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mester.evike@̌mail.com 

Róbert Tóth 
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Introduction 
źconomic ̌rowth and competitiveness are two ő the most analysed areas ő 
economicsĽ which have a direct in̋luence on the wel̋are ő both individuals and the 
whole society. TodayĽ ̌rowiň competition puts a new emphasis on corporate 
̋uture orientationĽ more preciselyĽ on ̋utureľoriented stratěyľmakiň. ThisĽ 
howeverĽ presupposes a better knowleďe ő an adequate corporate vision and ő 
resources and action alternatives (żyeňeĽ β016). “The β00Ř ̋inancial and 
economic world crisis had and still has a sǐni̋icant e̋̋ect on market participants. 
Accordiň to economic ̋orecasts in β01γľ1Ő the źuropean economy is expected to 
stǎnateĽ leadiň źuropean countries are also predictiň recession ̋or the near 
̋uture. ThusĽ the crisis resulted in not a temporary but an almost permanent situation 
that could last ̋or several years still” (Karmazin et all.Ľ β01γ; TúrócziĽ β01ő). 
There̋oreĽ economic participants need novelĽ innovative and active stratěies to 
ensure e̋̋icient operations (TúrócziĽ β016). In the β1st century’s turbulently 
chaňiň economic environment the ̋ollowiň development areas seem promisiň: 
optimisation ő supply chain processesĽ process innovationĽ positioniň systems and 
the development ő business speci̋ic simulation procedures (żyeňe et all.Ľ β016). 
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źconomic competition requires a wellľ̋unctioniň ̋inancial system: adequate and 
hǐh quality ̋inancial services and an appropriate provision ő sources ̋or 
investments and operations. Banks are lookiň at peerľtoľpeer lendiň companies 
that lend money by eliminatiň traditional ̋inancial institutions with distrust. They 
do so ̋or a reason: it is enoǔh to take a look at the exponential ̌rowth in turnover 
̋ǐures. 

Żinancial services in trans̋erriň that has emeřed as a separate cast amoň startup 
companies and which aid online trade statements (̋intech businesses)Ľ and the 
shariň economy model only appeared a ̋ew years ǎo.  YetĽ there is already a lot 
ő money in this areaĽ which demonstrates the success ő companies structured thus. 
Despite the ̋act that the authorities look askance at shariň economyĽ it seems to be 
stayiň with us in the next ̋ew decades. There̋oreĽ it is worth consideriň how it 
can restructure power relationships between companies and ̌overnmentsĽ 
employers and employeesĽ banks and their customers. 

HoweverĽ today the key to the competitiveness ő national economies is still the 
wellľcapitalisedĽ stableĽ adequately prőitable and solvent bankiň systemĽ whichĽ 
by means ő its lendiň activities can improve economic competitionĽ investments 
and employment ̋ǐures. 

This study aims at analysiň the competitiveness ő domestic banksĽ as well as 
presentiň the new transactional plat̋orms in the chosen sector and placiň the 
model in the wellľknown theoretical ̋ramework ő economics. 

1 The current situation of the banking sector 
The Huňarian national economy is bankľcentred. Aloňside beiň bankľcentredĽ it 
has to be emphasised that the Huňarian economy is based on banksĽ that isĽ the 
̋inancial and capital markets are rather poor. ThusĽ the business sector relies heavily 
on the bankiň sector ̋or more sǐni̋icant resources (TóthĽ β016). In this lǐhtĽ it is 
easy to see that banks play a vital role in the national economy. This entails that 
bankiň competitiveness has an e̋̋ect on the competitiveness ő the national 
economy. A̋ter the chaňe ő the political rěimes rather di̋̋erent perceptions ő 
bankiň competitiveness have emeřed in di̋̋erent eras as well as ̋or di̋̋erent 
individuals. Pensioners payiň their bills by chequeĽ small entrepeneurs purchasiň 
their utility vehicles throǔh subsidised loansĽ business owners handliň their 
̋inancial matters via smart phonesĽ private bankiň customers and bǐ corporations 
all have their di̋̋erent interpretations.  At the běinniň ő the ř0s the subjective 
competitiveness ő banks was measured in terms ő the leňth ő queues outside ő 
bank branchesĽ orĽ in the case ő car leasiňĽ a̋ter haviň been ̌ranted de̋erral ő 
paymentĽ in the amount ő interest rate paid on loans. In these times banks 
symbolised wealthĽ wel̋are and extremely bǐ ̋ailures at the same time (Ábelľ
PolivkaĽ 1řřŘ). źxperts considered ̋inanciň banks as the ruliň tendency inherited 
̋rom the pastĽ whereas service provider banks were seen as the way ̋orward (Ábelľ
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PolivkaĽ 1řř7). In this period the average retail and SME-bank customer was 
traditionally fairly loyal to their service provider banks: in the źUľ1ő averǎe 
accounts keepiň time ̋ or retail customers was more than 10 yearsĽ ̋ or SMźs almost 
ř years. Żor new member states it was less than 6 or ő yearsĽ whichĽ consideriň the 
̋undamental chaňes in new bankiň systems over the past 1ő yearsĽ was still 
relatively loň (Kopint Żoundation Żor źconomic ResearchĽ źrzsébet żémĽ β00Ř). 
źspecially soĽ ̌iven compulsory tyiňĽ that isĽ the common practice ő banks 
providiň loans on condition ő compulsory accounts keepiň.  

