically designed performance ratios are used to measure changes in efficiency, namely a cost-income ratio corrected for loan loss risk costs and a return on equity ratio corrected for hidden reserves fluctuations. 

Evidence is found that the efficiency effects of bank mergers are time-dependent. Mergers that took place in the period 1993-1998 underperformed their non-merger peers in terms of both cost and profit efficiency, whereas mergers that took place between 1999 and 2004 indicate sustainable efficiency improvements compared to the non-merger savings banks. The second period positive efficiency effects are associated with the increased financial deregulation and competition in the EU after the introduction of the Euro in 1999. In addition, it is worth noting that the mergers in the first period 1993-1998 were predominantly taking place among East German institutions. The full bank sample analysis over the whole period 1993-2004 indicates average profitability gains of merged banks in comparison to non-merged ones that are sustained in the long run. This result is consistent with the findings on efficiency improvements among U.S. intra-holding bank mergers.

Introduction

Over the past decade, there has been a pronounced trend of banking sector consolidation in Germany. Moreover, the German bank consolidation presents a special case since it is confined to the boundaries of the three bank pillars, namely, the savings banks, the cooperative banks and the private commercial banks. The existing legal framework erects barriers to the acquisition of savings or co-operative banks by private banks. Therefore, savings banks have been merging among themselves, as have done the co-operative and the private banks within their respective pillars.

At the same time, the savings banks are in public ownership. Their main shareholders are local governments. Considering the large market share of the savings banks, the public ownership of the savings banks raises the relevant concern whether consolidation within their pillar is conducive to efficiency improvements and thus to the overall stability of the banking sector.

We analyze the efficiency effects of savings banks mergers by conducting a dynamic panel-data analysis based on a comprehensive financial database of 429 savings banks over the period 1993-2004. Two main accounting ratios are used to track down the effect of mergers on efficiency, namely, a cost-income ratio (CIR) and a return on equity ratio (ROE). The CIR has been specifically designed to best capture operational efficiency by correcting the interest income component in the denominator with the credit risk costs related to loan losses. Furthermore, the ROE is corrected for any hidden reserves manipulations by including the annual change in provisions for loan losses into the nominator. Thus, a more realistic picture of the financial performance of the banks is obtained. 

Moreover, we consider the concern that accounting ratios have a drawback as measures of efficiency since they do not take into account the market power effect on revenues (Amel, Barnes, Panetta, and Salleo 2004) as less relevant in the case of the German savings banks. This is mainly due to the fact that in their respective regions of operations, the savings banks are in immediate competition with their main retail banking competitors, namely, the co-operative banks.   Thus, there are hardly regions where the savings banks could dispose of a monopolistic position that would entitle them to monopolistic gains as price setters. 

Furthermore, considering the social mandate of the savings banks oriented at improving regional economic development as well as their re-financing relations with the Landesbanken (the federal states central banks), the market power argument on higher interest margins is further weakened. In fact, it is this social mandate in the savings banks operations that is often cited as the main reason for the low interest margins and profitability in the German banking sector.

We analyze the effect of 132 mergers that took place among 429 savings banks in the period 1993-2004.  In general, 65% of the mergers until 1999 (68 out of 105) were among Eastern German savings banks which percentage dropped to 15 (17 out of 107) in the period after 1999 (see Section 2.3). This fact comes to show that the early stage of consolidation among the German savings banks was predominantly driven by the political agenda of establishing an appropriate organizational structure of the savings banks in Eastern Germany after the Unification. On the other hand, the mergers after 1999 do not have a geographical pattern and are evenly distributed across the country. 

Under these circumstances, it would be misleading to draw conclusions on the efficiency effects of German savings banks consolidation by conducting a single regression on the full sample of data for the whole period of time. Therefore, we consider it appropriate to perform two separate analyses, namely, one on the effect of Eastern German savings banks mergers in the period 1993-1998, and a second one on the recent mergers of no political agenda in the period 1999-2004.      

 This paper enriches the debate on the effects of bank mergers in Germany by focusing on the specifics of this process within the largest state-owned banking group in the EU, namely, that of the savings banks. It is the first one to distinguish the post-Unification merger effects from the rest of the sample. Moreover, the accounting ratios used to measure efficiency have been specifically designed to best capture operational efficiency. 

The paper is structured in four sections. The first section reviews the existing literature on the efficiency effects of bank mergers focusing on the findings related to German banking sector consolidation. The second section provides an overview of the German banking sector with a special emphasis on the Savings Banks Group (Sparkassen Gruppe). Corporate governance, legal frameworks, and organizational structures in the German banking industry are being outlined in order to facilitate the understanding of the motives and constraints of bank consolidation in Germany. The financial performance of different banks in Germany is also being outlined there. The third section presents the empirical results of the conducted econometric analysis on the efficiency effects of bank mergers among the German savings banks. The fourth section summarizes and concludes.

Section 1.  Literature Review on Banking Sector Consolidation and Efficiency Effects

The existing analyses of the effects of bank consolidation could be broadly divided into two types, namely, static analyses and dynamic analyses (Berger, Demsetz, and Strahan 1998). The former are usually conducted prior to consolidation events such as mergers and acquisitions (M&As) and aim at detecting potential consequences on performance prior to M&As. The dynamic analyses, on the other hand, study the ex-post effect of M&As by comparing the performance of the participating institution before and after the event or by comparing it with other non-participating institutions. Comprehensive overviews of the consolidation effects in the financial services industry in the U.S. and Europe are provided by Berger, Demsetz, and Strahan (1998) and Amel, Barnes, Panetta, and Salleo (2003). For the purposes of this paper, we would like to mainly focus on the findings of the dynamic studies on cost and profit efficiency conducted for bank M&As in the U.S. and Europe.  

Dynamic studies on cost X-efficiency, the managerial skills to control cost, show little or no improvements on average for the U.S. banks in 1980s (Berger and Humphrey 1992, Rhoades 1998, Peristiani 1997). The 1990s data also provides evidence of very modest cost efficiency gains (Berger 1998).  M&As, however, have led to higher profit efficiency due to improved risks diversification both in 1980s and 1990s (Akhavein, Berger, and Humphrey 1997, Berger 1998).

Studies on the European bank mergers and acquisitions in general find mixed results on cost X-efficiency. Vander Vennet (1996), for example, concludes that improvements in cost efficiency are to be associated with mergers among banks of equal size.  Studies on Italian banks (Resti 1998) and U.K. building societies (Haynes and Thompson 1999) support that by finding economies of scale in the case of M&As among domestic small banks. Focarelli, Panetta, and Salleo (2003) study M&As among Italian banks over the period 1985-1996. They relate the observed ROE increases to a more efficient capital use in the case of mergers, and to improvements in the quality of loan portfolios in the case of acquisitions.   
Considering the holding-like structure of the German Savings Banks Group (Breuer and Mark 2004) to which all German savings banks belong, it is worth making a short review of the international literature on multi-bank holding companies and intra-holding bank mergers.

Intra-company bank mergers are associated with corporate reorganizations that aim at reducing the number of banks within multi-bank holding companies, or completely changing the corporate form into a one-bank holding company (DeYoung and Whalen 1994). The relationship between organizational structure and performance is studied in detail by Williamson (1970). Williamson argues that companies like the multi-bank holding companies usually outperform differently structured competitors. He particularly emphasizes the role of the decision power allocation between the center and the subordinate levels. Cost savings and X-efficiency gains could vary depending on which functions and decisions are decentralized, and which remain at the center. 

Newman and Shrieves (1993) test Williamson’s hypothesis by analyzing the performance of over 1700 banks of different organizational form. They divide the banks into four revenue groups, and estimate efficiency measures for each bank in the group. The authors find that the multi-bank holding subsidiaries are more efficient than independent banks in the three smallest revenue groups, and more efficient than one-bank holding structures in the middle two revenue groups. Banks in the largest revenue group are not found to differ substantially in efficiency.    

