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Press Release

Preserving Diversity in the EU Banking Sector is of Paramount Importance– Argues New CEPS Study 
Cooperative banks have long been an integral and well-established part of the financial system in many European countries. They are an important part of the diversity and plurality in European banking and have their own characteristic business models, ownership and governance structures. 
A new CEPS report analyses the nature of the cooperative bank model and its implications, based on case studies of cooperative banks in seven EU countries (Austria, Finland, France, Germany, Italy, the Netherlands and Spain) mainly with respect to the performance of such banks, their stability, their role in terms of competition and the contribution these institutions make to regional development.

“No radical differences exist between cooperative banks and their peers in terms of performance and efficiency” a new study by the Brussels-based Centre for European Policy Studies concludes. 
More importantly, there are economic, systemic and welfare benefits to be derived from a successful cooperative sector in the banking systems in Europe. Indeed, “a financial system populated by a diversity of ownership and governance structures, and alternative business models, is likely to be more competitive, systemically less risky and conducive to more regional growth than one populated by a single model” the study claims. 
Accordingly, authorities must be aware that any regulation – e.g. levelling the playing field – should not damage the diversity of banking. 
Another major conclusion of the report is that a bank’s ownership/governance tends to shape its business model. Stakeholder value banks will naturally focus on traditional retail business/relationship lending, while shareholder value banks will normally find their preferred habitat in the realm of arm’s-length banking and more sophisticated financial deals. 
“It is more difficult to evaluate the new risks – such as those emanating from the complex financial contracts playing a major role in the recent crisis – than the traditional ones, and authorities should factor this into regulation, especially now that a significant increase in minimum bank capitalisation is being deliberated within the framework of Basel 3” the authors conclude. 
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