Besides consumer loyaltyĽ in this period changing banks was hampered by its 
high costs: substantial account closiň costsĽ administrative burdens ő chaňiň 
banksĽ as well as in̋ormation asymmetry and low price transparency makiň it hard 
̋or consumers to compare the ő̋ered products and services (Kopint Żoundation Żor 
źconomic ResearchĽ źrzsébet żémĽ β00Ř). Żollowiň the privatisation ő banks one 
ő the most welcome e̋̋ects ő streňtheniň market competition was the rapid 
improvement in the amount and standard of services. Banks haviň operated 
only in certain subareas started to ő̋er a wider and wider raňe ő commercial bank 
services ̋or their customers by the end ő the ř0sĽ and in the noǔhties they enabled 
źuropean standards ő bankiň. 

HoweverĽ bankiň prőitability still only meant interest mařins and di̋̋erent types 
ő interest incomesĽ which even aloňside competition and sǐni̋icant costs 
expenditure on services ̋ailed to encourǎe banks to introduce more e̋̋icient 
manǎement until the advent ő the β00Ř crisis. The economic crisis ̋orced banks 
to a drastic cut and tǐhteniň ő retail and SMź loansĽ the substantial source 
withdrawal only ̋urther exacerbatiň the situation ő the corporate sectorĽ leadiň 
to additional bankruptcies. The amount ő credit allocated to SMźsĽ apart ̋rom a 
̋ew ̋luctuationsĽ has been decreasiň since β00Ř (Mester et al.Ľ β016). Rěulatory 
shocks have ̌radually replaced market opportunities in banksĽ and instead ő 
allocatiň new creditsĽ the ̋ocus shi̋ted to manǎiň existiň ones. The banking 
sector, predominantly in foreign ownership as of 2013, is still struggling to 
achieve owner and market competitor expectations on return. 

Besides drastic credit cutsĽ digitalisation has fundamentally changed banking 
services and infrastructure.  Banks’ ő̋ers are comparable at the click ő a buttonĽ 
whether we are dealiň with real estate loansĽ personal loansĽ personal or business 
bank accounts servicesĽ deposit ratesĽ credit card services or currency quotation. 
Interľbank trans̋ers are immediateĽ and competition is only restricted by the extra 
costs ő transaction duty. Today ̋inancial services are the most dǐitalised industry 
in the źU (see Figure 1.) 
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Żǐure 1. 
The rate ő dǐitalisation in di̋̋erent sectors and industries in the źU 

Source: Żriedrich et al. (β01β. p.Ő.) 

The dǐital word requires shorter and shorter response times ̋rom bankiň systemsĽ 
̋or which core systems have to be continuously updated. Today’s bankiň is shaped 
by customer demandsĽ chaňiň ̋orms ő behaviourĽ disruptive technolǒies and cost 
pressures. 

Physical location is becoming less important. Banks cannot be missiň out ̋rom 
today’s dǐital ecosystemsĽ what is moreĽ they have become part ő them. Contrary to 
the earlier inside out approach – that isĽ briňiň the bank to the client ľĽ today the 
trend is outside inĽ that isĽ customer expectations have to be translated into business 
processes. HoweverĽ it has to be remarked that there are no real di̋̋erences between 
banks in terms ő servicesĽ save ̋or lendiňĽ almost every bank ő̋ers its services at a 
hǐh standard. There̋oreĽ ̌iven the same standard and priciň ő servicesĽ 
competition involves quality lendiň: intellectual capitalĽ personal service and 
dedicated communication have ̌ained a new sǐni̋icance (RéthiĽ KásaĽ & MolnárĽ 
β01Ő). 