There are only few studies on the effects of intra-company bank mergers. Linder and Crane (1992) find out that in more than three-quarters of the 25 intra-company bank mergers they study, the return on assets increases in the year following the merger and this improvement is sustained in the second year as well. Non-interest costs to assets, however, also increase after the merger compared to non-merger peers. Thus, this study fails to provide simultaneous evidence on both profitability and cost efficiency gains of intra-company mergers.  

DeYoung (1993) studies 348 bank mergers of which 43 percent were intra-company ones. The author estimates pre- and post-merger cost efficiency by applying a thick frontier approach. Prior to merger, the acquiring bank was more cost efficient than the target in only 42 percent of the intra-company mergers. However, in the three-year period after the merger, cost efficiency improved in about 64 percent of the cases. 

The German banking sector consolidation has gained special attention in recent years due to the increased number of M&As in the sector as well as the political discussion on the profitability and the future of German banks. Following is an overview of recent studies on M&As in the German  banking sector. 

Koetter (2005) presents most recent findings on mergers in the whole German banking sector in the period 1997-2003. According to the taxonomy applied by the author, every second bank merger is found out to be a success although the “margin of success is narrow”. 

Elsas (2004) finds out a strong relationship between the financial performance of target banks and merger decisions among 3 600 German savings and cooperative banks. Most of the target banks were in financial distress with large amounts of non-performing loans. The distress mergers in these cases usually resulted in portfolio improvements and a reduction of bad loan provisions. In the medium-term, however, a decrease in profitability was also registered.  The overall post-merger efficiency effects are considered satisfactory, having in mind the incentives behind most of the studied mergers, namely, the prevention of bank failures. 

Lang and Welzel (1999) study 283 mergers among Bavarian cooperative banks in the period 1989- 1997. They estimate a frontier cost function with a time-variable stochastic efficiency term. They compare actual mergers to hypothetical ones and find no evidence of efficiency gains in the post merger period except for “leveling off of differences among the merging units”. 
Tebroke (1993) studies 154 mergers among cooperative banks in Germany. In most of the cases, the acquiring bank had a higher profitability than the target, and this unfortunately did not improve after the merger. Forty percent of the target banks, however, improved their efficiency indicators after the merger.

There are, however, only two studies known to the authors that focus entirely on mergers among the German savings banks, namely, the study by Kessler (1996) and the one by Haun (1996). 

Kessler (1996) studies the effects of the increased scale of operations due to intra-group mergers.  He finds out that small savings banks cannot fully take advantage of the cost savings potential associated with service standardizations. Larger savings banks, at the same time, are in a better position to compensate for losses through increases in their fee-based business. On the other hand, small banks are found to be better in adjusting their internal structure to the business developments following the merger. 

Haun (1996) assesses the success of mergers along five characteristics, namely, size, operational results, services, liquidity, and profitability. Haun analyses uni-variately 68 indicators. He finds out that the operating profitability decreases after the merger due to increased personnel costs. In addition, the asset growth as well as the amount of total revenues worsen in the years after the merger. The results of the regression analyses provide evidence that mergers had a positive effect for those of the involved banks with worse performance before the merger. 

Section 2. Overview of the German Banking Sector with a Focus on the Savings Banks Group
2.1. Overview

Germany is characterized by a universal banking system (Hackethal and Schmidt 2005). There are no legal restrictions to the business activities banks can perform. Bank institutions could be classified into three main pillars, namely, that of the commercial banks, the savings banks, and the cooperative banks (see Table 1).   

Table 1. Structure of the German Banking Sector
	Year
	Savings 

Banks
	Cooperative Banks
	Private 

Banks*
	Total

	1994
	657
	2,666
	339
	3,727

	1995
	626
	2,591
	338
	3,622

	1996
	607
	2,510
	334
	3,517

	1997
	598
	2,420
	329
	3,414

	1998
	594
	2,256
	331
	3,246

	1999
	578
	2,035
	294
	2,999

	2000
	562
	1,792
	298
	2,740

	2001
	537
	1,619
	283
	2,521

	2002
	520
	1,489
	277
	2,365

	2003
	491
	1,393
	265
	2,226

	2004
	477
	1,336
	257
	2,147


* Private Banks includes the sub-groups: big banks, regional and other banks, and branches of foreign banks

Source: Deutsche Bundesbank

The severe competition among the numerous banks in the country is often cited as the main reason for the low profitability of the sector. The four biggest banks accounted for only 16% of combined domestic assets at end-2003 (Hackethal and Schmidt 2005). The relative large number of banks along with the lower than the average European bank profitability of the German banking sector have drawn further attention to the process of consolidation in the sector. In fact, bank mergers have been on the rise, resulting in a 30 percent decrease of total institutions over the last ten years.

However, this banking consolidation has been taking place mainly within the three pillars due to existing legal constraints to cross-pillar mergers and acquisitions.  In order to better understand the characteristics of the German banking system as well as the motives behind the legal barriers to cross-pillar M&As, it is worth noting two additional facts related to the  German corporate governance system. 

First of all, compared to the shareholder value maximization principle of corporate governance in countries like the U.S. and U.K., firms in Germany are run in the sense that they should pursue the interests of stakeholders such as employees and customers along with those of the shareholders. The codetermination principle in Germany, for example, envisages that employees in large companies are equally represented on the supervisory boards of these companies (Mitbestimmungsgesetz 1976). Allen and Gale (2002) attribute this characteristic of the German corporate governance to the so-called “stakeholder capitalism” which is also evident in countries like Japan and France. 

Secondly, in the case of the German banking system, this stakeholder corporate governance is particularly evident in the case of the cooperative banks as well as the savings banks. As described later on in this section, both banking groups are not pursuing strictly profit-maximizing goals in their business operations. At the same time, these two pillars represent together about 80% of all German banks or approximately 48% of total bank assets in the country at the end of 2003 (Hackethal and Schmidt 2005). 

Considerations such as the high market share of the two banking groups, the lack of market control mechanisms such as hostile mergers across the pillars, and the “social mandates” of the cooperative and saving banks raise important questions related to the efficiency of the German banking system. At the same time, simple descriptive analysis shows that in terms of profitability measured by ROE and cost efficiency measured by CIR, the cooperative and the savings banks have been outperforming the private, entirely profit-oriented banks in the last years (see Figure 1). These considerations have also motivated us to closely study the consolidation process and its efficiency effects in the particular case of the savings banks group. Therefore, after the following overview of recent developments in the other two banking pillars, a detailed description is presented on the structure and characteristics of the German savings banks group.    

Figure 1. CIR and ROE Ratios in the German Banking Sectors

 
[image: image1.wmf]

Administrative Costs to Operational 

Income

0

10

20

30

40

50

60

70

80

90

2000

2001

2002



 EMBED Excel.Chart.8 \s [image: image2.wmf]Return on Equity 

-0,5

1,5

3,5

5,5

7,5

9,5

11,5

13,5

15,5

17,5

1998

1999

2000

2001

2002

%

Sparkassen

Kreditgenossenschaften

Kreditbanken


Source: Deutsche Bundesbank

2.2. The Pillars of the Cooperative Banks and the Private Banks

The pillar of commercial banks in Germany includes the big four private banks (Deutsche Bank, Hypovereinsbank, Dresdner Bank, and Commerzbank) which account for about two thirds of this pillar’s business (IMF Report 2003). In addition, the Postbank, the foreign banks in the country as well as a large number of small privately-owned banks belong to this pillar. All commercial banks operate as typical universal banks with a great portion of their portfolio consisting of investments in private businesses.  The big four banks have a long history in investment banking, owning substantial shares in large domestic companies. There are no geographical restrictions on the business of commercial banks. In addition, these banks support their own deposit insurance system different from the ones run by the savings banks and the cooperative banks. 

On a cumulative basis, the big banks and the regional banks account for around 24 percent of total non-bank loans, while their equity amounts to 33 percent of total banking equity. In comparison, the savings banks and Landesbanken together provided 37 percent of total non-bank loans, while their equity was in the amount of 37 percent of total as of 2003.  These figures just come to show that the private commercial banks in Germany rely strongly on their provision-based business including asset management and securities trading.  

