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Abstract: The place of the global banking in international financial marketsis considered in the
article and the dynamics of global bank assets are evaluated. The trends of bank assets redistribution
among regions of the world and different social and economic groups of countries are defined.
Indicators of the EU bank assets are analyzed. The impact of the financial crisis on EU bank assets,
the financial results of European banks and their position in the ratings of the most reliable banks of
the world are determined. The EU countries which banking sectors experience the greatest difficulties
are pointed out. Factors of decrease in equity prices of European banks and challenges for the EU
banking development are found out.

The banking system is an integral part of the mechanism of financial resourcetbraidistin
national and global economies, and the banks are key intermediaries in financial marketac&he
that banking system occupies in the global financial markets is characterized primarily by the indicator
of the size of bank assets. In the early twentieth century bank assets accountent 560% of total
global financial assets. However, changes in priority sources of ecorfomisg, increasing interest
in financing through the instruments of stock market and the correspondingitnzetsbn of the
structure of the global financial market that have been observed recently, led to the decline irthe shar
of bank assets in global financial assets.

In 2002-2007 the share of bank assets in global financial assets was in thefr&2g38%,
reaching to 45% at the beginning of the global crisis. During the crisis yea908-2010
transnational banks sold significant part of their foreign assets in ordevér losses. Simultaneously
there was a collapse of credit operations both on the domestic markets and also in thekBissomar
which was also a factor of bank assets reducing. The amount of bank assets is declined from 97 trillion
of US dollars in 2008 to 93 trillion of US dollars in 2009. In 2011-2013 a gradual recofvéng
global banking system was observed, which was shown in increase in the baslslzssetn global
financial assets up to 45%.

Under the influence of the global crisis and other factors redistribution ofasmeks between
different social and economic groups of countries and regions takes place 1l yastrs the share of
bank assets of the developed countries fell from about 90% to 75%, against the background of increase
in the share of bank assets of developing countries.

A distinctive feature of the global crisis impact on global banking is tleasification of the
processes of bank assets regional redistribution to Asian and BRICS countiessidé it a decrease
in the presence of European Union, US and Japanese banks among the largest banksrlioh ihe w
observed. Moreover, the share of European banks in the financial institutions prlofital reduced
and was less than 2% in 2013-2014.

The worsening of the European Union position in global banking is also evidentns af the
share of EU bank assets in global bank assets, which has been steadily declinitige fgiabal
financial crisis beginning (Table 1).

To some extent banks from EU countries lose their role as reliable interrasdiarglobal
financial markets as a result of financial stability decrease and bank disgedity crisis.
Redistribution of positions in the ratings of world's largest banks, whiclamsfested in improving

277



Conferinta stiintifica internationala , Perspectivele si Problemele Integrarii in Spatiul European
al Cercetarii si Educatiei”, Universitatea de Stat,B.P. Hasdeu” din Cahul, 7 iunie 2016, Volumul 11

the position of banks from developing countries, was caused by two main factorshEimgipbal
financial crisis has caused imbalance of the financial sectors in almostjail developed economies,
including the EU countries. Second, some banks from developing countries were objectively less
prone to the negative impact of the crisis due to insufficient integrattonthe global financial
market.

Table 1
Indicators of the EU bank assetsin 2005-2013

I ndicator 2005 2006 2007 2008 2009 2010 2011 2012 2013
Global bank assets, | 55673 | 7086l | 847&% | 104712| 103755| 100127| 113735| 121947| 126744
billions of U.S.
dollars
EU bank assets,
billions of U.S. 27290| 36642 | 43146 | 51044 | 46438 | 41678 | 43465 | 47856 | 48716
dollars
The EU share in
global bank assets, % 49 52 51 49 45 42 38 39 38
The ratio of the EU
bank assets to GDP | 213 269 275 298 302 275 265 308 292
%

Note. Compiled by the author based on Global Financial Stability Réport

The global crisis has significantly affected the financial results obdinés in the EU. In 2005
banking sector in the UK was the most profitable (the return on equityitishBbanks was over
26%). 294 banks from EU countries were responsible for about 40% of the totalqfrd6B0 largest
banks included in The Banker rating. In 2013 more than half of the financial iostitgiobal profits
was accounted for by Asian banks and the share of European banks dropped to 1,6%.

The Global Finance formed a rating of the world’s fifty most reliable commercial banks in
2014. In the top ten positions there was just one bank from the European Union (Dutch Rabobank
which ran fifth). In total, ranking included 14 banks from the UK, Germany, France etherfnds
and Finland?

Despite some post-crisis recovery the EU and particularly the Eurozone banking skctor sti
experience difficulties. In 2015 and in early 2016 equity prices of European banks declineditdong
global bank equities. The most complicated situation is observed in the banking systems of Greece and
Italy and to a lesser extent in Portugal, as well as in some German banksaifihgroblems and
challenges that led to this are the following: structural problems of excess bank céygitikyyels of
non-performing loans; poorly adapted business models.

European banks face structural demands for more capital as a result of currenoriegula
actions, but some of them can have difficulties meeting these requirements. hénayuirements of
Basel Ill, banks will have to meet simple leverage ratio starting 2018. Many Enrogelks will also
need to raise baih-able liabilities for higher regulatory requirements to meet total losstzhgor
capacity and minimum requirements for own funds and eligible liabilities. Europeastment banks
have higher leverage and more compressed risk weightings on assets than US banks.

Low rate of euro area banks profitability increases the difficulty of dewalitignon-performing
loans by reducing banks’ capacity to build capital buffers through retained earnings. The problem of
high non-performing loans comprises a major structural weakness of many European banking systems.
Banking systems with higher rate of non-performing loans, especially in Gaedckaly, generally
have a greater decline in equity prices. Another challenge for European banks isetbnvittt
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difficulties in business model transitions and legal costs which resulted raoediharily weak
earnings results at several large European banks.

Thus, the results of the study indicate deterioration in the compgtaaigons of the EU banks
in the global banking. The reasons for this are not only the impact ofabal financial crisis on
liquidity and the financial stability of banks, but also the negative consequanitesEuropean debt
crisis. The ability of European banks to lend especially to non-resident borreigeicantly
reduced, due to more rigid financial markets regulation. In addition, a strong dvesdi$ the credit
securitization that is observed in developed countries including the EU causshiftifeom bank
lending to debt securities markets. All mentioned above leads to slowemhgrowank assets in
European countries.

The position of banks in Greece, Italy and Portugal are the most assailablebdut&syin the
EU are facing at least one of such challenges as structural problems of ledesspacity, high
levels of non-performing loans, poorly adapted business models or their combination. iRwofids
reduction and unresolved legacy challenges increase the risk that externaboapitadding becomes
more expensive, especially for weaker banks with low equity valuations, pototingak future
prospects of the EU banks functioning within the global banking.
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