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First of all, a warm welcome to you an behalf of the Assaciaziane 
Bancaria Italiana. 

During the last days you have been disc~ssing 
Eu~~pRan integration in the perspective of 1992. 
you analysed the implications of the decisions 
recent meeting in Rome. 

the issues of 
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taken at the 

These discussions take 
crisis casts a shadow 
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I do not pretend to bring any explanation on the 
inter~ational political crisis, and I do not want 
r2marks ta the ones you developed en the subject of 

nature of the 
to add other 
E:..irope '92. 

I shal l only deal with same issues 
special regard to the Italian one. 

on the ban ki ng systems, with 

I shall begin with same remarks o n the US and the Japanese 
banking s ystems. In 1990, the long and apparentl y endless crisis 
of same American banks (the Savings and Loans Associatio n s ) has 
been followed by widespread diff icu lties in the rest of the 
banking sector. On the other hand, the fa ll of share prices 
caused pr~blems to Japanese banks, whic h a~e in sear~h af 14 
b il lion US dollars ta rebuild adequate capita l rati~s. 

Those events r e s t a t ·= d the i m p a 1- tan c e o f the " s :: a b i l i t y ·' a f the 
banking s ystems and are g~ving way ta debates on deregulation, 
on the opportunity of regulation and on re-regulation. Mere in 
genera l , the questions of the most effecti v e means to assure 
stabilit y , such as higher capitalization, greater separation 
between different activities and direct supervi s~cn, are ta ken 
into consideration again. 

Within this framewor k , the present debate 
international financial s y stems deve lo ps itse: f 
relatively different f r om the one fcll8wed 
Sta□ ility seems ta reGeive once 
efficienc J and competition. 
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The profitabilit y of banks has remaine~ re :~tively high : tn t he 
last 4 years, gross operating income h as been 3 ta~L e ar~u nd 1.6¼ 
of intermediated funds. Tota: own f~nds of ba~ ~s have gro wn at a 
rate of 12.5¼ p.a., nearly 6-7¼ higher than the infl ation ra~e. 
The last available data show t~at tota l own funds o f banks e xceed 
the minimum required solvenc y ratios b y 1=.4 btllion US s, as 
resulting from an excess of 17 .7 bln. US$ and from a deficiency 
of 2 . 3 bln. $. 



In spite of the changes in the economic situation, bank assets as 
a whole do not show relevant amounts of bad loans. 

I will now summarize the external factors that help determining 
this situation. Firstly, Italian banks, as in other European 
countries, have a relatively low cost of funding (the average 
effective . annual interest rate on customers' deposits is 5-61/. 
lower compared to the average gross yield on a 1-year Treasury 
bill). That differs from the situation in other countries, for 
instance in the USA, where the higher relative cost of funding 
seems to have led banks ta choose more profitable but also 
riskier activities, by operating in more unstable markets; that 
is a partial explanation of the problems in the US banking 
sector. 

Secondl y , in Italy the government has pldy ed a key rcle in 
financial intermediation by supporting the intermediation of 
funds ( the state sector borrowing requirement amounts at 122,000 
billion Lire - 94 bln. US$-, while the annual growth of tQtal 
domestic credit is 230,000 billion Lire - 177 bln. $ ) . 

On the one hand, the self-fina~cing of Italian firms remains 
high. On the other hand, the high degree of separation between 
the banking and the industrial sector prevent s the s y stem from 
ta~ing risks in the ~tock market. 

Scme important sectors as the rea! estate an~ the building 
industry show a high de~ree of institu:icna li :a~ior.; i n Ital 1 , 
as far e xample in Germany, the y a r e not chara=terized b y large 
fluctuations in p ri ces and business activ~t y, as in the British 
and the US markets. 

The involvement of Italian 
countries is also relatively 
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lending 

The securitization process in Italy ~s 
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In the last years, Italian banks ~oak c □ ntr ol , directl y ~r 
through subsidiaries, of the largest part of the 

factoring, securities trading, underwriting and 
management business. This concen tr ation of activities 

caused b y some non-favo~iable examples in non-banking 
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Bank branches form a powerful distribution netrJork that r2aches 
directly househ.-Jlds' savings; the regional feature, s-::i.11 a 
peculiarity of a large part of the Italian banking sector, 
assures a strong link with the customer, based on lo y alt y and 
reliability. 