Although, the commercial banks are the outspoken profit-maximizers in the sector, they have been outperformed by the other two banking pillars in recent years (see Figure 3 and 4). The weak profitability of private banks is further exacerbated by low interest margins due to severe competition from locally operating savings and co-operative banks. The private banks, most of all, need to increase their scale of operations and profitability; therefore, they pursue most ardently merger and acquisition opportunities. This process has already started within the pillar where the commercial banks decreased from 290 to 261 in the period 1999-2003 mainly due to M&As among themselves (see Table 1).   

The second pillar of the cooperative banks boasts with the greatest number of bank institutions accounting for 60 percent of total banks.  However, these are usually among the smallest banks with assets under 500 million euros, operating locally. The cooperative banks are owned by their members who are, at the same time, their depositors. The main objective of these banks is the provision of retail banking services to their members, rather than profit maximization. Moreover, similar to the savings banks group, the cooperative banks operate under an umbrella structure, which allows for significant cost savings due to the bundling of back-office and wholesale operations. In addition, the other financial institutions that belong to the cooperative banks group, namely, one transactions bank, one insurance company, one building society, three mortgage banks, and one investment management company facilitate the achievement of scope economies through cross-selling of financial products. Furthermore, scale economies are pursued through mergers among the cooperative banks, this resulting in about 30 percent decrease of the number of cooperative banks over the last five years. 

2.3. The Pillar of the Savings Banks Group (Sparkassen Gruppe)

The third banking pillar in Germany consists of the savings banks group. As of 2004, this financial group included 12 regional public banks (Landesbanken), 477 savings banks (Sparkassen), the DGZ-Deka Bank (the central bank to all Landesbanken), 21 public insurance companies, 11 building societies (Landesbausparkassen), as well as various leasing and factoring companies. The savings banks are set up as independent entities by local authorities and are governed by respective Savings Banks Laws in each regional state. Their operations are restricted to the area of the local authority that owns them, and thus do not compete with each other. 

The process of consolidation due to bank mergers is particularly pronounced in this sector as could be seen from Table 1 and Table 2. 

Table 2.  German Savings Banks Mergers (including multiple- bank mergers) 

	 
	of which in East Germany
	 Annual Total

	1991
	1
	16

	1992
	8
	23

	1993
	7
	18

	1994
	27
	39

	1995
	22
	23

	1996
	7
	13

	1997
	3
	8

	1998
	2
	4

	1999
	4
	16

	2000
	0
	14

	2001
	4
	21

	2002
	1
	17

	2003
	3
	28

	2004
	5
	11

	Total
	94
	251


Source: DSGV

The Sparkassen Guppe as a form of a holding structure

The German Savings Banks Group could be considered as a “hybrid” form of the typical holding structures (Breuer and Mark 2004), the main difference being the bottom-up decision-making process in the case of the Group. The executive power is decentralized at the level of the independent group partners, while the achievement of common goals is coordinated from the top. 

The alliance is structured into three levels (Breuer and Mark 2004, Steiner 1994). The primary level consists of the savings banks themselves, operating as independent banks in their respective regions. The secondary level includes the regional associations of the savings banks, which, along with the respective regional government, own the regional banks, Landesbanken. The top third level comprises of the German Association of Sparkassen and Landesbanken, DSGV, (with shareholders the regional savings banks associations and the Landesbanken) and the Deka Bank (with shareholders the DSGV and the Landesbanken). 

Public guarantees vs. Organizational Synergies 

Until June 2005, there existed two public guarantees on the maintenance and liquidity of savings banks and Landesbanken, namely, the “Anstaltslast” (maintenance obligation) and the “Gewährträgerhaftung” (liability obligation), which were, however, never triggered off. Still these were believed to have had an implicit beneficial effect on the financing terms of the Landesbanken, which serve as central banks to the savings banks. 

Some argue that the public guarantees on maintenance and liquidity used to unfairly advantage savings banks in obtaining cheaper refinancing from the Landesbanken, thus improving their competitiveness.  A counterargument, however, is that the relationship-based model of decentralized banking applied by savings banks along with their organizational structure play a much more decisive role for securing their market position and better performance (see Figure 1). Further evidence in favor of this latter argument is presented below. 
The alliance structure of the Sparkassen Gruppe and efficiency
The different cooperation forms among the member institutions of the Sparkassen Gruppe provide the potential for significant cost savings. Such savings potentials are particularly recognized in the case of the management of production costs, coordination cost, and agency-costs arising from asymmetric information distribution. 

Significant production cost savings within the Sparkassen Gruppe are reached, for example, through the ongoing standardization of the credit processing, which results in the reduction of both fixed costs as well as variable unit costs. This is possible due to the fact that, except for the credit decision itself, all other credit-processing steps (credit rating, evaluation, documentation, as well as the repayments supervision) are, to a great extent, standardizable.

Moreover, the outplacement of the credit processing operations into “credit factories” allows for substantial cost economies of scale. This outplacement could take place either in the form of outsourcing to an external partner or through the creation of a “credit factories” within the group itself.      

Economies of scale are also exploited in the case of back-office payments processing. These operations are concentrated into three centers, which process the payments transaction of all the member institutions. Moreover, these centers are also commissioned by external institutions to perform the same services. 

Furthermore, the application of a unified rating methodology within the Sparkassen Gruppe is of particular importance for reducing agency-costs. A single rating methodology provides the basis for a unified risk assessment at the level of the individual member institutions, which in turn, facilitates the internal credit risk trading. In addition, the standardized rating provides the possibility to differentiate between different risk segments among client groups, thus ensuring further efficiency gains through improved risk management.
The “public mandate” of the Sparkassen Gruppe and the profit-maximization objective 
The savings banks pursue a “public-welfare and task oriented business policy”(Berndt 2004) that aims to support local economic development by ensuring financial services to small and medium enterprises as well as to a wide range of the local population. Although profit maximization is not the main business objective of these banks, profitable operations are important, since retained profits are the main source of capital increase, and thus a decisive factor for business growth. With regards to this, the goal of profit maximization is rightly pursued by the savings banks as well (Nippel 2000).
Moreover, there are additional pressures from within the Group that demand profitable operations from the savings banks. The first one is related to the institutional deposit insurance scheme to which all savings banks contribute. The shared liability upon default of any of the members implies strict peer control in order to prevent potential failures. There are different preventive measures undertaken in this respect, distress mergers being one of these.

Secondly, all savings banks operate under the common mark of Sparkassen, therefore, there is a high inter-group pressure to avoid any misconduct that would blemish the mark.

All these corporate checks and balances imply efficient and profit-oriented performance of the savings banks.  
Macroeconomic and Political Factors

The consolidation process in the Savings Banks Group in the last 15 years has been substantially influenced by important political and macroeconomic factors (see Figure 2). The political decision on the Unification of East and West Germany in 1990 posed a particular challenge to the re-union and financial stabilization of the newly independent East German savings banks. Evidence of this process is presented by the significant number of mergers among East German savings banks in the first several years after Unification, namely, in the period 1993-1998. Out of 144 total number of savings banks mergers (including multiple bank mergers), 77 were among East German ones (see Table 2).

Furthermore, other political events with significant macroeconomic impacts such as the introduction of the “European pass” for banks in 1993 as well as the introduction of the Euro in 1999 have aimed at improving the competitiveness and efficiency of the European banking sectors in general by facilitating entry in these markets.

Figure 2. Savings Banks Consolidation and Major Political and Economic Factors
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Finally, the technology progress along with the deregulation measures has further increased competition in the European banking sectors by reducing the entry barriers to new market participants such as online banks.

