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Importance of Multinational 

banks in the region 

• Fostered the liberalization of the economies by 
introducing mechanisms to select the most efficient 
projects 

• Speeded up economic convergence 

▫ In 1998-2005, foreign banks issued 85% of new 
credit in NMS1 

• Gradually populated the region, and today their 
average market share is 74%2 
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Share of assets of foreign-owned banks in the banking system3 

Percentage of foreign bank Ownership (% of total assets) the 
year 20074 



Previous literature 

• Previous literature evaluated the role of 
multinational banks in the region during 
financial crises  

• When a financial crisis occurs in host countries 
multinational banks proved a stabilizing force5 

• However, during the 2008-2009 credit crunch, 
multinationals cut down credit more than 
domestic banks6  
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• So far multinational banks have been considered 
as a homogenous group 

• But we see foreign banks operating in CESEE 
having different business models and objectives 
(i.e. Russian state controlled banks, 
conglomerates like Societe Generale, Greek 
owned banks) 

• Indeed during the boom period 2001-2004 
banks extended credit to the CESEE region 
irrespectively of their financial health5  
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Gaps in the literature 



Objectives of the research project 

• add insights on the parent-subsidiary relation over 
different cycles and during different “events” 

• better define the importance of the foreign lending 
channel (via parents bank ownership) for domestic 
lending (or performance) activity in the CESEE region 

• define comparable bank soundness indicators across the 
region 

• define whether divergences exist in the parent subsidiary 
relationship taking into account the characteristics and 
capital health of the parent banks; and whether this 
relation changes over time given certain shocks or 
innovations 
 



Method 

• Baseline model: credit growth of each bank regressed on  
▫ its individual characteristics,  
▫ type of ownership,  
▫ host country macroeconomic conditions,  
▫ indicators of local and global crises 

• Extended with:   
▫ Financial characteristics of the parent bank,  
▫ macroeconomic conditions in the home country 

• Set benchmarks to divide foreign ownership according to  
▫  size  
▫ mode & time of entry  
▫ geographical diversification of the financial conglomerate 

and the relative importance of the host country market 
▫ the soundness of the bank after building comparable 

indicators 
 

and run separate regressions 
 

 



 

 

Crucial to our research are: 

 Detailed data on bank ownership structure 

 Soft micro level data extracted from EIB’s “Bank 
Lending Survey”  

 

 

The project will deliver 
 A report on the historical evolution of banking 

sector in the region 

 A publishable paper with the most interesting 
findings of our empirical analysis 

 

 

 

 