The Italian banking system 
and structural change, with 
and modernization. 

is undergoing a deep organizational 
a sort of balance between tradition 

New pressures far quicker change will depend first of all an the 
the scale with which the diffusion of new deposit management 
techniques might take place and the consequent effects that these 
new relationships with depositors will have on the relative cost 
of deposits. 

That is a very important iss u e on which all Italian ban ks, and 
non-Italian tan ks as well, are shaping their strategies. 

It must be noticed by the ~ay that alsc a decline in the average 
level of prevailing nominal interest rates will necessarily lead 
to a reduction in the differentials in the nom~nal interest rates 
on assets and liabilities. 

A discuss~on is alive on whether a differentiation shcu !d be 
introduce~ between interests pa ic on current accounts 3nd 
interests paid on time deposits; whet h er the r2gional a n d local 
characteristic should be maintained; whether the branch network 
should be developed an a national sca le; ~he:her me rger s and 
acquisitions of banks should be pursueo, and scan. 

All ~hose strategies are present, 
ban king c;rou~. 
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To that fundament .. :d decision, tre expcrr:-crie!i~ec: It .~: ia.n econc .ny 
reacte~ e ~ treme ly well, achieving a real ec~ ncmi= miracl~, N:.th 
productivit y incr·eases hii;her th.5.r. the ones :-?i, l:.zec: ir: 6.: i~s 
main ccmpet:.tcrs in Eur ope. 

After years o~ deep restr~cturing, t~e domes~i~ i~fia~icn ;-6t e i s 
still high. In a cante ~t of a less fa vcracle ~nternat:.cnal 
economic trend, the e xchange rate c~nst r ai nt ~1:: have tic;hter 
effects than befcre, inducing s::i me chanc;es i n the bcr~owers' 
conditions. 

That could lead to 
sector, but also 
activities. 

more b6nk financing to the 
tc higher ris k s in undertaking 
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Italian banks are aware of potentiai c::impetiti0n in de3ling w:.th 
customers, especially large ones, from foreic;n jan k s whlch do not 



need a local broad network. 

As long as the international activity of Italian banks is 
concerned, the recent liberalization of capital flows has given 
rise to many new opportunities. The international presence could 
be partially limited in some cases by the small dimension of 
banks and in general by the characteristics of our industrial 
system, where fewer · large-scale financings take place and fewer 
opportunities for securities issues on financial markets arise. 

The problem of creating operating 
financial markets Cdnnot be solved in 

s kills on international 
the short run. The large 

network of Itdlian banks in their territor y cou!d be a barri2~ to 
entr y for foreign b.:i.nks' networks. The ~ong -est ablished 
e xperience and the acti vity on the internatianai market a cquired 
by international banks cou ld be en its s~de a barrier to 
e xpansion (it seems to me to be a geed exam~le the choice made by 
Deutsche Bank: in Italy has decided to acquire a bank spec ialised 
in retail banking a nd in London a me-chant bank of long 
tradition). 

I alread y mentioned the important role that banks played in 
financing the Italian industry. The manufact~ring sector ~as a lso 
helped b y the legal and tax framework in maintaining the ide~t~t~ 
betweer ownership a nd management. In the ~~t~re, Italian fir~ s 
will have to f-3.ce ne 111J p,obl ems at an i.nterna::.ona.~ le'lel: tha-:; 
cou la farce some changes and perhaps a d~ffer2nt de~ree cf 
institutionalization of shareholding will be ne e ded . 

Through the development of special enti-:::ies 
;J e 1- f o r ,n e d 1r-, i t h o u t i n j , J r i n g t h e p r i n c i 'J l e o +­
banks and indu s try that is still considered 
of the Italian banking system. 

tnis task might be 
se □ aratedness ~etween 
a f~ndamental f2atwre 

I did not intend to give you a fully compre~ens~ve descri~t~:, ~f 
the f2atures and the problems of our bankin~ s y stem, but □ n! v a 
s ketchy description of s ome of the~, in an y case e<panci~~ no 
more th ,J.n what can be done fruitfull y in :3 u.-:,6c;2 si]eec'. e.,c:: ,n 
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