Considering the intricate organizational structure of the German savings banks outlined above as well as the variety of external political and macroeconomic factors, it is difficult to formulate a preliminary hypothesis as to the motives for mergers among the savings banks for a long period such as 1993-2004. It could be expected, though, that the stabilization and the re-union of the East German savings banks after the Unification in 1990 would have impacted the consolidation process in a way completely different from the mergers that took place later on when the public guarantees were eliminated and the competitiveness pressures in the sector have significantly increased. The empirical study that follows would try to provide further insights as to the nature of mergers among the German savings banks by looking into the post-merger efficiency effects.     

Section 3.  Empirical Evidence

3.1. The Methodology

The paper uses a comprehensive database of balance sheet data and financial indicators of all the 477 savings banks over the period 1993-2004. The data are provided directly by the Association of German Savings Banks (DSGV).  

Several adjustments to the database were made in order to accommodate the purposes of this research. First of all, savings banks with average assets exceeding 9 billion Euros were excluded from the sample since they present too high a deviation from the average size of a savings bank, being about 2 billion Euros, and thus are expected to bias the results. Furthermore, two additional sub-panels are formed from the new database in order to enable us compare the efficiency effects of mergers in the two periods of interest, namely, 1993-1998 and 1999-2004. The one sub-sample (Panel B) includes only those mergers (70 in number) that took place in the period 1993-1998, while the other sub-sample (Panel C) includes the 1999-2004 mergers (62 in number). The base group in both sub-samples remains all other savings banks that did not undergo any mergers. The overall effects of mergers are analyzed by running separate regressions on the full sample after adjustments (429 savings banks) over the whole period of 1993-2004 (Panel A), and including all mergers from Panels B and C (132 in number). The number of mergers used in the overall analysis differs from the one reported in Table 2 due to the loss of merger observations as a result of the outlier corrections. Moreover, Table 2 counts as separate each preceding merger in which one and the same bank took place rather than the last one, thus resulting in the higher merger number. Table 3 presents a summary statistics of the data in the three panels.
A dynamic analysis of the efficiency effects of bank mergers is conducted by comparing the financial performance of merger- involved banks to non-merger banks. A dynamic panel-data model is applied instead of the popular fixed-effects panel models, which could be argued to be inferior due to the problem of endogeneity extensively discussed later on. 

Two especially designed financial indicators are used to measure performance, namely, a cost-income ratio with corrected net interest income (Schierenbeck 1987) and a return on equity ratio accounting for hidden reserves (Krümmel 1983). The CIR used for this analysis is the ratio of the expenses for salaries and materials to the sum of net interest corrected for the net loan losses and valuations from trading operations, net commisions/fees, net trading result, and net extraordinary result. The ROE used is the ratio of the sum of the financial result and the annual change in reserves to the own capital. 

Pro-forma balance sheets are constructed for the merger banks by consolidating the financial statements of the involved parties. Thus, a single time series for each of the studied indicators is available, which allows for capturing the performance dynamics before and after the merger.  Robustness against outliers is achieved by using the percentile ranking (with values from 1 to 100) of the dependent variables instead of their level values. This is considered a better approach in comparison to the alternative methodology of eliminating outliers since it does not cause loss of information (Berger 1998, Focarelli, Panetta, and Salleo 2002). Moreover, the short-term, medium-term, as well as long-term effects of mergers are taken into consideration in the construction of merger dummy variables.

The following dynamic unobserved effects model is estimated to analyze the efficiency effect of mergers by using the cost-income ratio and the return on equity ratio before taxes as dependent variables (
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Banks of similar size and characteristics could vary in their financial performance due to factors such as management skills or regional economic characteristics. These effects are integrated in the model under the fixed-effects term (
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).  Macroeconomic effects (GDP fluctuations, inflation, etc.) affecting all banks are also being controlled for by including a set of (T-1) year dummy variables (
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).  The effects are constant for all banks but varying over the covered period. Assets (total assets) and Assets2 (the square of total assets) control for differences in cost and revenue structures due to bank size.  

Two lags of the dependent variable are included in the model as regressors to control for any adjustment effects of past shocks on the explained variables. The inclusion of these lags captures the history of any relevant determinant of
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, thus preventing potential omitted variable biases. 

Merger, Merger1to3 and Mergerover3 are dummy variables that take a value of 1 respectively in the bank year of the merger (year 0), in the three following years (years 1 to 3) and in all the years after the third (years>3). The explaining variables Merger0, Merger1to3, and Mergerover3 are treated as endogenous since they violate the strict exogeneity condition, which rules out any kind of feedback from the dependent variable to the regressors. The strict exogeneity assumption fails since it is allowed that current or past values of 
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 have an influence on the merger decision, i.e. 
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 is an uncorrelated zero-mean random error (idiosyncratic error).

Considering these specifics of the model, the two-step dynamic panel-data estimator according to Arellano-Bond (1991) is applied for efficient estimates.   

Table 3. Data Summary Statistics

The summary statistics refer to the banks in the three panels described above, namely, Panel A, B, and C. Assets represents total bank assets in billions of Euros. The panel is balanced with T=11.

	Variables
	Obs.
	Mean
	Std.Dev.
	Min.
	Max.

	Panel A: Total sample of bank mergers in the period 1993-2004

	Assets
	5,148
	1.63
	1.39
	0.18
	9.20

	CIR
	5,148
	72.79
	19.34
	-276.63
	398.48

	ROE
	5,148
	18.01
	12.17
	-96.58
	101.75

	Panel B: Sub- sample of bank mergers in the period 1993-1998

	Assets
	4,404
	1.50
	1.31
	0.18
	9.20

	CIR
	4,404
	72.54
	17.21
	-161.95
	357.9

	ROE
	4,404
	18.36
	12.30
	-96.58
	101.75

	Panel C: Sub- sample of bank mergers in the period 1999-2004

	Assets
	3,996
	1.67
	1.43
	0.212
	8.39

	CIR
	3,996
	72.05
	19.53
	-276.63
	398.48

	ROE
	3,996
	18.12
	11.98
	-96.58
	101.75


3.2. The Results

3.2.1. Dynamic Effects on Operating Costs

Table 4 shows both Arellano-Bond two-step and one-step estimation results of the regression model according to equation (1) applied to the three panels A, B, and C. Inference on the coefficients is based on the one-step GMM estimator since the standard asymptotic Wald tests are found to be more reliable (see Arellano/Bond 1991; and Bond/Windmeijer 2002)
. 

For the post-Unification mergers that involved mainly East Germany savings banks in the period 1993-1998 (Panel B), the coefficient in front of the Merger dummy variable in the one-step estimation is positive and statistically significant. This indicates that, in the year of the merger, the merger-banks on average under-performed their non-merger peers. This underperformance is an indication of the weak financial position of the merging Eastern savings banks and the distress motive behind these mergers cannot be discarded.

In the medium- and long-term, the average cost-income ratio of Panel B merged banks improves slightly compared to its value in the merger-year, however, it remains worse than that of the non-merger base group (the Merger1to3 and Mergerover3 dummy coefficients decrease in value but remain positive and statistically significant). This result comes to show that the cost efficiency problems with the 1993-1998 mergers go beyond the usual one-time transaction and deadweight costs incurred in the year of the merger such as IT integration costs and one-time extra burden of non-performing loan losses typically on the portfolio of the target bank. Much more accountable for the bad financial performance of Eastern savings banks mergers seem to be factors such as the lack of management talent as well as the underdeveloped financial markets and infrastructure in the former socialist regions.         
The cost efficiency effects of mergers that took place in recent years, namely, between 1999 and 2004, (Panel C) entirely contrast the Panel B results. The coefficient in front of the Merger dummy variable is negative and statistically significant which suggests that in the year of the merger, the merger banks outperformed on average their non-merger peers in terms of CIR. This trend is sustained in the medium- and long-run with the Merger1to3 and Mergerover3 dummy coefficients remaining negative and statistically significant. 

The positive efficiency effects of 1999-2004 mergers should be interpreted in the context of the changed economic and political environment. The competitive pressures in the European financial markets have significantly increased with the introduction of the single European currency, the Euro, in 1999. Along with the “European passport” for banks, the single currency dramatically reduces the market entry costs for foreign banks, thus increasing the competitive forces in the domestic European banking sectors, including the German one. Competition in German banking has been further intensified by the development of advanced IT systems that enable the market entry of new market players such as the online-banks (Deutsche Bundesbank 1998). Finally, the political debate triggered off by the 2001 decision of the European Commission to eliminate the public guarantees attached to the German savings banks effective in July 2005, increased the awareness of German banks of the higher demands for better and more efficient performance in order to withstand the international competitive pressures and take-over ambitions. 

Taking these factors into consideration, the positive efficiency effects of Panel C savings banks mergers could be related to efficiency-driven merger motives such as growth-induced revenue strengthening, cost reductions due to better risk diversification, overthrow of inefficient management, etc. 
Considering the opposite and statistically significant efficiency effects of Panel B and C, the economic and statistical insignificance of the Panel A coefficients in front of the merger dummy variables does not come surprising. It highlights the importance of differentiating between time periods, macroeconomic environments, and motives when trying to detect average trends of bank mergers in a sample like ours.

The only statistically significant coefficient is the one in front of the Merger dummy variable with a negative sign. It could be assumed that once merged in a single sample, the magnitude of the negative sign of the Merger coefficient in Panel C outweighs that of the positively signed one in Panel B, thus resulting in the negative sign of the Panel A Merger coefficient.   

The slight differences in the coefficients between the one-step and the two-step estimations in the three panels are most likely due to heteroskedasticity. The Sargan-test of over-identifying restrictions fails to reject the null hypothesis that instrumental variables are uncorrelated with the idiosyncratic error term for all the three panel regressions. Moreover, the Arellano-Bond tests of first- and second-order autocorrelation further support the robustness of the applied estimation model by proving that the errors are serially uncorrelated. The lack of serial correlation of the idiosyncratic errors is a condition for the consistency of models with lagged dependent variables as regressors. The serial uncorrelation, in turn, implies that the first-differenced errors must be serially correlated, which is actually confirmed by the performed Arellano-Bond autocorrelation tests. The null hypothesis of no first-order autocorrelation is rejected for all the regressions in Table 4. At the same time, the hypothesis of no second-order autocorrelation is not rejected (see Table 4).

3.2.2. Dynamic Effects on Profitability

 In all the three panels presented in Table 4, the ROE coefficient estimates appear with the opposite signs to those of the CIR coefficient estimates. Their economic significance, however, is significantly larger than that of the CIR coefficient estimates. 

The average ROE performance of Panel B mergers has remained consistently under that of their non-merger peers throughout the whole period of the analysis. Moreover, the coefficient estimates in front of the Merger1to3 and Mergerover3 dummy variables suggest that on average the ROE has been steadily deteriorating compared to their non-merger peers in the medium- and long-run although the average CIR estimates have been slightly improving in the same time span. This is an indication of a rapid deterioration of the capital base, whose strength in the case of saving banks highly depends on the amount of retained earnings.

In contrast to the early bank mergers in Panel B, the mergers that took place between 1999 and 2004 (Panel C) outperform in terms of ROE their non-merger peers in the three year period and on after the merger (the coefficients in front of the Merger1to3 and Mergerover3 dummy variables are positive and statistically significant). The better profitability of the 1999-2004 mergers could be related to a more efficient use of capital due to its reallocation to areas with higher economic growth. This hypothesis is supported by the fact that the mergers that took place in the period 1999-2004 took place mainly among savings banks in economically advanced regions such as Bayern and Baden-Württemberg.

The small positive value and the statistical insignificance of the ROE coefficient estimate in Panel C in the year of the merger could be related to the usual one-time transaction and deadweight costs related to the merger itself such as IT integration costs, extra burden of non-performing loan losses in the case of distress-mergers, internal restructuring.

The overall profitability effect of savings banks mergers for the whole period of 1993-2004 is presented in Panel A. The estimate coefficients in front of the Merger, Merger1to3 and Mergerover3 dummy variables are all positive and statistically significant.  Similar to the CIR analysis, the positive profitability effect of Panel C mergers dominates the overall result as well. This result could be explained with the fact that the ROE of most merger banks in Panel B belong to the lowest percentile ranks (rank 1 to 5 out of 100 ranks) and thus are treated rather as outliers and are not representative of the average ROE developments for the combined mergers sample. Thus, on average, the savings banks mergers in the period 1993-2004 indicate profitability improvements compared to their non-merger peers as is also the case with Panel C mergers.  

Several tests prove the robustness of the estimates. The Sargan-test of over-identifying restrictions fails to reject the null hypothesis that all instrumental variables are uncorrelated with the error term (p-value = 0.458). In addition, the Arellano-Bond tests of first- and second-order autocorrelation prove that an important model condition is met, namely, that the errors are serially uncorrelated. 

3.3. Robustness Test

In order to prove the robustness of the Arellano-Bond estimates, we have estimated the same model as in (1) with the level values rather than the percentile ranking of the dependent variables, CIR and ROE. The results of these estimates do not differ significantly from those presented in Table 4. 
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Moreover, we have also used the simple two-way fixed-effects regression model in equation (2) to prove the robustness of the Arellano-Bond estimates. 
The problem with the model in (2) is that the strict exogeneity assumption is violated since the merger dummy variables cannot be assumed to be strictly exogenous. Although we have used the fixed-effects instead of first differencing in the estimations considering the fact that with T>2, the fixed-effects estimator can have less bias as 
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  (see Wooldridge 2002), most of the coefficients in the fixed-effects robustness estimates have turned out to be statistically insignificant, and thus could not be used to evaluate the robustness of the Arellano-Bond estimates in Table 4.    

Table 4. Effects of Mergers on Bank Cost Efficiency and Profitability
The table reports the estimates of the following dynamic unobserved effects model in first differences:
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where  
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 stands for the variables of interest, namely, CIR and ROE. 
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 and 
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 are respectively a bank-specific unobserved effect and a calendar year-specific effect. A set of  (T-1) year dummy variables is used in order to avoid perfect collinearity.  Merger, Merger1to3 and Mergerover3 are dummy variables that take a value of 1 respectively in the bank year of the merger (year 0), in the three following years (years 1 to 3) and in all the years after the third (years>3). Assetsmrd stands for the bank’s total assets in billions of Euros. Assets2 is the square of Assets. 
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is a zero-mean random error (idiosyncratic error).
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 are coefficients to be estimated. The dynamic panel regressions are estimated by GMM according to Arellano and Bond (1991). Both the Arellano-Bond one-step and two-step estimates are reported. In addition, the Sargan-test of over-identifying restrictions as well as the Arellano-Bond tests of second-order autocorrelation are reported in the table. Lack of second-order autocorrelation is required for consistency of the estimates. The null hypothesis under the Sargan-test is of no model specification error. The percentile ranking of the dependent variables (i.e. ranks between 1 and 100) is used in all the panels. CIR/ROE of rank 1 would indicate that the respective bank belongs to the percentile of banks with the lowest CIR/ROE. The model is in first differences. Standard errors are reported in parentheses. These are heteroskedasticity robust for the one-step estimations.   Based on one-sided significance tests:  × indicates significance at the 10%-level, *significance at the 5%- level, ** significance at the 1%-level 

	Dependent 

Variable


	Merger
	Merger1to3
	Mergerover3
	Second-order autocorr. test

(p-value)
	Sargan-test

(p-value)
	N

	
	Arellano-Bond one-step
	Arellano-Bond two-step 
	Arellano-Bond one-step
	Arellano-Bond two-step 
	Arellano-Bond one-step
	Arellano-Bond two-step 
	
	
	

	Panel A: Full sample of bank mergers in the period  1993-2004

	CIR
	
	
	
	
	
	
	
	
	

	
	-2.840*

(1.442)
	-3.402**    (1.102)
	-0.960

(0.904)    
	-1.325*

(0.705)
	-1.230

(1.007)     
	-1.609*

(0.760)
	0.968
	0.999
	3,861

	ROE 
	
	
	
	
	
	
	
	
	

	
	5.867**   (1.655)    
	4.749**

(1.452)
	3.725**   (1.031)     
	3.377**

(0.736)
	3.723**   (1.165)     
	3.400**

(0.773)
	0.355
	0.972
	3,843

	Panel B: Sub- sample of bank mergers in the period 1993-1998

	CIR
	
	
	
	
	
	
	
	
	

	
	8.047*

(4.063)   
	10.220**

(2.928)     
	6.830*

(3.056)    
	8.441**

(2.064)
	6.821*

( 3.102)  
	8.329**

(2.109)
	0.431
	0.991
	3,303

	ROE
	
	
	
	
	
	
	
	
	

	
	-9.797*   (4.622)
	-13.086**

(3.402)
	-13.821**  (4.262)    
	-18.647**

(3.231)
	-14.677**   (4.360)    
	-19.230**

(3.276)
	0.875
	0.999


	3,285

	Panel C: Sub- sample of bank mergers in the period 1999-2004

	CIR
	
	
	
	
	
	
	
	
	

	
	-3.166*

(1.583)   
	-3.756**

(1.398)    
	-3.166**   (1.213)     
	-4.142**

(1.279)
	-3.921**   (1.362)     
	-4.657**

(1.384)
	0.596
	0.999
	2,997

	ROE
	
	
	
	
	
	
	
	
	

	
	2.892×  

(1.726) 
	1.641

(1.691)
	7.047**

(1.463)
	6.484**

(1.521)
	7.802**

(1.654)
	7.334**

(1.654)
	0.675
	0.999


	2,987


Section 4.  Conclusions
The paper empirically studies the cost efficiency and profitability effects of 132 bank mergers among the German savings banks over the period 1993-2004 with the underlying motivation to explore the extent to which the consolidation process among these publicly- owned banks of a special form is efficiency driven.  

The econometric results on the full sample of bank mergers in the whole period of 1993-2004 provide evidence that, on average, these mergers outperformed their non-merger peers in terms of profitability in the medium- and long-run after the merger. 
In terms of cost efficiency, however, the regressional analysis on the whole sample fails to present clear results as to the effect of mergers. The estimation coefficients on the CIR appear with negative signs but they are statistically insignificant for the dummy variables capturing the medium- and long term effects. This fact encouraged us to look further into the data considering the fact that several significant political and economic events have taken place during the studied period which are highly probable to have differently impacted the mergers in the respective sub-periods.

The German Unification in 1990 is such a significant political event which explains the fact why 65 % of the savings banks mergers in the years after 1990, namely, 1993-1998, took place mainly among East German savings banks. These banks could not boast with a strong financial position after years of operation in a centrally-planned economy and needed urgently to be strengthened and integrated to the West German structures. Mergers presented such an opportunity. However, the results from the regressional analysis that we performed on these mergers in the period 1993-1998 come to show that on average CIR and ROE of the merged banks remained worse than those of their non-merger peers in the short-run, as well as the long run after the mergers. 

In contrast to the “rehabilitation mergers” of 1993-1998, the mergers that took place in the period 1999-2004 demonstrated strong positive effects on cost efficiency as well as profitability. These merger banks outperformed their non-merger peers in the short- as well as the long- run.  These findings do not come as surprising considering the increased competitive forces in banking in recent years along with the 2001 decision of the EC on the elimination of the savings banks public guarantees. Under these circumstances, banks are more likely to undertake mergers out of motives for efficiency improvements and growth.  
The application of a dynamic unobserved effects panel data model is preferred to a fixed-effects model since the inclusion of a lagged dependent variable as a regressor is found to significantly improve the model by capturing the full history of any determinants of the variable to be explained.  Moreover, the dynamic model applied by the authors differs from similar models applied by other researchers in the way the merger dummies of interest are treated. The authors treat the three merger dummy variables as endogenous since it is unrealistic to assume lack of any feedback from past 
[image: image18.wmf]y

 on the merger decision. In fact, there are studies showing that past financial performance is an important determinant in a merger decision among German savings banks (Elsas 2004).  

In general, the empirical evidence from the German savings banking sector comes to stress out the positive influence of developments such as financial deregulation and liberalization on the efficiency effects of bank mergers. In a highly competitive environment ensuring a level-playing field and low market entry barriers for all participants, the ownership of banks seem to have a subordinate role. In the case of the publicly-owned German savings banks, the mergers that took place in the years of increased competitive pressures have resulted in efficiency gains.  

Moreover, the special organizational structure of the Savings Banks Group seems to play an important role in explaining the positive overall effects of mergers. Thus, the case of the German savings banks group strongly supports the argument outlined by Williamson (1970) that multi-bank holding structures usually outperform their differently structured rivals.      
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� Arellano and Bond (1991) show that the usual asymptotic standard errors based on the two-step GMM estimator can be much too small, therefore, standard asymptotic tests based on the inefficient one-step GMM estimator are preferred.
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Diagramm2

		2000		2000		2000

		2001		2001		2001

		2002		2002		2002



Kreditbanken

Sparkassen

Kreditgenossenschaften

%

Administrative Costs to Operational Income

75.4

68.9

74.5

80.4

69.9

76.7

74.1

66.5

72.9



ROE

		

				Table 5. Return on Equity Ratios

				Eigenkapitalrentabilitaet (Jahres Ueberschussnach Steuernein) einzelner Bankengruppen in % des durchschnittlichen bilanziellen Eigenkapitals

						1998		1999		2000		2001		2002

				All Banks		10.2		6.51		6.07		4.73		2.78

				Kreditbanken		15.18		7.01		7.31		4.24		0.08

				Grossbanken		19.24		5.48		7.23		5.69		-3.3

				Regionalbanken und sonstigen Kreditbanken		11.54		10.08		7.41		1.26		6.73

				Landesbanken		6.34		5.92		4.22		4.01		1.51

				Sparkassen		6.52		6.12		6.02		5.06		4.65

				Genossenschaftliche Zentralbanken		23.13		3.98		8.84		2.74		4.94

				Kreditgenoss.		5.05		4.74		4.09		4.41		6.02

				Source: Deutsche Bundesbank
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		Table 2. Cost-Income Ratios, %

		Allgemeine Verwaltungsaufwendungen in Relation zu den Ertraegen aus dem operativen Bankgeschaeft

		Adminsitrative Costs to Operational Income

				2000		2001		2002

		All Banks		68.4		71		67.2

		Kreditbanken		75.4		80.4		74.1

		Grossbanken		79		83.8		77.9

		Regionalbanken und sonstigen Kreditbanken		70.2		75.4		69.2

		Zweigstellen auslaendischer		74.1		56.1		57.8

		Landesbanken		55.9		57.1		56.1

		Sparkassen		68.9		69.9		66.5

		Genossenschaftliche Zentralbanken		51.8		62.5		52.6

		Kreditgenossenschaften		74.5		76.7		72.9

		Source: Deutsche Bundesbank

		Allgemeine Verwaltungsaufwendungen in Relation zum Rohertrag

		Administrative costs to Core Income

				2000		2001		2002

		All Banks		74		77.2		71.2

		Kreditbanken		86.5		91.6		80.2

		Grossbanken		93.4		101.3		83.4

		Regionalbanken und sonstigen Kreditbanken		76.4		79		75.9

		Zweigstellen auslaendischer		137.7		66.7		64.6

		Landesbanken		62.7		64.4		62.5

		Sparkassen		69		70.9		67.9

		Genossenschaftliche Zentralbanken		57		71.8		66.1

		Kreditgenossenschaften		76.1		78.9		75.1

		Source: Deutsche Bundesbank

		1 Summe aus Zins- und Provisions ueberschuss (zinsueberschuss=saldo zinsertraege and zinsaufwendungen)= Rohertrag. – 2 Rohertrag

		zuzueglich Netto-Ergebnis aus Finanzgeschaeften

		sowie Saldo der sonstigen betrieblichen Ertraege und

		Aufwendungen.

		Deutsche Bundesbank
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				Table 1. Structure of the German Banking Sector

						Number of Institutions										Number of Branches						Number of Employees

						1999		2000		2001		2002		2003		2000		2001		2002		2000		2001		2002

				Total number of Banks		3168		2 733		2 518		2 418		2235		39 617		37 585		35 340		733 800		728 950		710 650

				Kreditbanken		290		314		304		354		261		6 520		5 576		5 122		219 650		215 300		203 350

				Grossbanken		4		4		4		4		4		2 873		2 369		2 256

				Regionalbanken		199		223		221		245		173		3 567		3 194		2 849

				Zweigstellen auslaendischer Banken		87		87		79		105		84		80		13		17

				Landesbanken		13		13		13		13		13		638		604		553		41 850		42 800		41 850

				Sparkassen		578		562		534		519		491		16 892		16 648		15 628		283 450		282 850		278 800

				Genossenschaftliche  Zentralbanken		4		3		2		2		2		25		18		12		7 300		6 950		6 050

				Kreditgenossenschaften		2035		1 795		1 621		1 490		1393		15 332		14 584		13 889		171 000		169 900		168 950

				Source: Deutsche Bundesbank

				1 Quelle: Bankstellenstatistik, in: Deutsche Bundesbank, Bankenstatistik,

				Statistisches Beiheft zum Monatsbericht 1, S. 104. Kreditinstitutsbegriff

				auf KWG bezogen, insoweit Abweichungen zu Angaben

				in der ¹Bilanzstatistik™ und der ¹Statistik der Gewinn- und

				Verlustrechnungen™. – 2 Ohne Bundesbank und Postbank; Quellen:

				Angaben aus Verbaenden Teilzeitbeschaeftigte nach ¹Koepfen™

				gerechnet. – 3 Beschaeftigte im privaten Bankgewerbe, einschl. der

				Realkreditinstitute in privater Rechtsform.–4 Nur im Bankgeschaeft

				hauptberuflich Beschaeftigte. – 5 Bescaeftigte bei oeffentlichrechtlichen

				Grundkreditanstalten (Realkreditinstitute in ˆffentlicher

				Rechtsform) und bei oeffentlich-rechtlichen Banken mit

				Sonderaufgaben. – 6 Nur im Innendienst Beschaeftigte.
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ProfitLoss Account Items

		

						Table  Selected Profit/Loass Account Items ( in million Euros)

								Number of Institions		Zinsüberschuss 2-3		Zinsertraege (insgesamt)		Zinsaufwendungen		Provisions-ueberschuss 5-6		Provisionsertraege		Provisionsaufwendungen		insgesamt 8+9		Personalaufwand		andere Verwaltungsaufwendungen		Teilbetriebsergebnis 1+4-7

										1		2		3		4		5		6		7		8		9		10

						All Banks

						1999		2 897		77 823		322 864		245 041		22 461		26 760		4 299		70 192		38 436		31 756		30 092

						2000		2 636		76 894		369 946		293 052		28 095		33 793		5 698		77 673		41 997		35 676		27 316

						2001		2 423		79 998		391 012		311 014		25 368		31 317		5 949		81 291		43 176		38 115		24 075

						2002		2 268		85 567		344 428		258 861		24 315		30 225		5 910		78 259		41 554		36 705		31 623

						Kreditbanken

						1999		224		25 774		90 035		64 261		12 619		14 556		1 937		30 862		15 821		15 041		7 531

						2000		224		25 731		117 211		91 480		16 822		19 617		2 795		36 806		18 562		18 244		5 747

						2001		213		27 230		120 978		93 748		15 227		18 588		3 361		38 909		19 155		19 754		3 548

						2002		206		30 850		101 745		70 895		13 893		17 144		3 251		35 882		17 411		18 471		8 861

						Sparkassen

						1999		578		22 263		51 228		28 965		4 637		4 868		231		18 012		10 784		7 228		8 888

						2000		561		21 526		52 774		31 248		5 052		5 355		303		18 335		10 993		7 342		8 243

						2001		536		21 606		54 522		32 916		4 743		5 019		276		18 688		11 076		7 612		7 661

						2002		519		23 177		53 809		30 632		4 773		5 054		281		18 965		11 295		7 670		8 985

						Source: Deutsche Bundesbank





AdmCost & OperResult  % of Bal 

		

						Table 3. Overall Adminsitartive Costs as a percentage of Average Balance

						Allgemeine Verwaltungsaufwendungen, % der durchschnittlichen Bilanzsumme

						Year		All Banks		Kreditbanken Total		Grossbanken		Regional Banks and other Credit banks		Landesbanken		Sparkassen		Genossenschaftlichen Zentralbanken		Kreditgenossenschaften

						1996		1.29		1.67		1.84		1.5		0.43		2.11		0.6		2.44

						1997		1.21		1.58		1.7		1.44		0.42		2.05		0.58		2.38

						1998		1.16		1.53		1.54		1.49		0.4		2.04		0.57		2.34

						1999		1.16		1.71		1.5		2.28		0.44		2.01		0.56		2.3

						2000		1.16		1.67		1.51		2.08		0.43		1.99		0.56		2.39

						2001		1.15		1.65		1.48		2.12		0.45		1.97		0.55		2.36

						2002		1.1		1.55		1.36		2.06		0.45		1.94		0.53		2.3

						Source: Deutsche Bundesbank

						Table 4.

						Betriebsergebnis, % der durchschnittlichen Bilanzsumme

						Year		All Banks		Kreditbanken Total		Grossbanken		Regional Banks and other Credit banks		Landesbanken		Sparkassen		Genossenschaftlichen Zentralbanken		Kreditgenossenschaften

						1996		0.51		0.55		0.54		0.58		0.28		0.8		0.46		0.72

						1997		0.46		0.5		0.4		0.61		0.26		0.72		0.38		0.62

						1998		0.41		0.47		0.32		0.65		0.2		0.69		0.26		0.54

						1999		0.41		0.38		0.2		0.81		0.25		0.87		0.19		0.54

						2000		0.3		0.36		0.24		0.63		0.22		0.44		0.05		0.35

						2001		0.19		0.14		0.05		0.36		0.14		0.32		0.01		0.22

						2002		0.1		0.15		0		0.5		0.14		0.27		0.06		0.16

						Source: Deutsche Bundesbank
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Tabelle1

		Savings Banks Mergers per Year

		Year		Total

				of which in East Germany

		1991		1		16

		1992		8		23

		1993		7		18

		1994		27		39

		1995		22		23

		1996		7		13

		1997		3		8

		1998		2		4

		1999		4		16

		2000		0		14

		2001		4		21

		2002		1		17

		2003		3		28

		2004		5		11

		Total		94		251
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				Table 5. Return on Equity Ratios

				Eigenkapitalrentabilitaet (Jahres Ueberschussnach Steuernein) einzelner Bankengruppen in % des durchschnittlichen bilanziellen Eigenkapitals

						1998		1999		2000		2001		2002

				All Banks		10.2		6.51		6.07		4.73		2.78

				Kreditbanken		15.18		7.01		7.31		4.24		0.08

				Grossbanken		19.24		5.48		7.23		5.69		-3.3

				Regionalbanken und sonstigen Kreditbanken		11.54		10.08		7.41		1.26		6.73

				Landesbanken		6.34		5.92		4.22		4.01		1.51

				Sparkassen		6.52		6.12		6.02		5.06		4.65

				Genossenschaftliche Zentralbanken		23.13		3.98		8.84		2.74		4.94

				Kreditgenossenschaften		5.05		4.74		4.09		4.41		6.02

				Source: Deutsche Bundesbank
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		Table 2. Cost-Income Ratios, %

		Allgemeine Verwaltungsaufwendungen in Relation zu den Ertraegen aus dem operativen Bankgeschaeft

		Adminsitrative Costs to Operational Income

				2000		2001		2002

		All Banks		68.4		71		67.2

		Kreditbanken		75.4		80.4		74.1

		Grossbanken		79		83.8		77.9

		Regionalbanken und sonstigen Kreditbanken		70.2		75.4		69.2

		Zweigstellen auslaendischer		74.1		56.1		57.8

		Landesbanken		55.9		57.1		56.1

		Sparkassen		68.9		69.9		66.5

		Genossenschaftliche Zentralbanken		51.8		62.5		52.6

		Kreditgenossenschaften		74.5		76.7		72.9

		Source: Deutsche Bundesbank

		Allgemeine Verwaltungsaufwendungen in Relation zum Rohertrag

		Administrative costs to Core Income

				2000		2001		2002

		All Banks		74		77.2		71.2

		Kreditbanken		86.5		91.6		80.2

		Grossbanken		93.4		101.3		83.4

		Regionalbanken und sonstigen Kreditbanken		76.4		79		75.9

		Zweigstellen auslaendischer		137.7		66.7		64.6

		Landesbanken		62.7		64.4		62.5

		Sparkassen		69		70.9		67.9

		Genossenschaftliche Zentralbanken		57		71.8		66.1

		Kreditgenossenschaften		76.1		78.9		75.1

		Source: Deutsche Bundesbank

		1 Summe aus Zins- und Provisions ueberschuss (zinsueberschuss=saldo zinsertraege and zinsaufwendungen)= Rohertrag. – 2 Rohertrag

		zuzueglich Netto-Ergebnis aus Finanzgeschaeften

		sowie Saldo der sonstigen betrieblichen Ertraege und

		Aufwendungen.

		Deutsche Bundesbank
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				Table 1. Structure of the German Banking Sector

						Number of Institutions										Number of Branches						Number of Employees

						1999		2000		2001		2002		2003		2000		2001		2002		2000		2001		2002

				Total number of Banks		3168		2 733		2 518		2 418		2235		39 617		37 585		35 340		733 800		728 950		710 650

				Kreditbanken		290		314		304		354		261		6 520		5 576		5 122		219 650		215 300		203 350

				Grossbanken		4		4		4		4		4		2 873		2 369		2 256

				Regionalbanken		199		223		221		245		173		3 567		3 194		2 849

				Zweigstellen auslaendischer Banken		87		87		79		105		84		80		13		17

				Landesbanken		13		13		13		13		13		638		604		553		41 850		42 800		41 850

				Sparkassen		578		562		534		519		491		16 892		16 648		15 628		283 450		282 850		278 800

				Genossenschaftliche  Zentralbanken		4		3		2		2		2		25		18		12		7 300		6 950		6 050

				Kreditgenossenschaften		2035		1 795		1 621		1 490		1393		15 332		14 584		13 889		171 000		169 900		168 950

				Source: Deutsche Bundesbank

				1 Quelle: Bankstellenstatistik, in: Deutsche Bundesbank, Bankenstatistik,

				Statistisches Beiheft zum Monatsbericht 1, S. 104. Kreditinstitutsbegriff

				auf KWG bezogen, insoweit Abweichungen zu Angaben

				in der ¹Bilanzstatistik™ und der ¹Statistik der Gewinn- und

				Verlustrechnungen™. – 2 Ohne Bundesbank und Postbank; Quellen:

				Angaben aus Verbaenden Teilzeitbeschaeftigte nach ¹Koepfen™

				gerechnet. – 3 Beschaeftigte im privaten Bankgewerbe, einschl. der

				Realkreditinstitute in privater Rechtsform.–4 Nur im Bankgeschaeft

				hauptberuflich Beschaeftigte. – 5 Bescaeftigte bei oeffentlichrechtlichen

				Grundkreditanstalten (Realkreditinstitute in ˆffentlicher

				Rechtsform) und bei oeffentlich-rechtlichen Banken mit

				Sonderaufgaben. – 6 Nur im Innendienst Beschaeftigte.
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						Table  Selected Profit/Loass Account Items ( in million Euros)

								Number of Institions		Zinsüberschuss 2-3		Zinsertraege (insgesamt)		Zinsaufwendungen		Provisions-ueberschuss 5-6		Provisionsertraege		Provisionsaufwendungen		insgesamt 8+9		Personalaufwand		andere Verwaltungsaufwendungen		Teilbetriebsergebnis 1+4-7

										1		2		3		4		5		6		7		8		9		10

						All Banks

						1999		2 897		77 823		322 864		245 041		22 461		26 760		4 299		70 192		38 436		31 756		30 092

						2000		2 636		76 894		369 946		293 052		28 095		33 793		5 698		77 673		41 997		35 676		27 316

						2001		2 423		79 998		391 012		311 014		25 368		31 317		5 949		81 291		43 176		38 115		24 075

						2002		2 268		85 567		344 428		258 861		24 315		30 225		5 910		78 259		41 554		36 705		31 623

						Kreditbanken

						1999		224		25 774		90 035		64 261		12 619		14 556		1 937		30 862		15 821		15 041		7 531

						2000		224		25 731		117 211		91 480		16 822		19 617		2 795		36 806		18 562		18 244		5 747

						2001		213		27 230		120 978		93 748		15 227		18 588		3 361		38 909		19 155		19 754		3 548

						2002		206		30 850		101 745		70 895		13 893		17 144		3 251		35 882		17 411		18 471		8 861

						Sparkassen

						1999		578		22 263		51 228		28 965		4 637		4 868		231		18 012		10 784		7 228		8 888

						2000		561		21 526		52 774		31 248		5 052		5 355		303		18 335		10 993		7 342		8 243

						2001		536		21 606		54 522		32 916		4 743		5 019		276		18 688		11 076		7 612		7 661

						2002		519		23 177		53 809		30 632		4 773		5 054		281		18 965		11 295		7 670		8 985

						Source: Deutsche Bundesbank
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						Table 3. Overall Adminsitartive Costs as a percentage of Average Balance

						Allgemeine Verwaltungsaufwendungen, % der durchschnittlichen Bilanzsumme

						Year		All Banks		Kreditbanken Total		Grossbanken		Regional Banks and other Credit banks		Landesbanken		Sparkassen		Genossenschaftlichen Zentralbanken		Kreditgenossenschaften

						1996		1.29		1.67		1.84		1.5		0.43		2.11		0.6		2.44

						1997		1.21		1.58		1.7		1.44		0.42		2.05		0.58		2.38

						1998		1.16		1.53		1.54		1.49		0.4		2.04		0.57		2.34

						1999		1.16		1.71		1.5		2.28		0.44		2.01		0.56		2.3

						2000		1.16		1.67		1.51		2.08		0.43		1.99		0.56		2.39

						2001		1.15		1.65		1.48		2.12		0.45		1.97		0.55		2.36

						2002		1.1		1.55		1.36		2.06		0.45		1.94		0.53		2.3

						Source: Deutsche Bundesbank

						Table 4.

						Betriebsergebnis, % der durchschnittlichen Bilanzsumme

						Year		All Banks		Kreditbanken Total		Grossbanken		Regional Banks and other Credit banks		Landesbanken		Sparkassen		Genossenschaftlichen Zentralbanken		Kreditgenossenschaften

						1996		0.51		0.55		0.54		0.58		0.28		0.8		0.46		0.72

						1997		0.46		0.5		0.4		0.61		0.26		0.72		0.38		0.62

						1998		0.41		0.47		0.32		0.65		0.2		0.69		0.26		0.54

						1999		0.41		0.38		0.2		0.81		0.25		0.87		0.19		0.54

						2000		0.3		0.36		0.24		0.63		0.22		0.44		0.05		0.35

						2001		0.19		0.14		0.05		0.36		0.14		0.32		0.01		0.22

						2002		0.1		0.15		0		0.5		0.14		0.27		0.06		0.16

						Source: Deutsche Bundesbank






_1175629749.unknown

_1175628667.unknown

_1174725791.unknown

_1175628055.unknown

_1175628133.unknown

_1175628247.unknown

_1175080119.unknown

_1174301686.unknown

_1174466500.unknown

_1174308204.unknown

_1174301571.unknown

_1174301594.unknown