  

Żinancial services and Insurance 
Computers and źlectronics 
MediaĽ Telecommunication 
Automobile and Vehicle 
Machinery and źquipment manűacturiň 
Trade and Retail 
Chemical industry 
Processiň industry 
Utilities 
Business and Administrative services 
Transportation and Lǒistics 
Real estate and Leasiň 
Consumer products 
Construction 
Cateriň and Tourism 
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2 Banking competitiveness features 
 

Table 1. summarises the most prominent ̋eatures ő current bankiň 
competitiveness. 

skills and ability ̋or constant renewal and immediate adaptation 
to chaňes; ̋or thisĽ continuous investment demands 
low operatiň costs 
developed risk manǎement system 
establishiň an adequate bonus scheme and mařins 
ensuriň adequate customer experience 
clear and transparent manǎement concept and model 
innovative bankiň stratěy 
predictable taxation and rěulatory system 

Table 1. 
The most important ̋eatures ő competitiveness in the current bankiň system 

Source: Author’s own compilation 

One ő the major prerequisites ̋or stable bankiň operations is adequate solvencyĽ 
̋or which adequate prőitability has to be ensured. 

Macroeconomic factors (̌rowth rateĽ in̋lation rateĽ stable macroeconomic 
environmentĽ saviňs rateĽ credit demand)Ľ as well as competition in the bank 
sector in a certain country play a decisive role. żenerally speakiňĽ the stronger 
the competition, the less opportunities banks have to increase their income 
using a high interest margin, whereas weak competition enables them to pass 
on operational costs to clients and thus realise extra profit.  

Żor measuriň competition in the bankiň marketĽ a wide spectrum ő indicatorsĽ 
hypotheses and models are available in the international economic literature. 
Aloňside the simplest variables ̋or market structure and concentration (e.̌.: 
Her̋indahlľindexĽ Concentration ratios) and prőitability (ROAĽ ROźĽ interest 
mařinĽ cost e̋̋ectivenessĽ etc.) indicatorsĽ several studies estimated usiň 
empirical models developed ̋ or measuriň bankiň market competition the streňth 
ő competition in di̋̋erent sěments in the market1 (Kopint Żoundation ̋or 
źconomic ResearchĽ źrzsébet żémĽ β00Ř). 

Sectoral return on assets (ROA) between 1řřŐľβ00β – save ̋or 1řřřĽ re̋lectiň the 
e̋̋ect ő the Russian crisis – exceeded źU levels. Real values ő return on equity 
(ROź) were őten něative in the ř0sĽ but ̋rom β000 on they showed return on 
capital. The continuous decrease ő net interest income on assets (interest mařin)Ľ 
as well as ő ̌ross income startiň ̋orm the end ő the ř0s showed that banks had 
                                                           
1  Described by źrzsébet żém (β00Ř) in detail. 
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less means to increase their income by a wide mařinĽ whereas interest mařin was 
still the double ő the źU averǎe in β00βĽ with ̌ross income on assets showiň the 
same di̋̋erence. Takiň the double źU averǎe level ratioĽ it shows that  Huňary 
reached hǐher prőit despite a lower e̋̋iciency. At the end ő β00βĽ in the 
Huňarian corporate bankiň market the loanľtoľdeposit ratio was β.γ% compared 
to the γ.Ő % źU averǎeĽ in the case ő retail credit 1β.Ř% compared 7%Ľ whereas 
̋or market real estate loans 6.Ő% and 1.7% respectively (VárhěyiĽ β00γ). 

Due to restricted competition in these yearsĽ a number ő Huňarian banks could 
obtain olǐopolistic bene̋its in the retail and in conjunction the SMź market (Bán̋iĽ 
β01γ). 

In the second hal̋ ő the noǔhties stroňer competition was sǐnalled by lower 
market concentration. Parallel to the balanciň ő market ̋orces and the 
streňtheniň ő contestabilityĽ cost e̋̋ectiveness improved and ̋inancial 
intermediation costs decreased. In terms ő the retail marketĽ based on the CRγ and 
CRő (the γ and ő bǐ̌est banks’ market shares) measuresĽ the Huňarian bankiň 
system per̋ormed in the źU middleľlevel. Concentration also decreased in the other 
sěments ő the marketĽ which showed a positive tendency ̋or competition. In their 
e̋̋orts ̋ or market penetration the banks put a heavy emphasis on improviň services 
and the underlyiň in̋rastructureĽ at the same timeĽ in β007Ľ the ̌rowth rate ő 
operational costs was much lower than in previous years (Kopint Żoundation ̋or 
źconomic ResearchĽ źrzsébet żémĽ β00Ř). It has to be remarked thoǔh that 
indicators calculated on the basis ő accountiň data have to be interpreted with care 
in any research dimensionĽ as accountiň evaluation policies are constantly 
chaňiň all around the world. The rules ő the Huňarian accountiň systemĽ ̋or 
exampleĽ have been constantly chaňiň since they came into ̋orce in 1řřβĽ in the 
context ő harmonisation with the źU standards (HarsányiĽ SiklósiĽ VeressĽ β01γ). 

Return on assets and equityĽ howeverĽ remained well above the źuropean averǎe 
in the middle ő the β000s (see Table 2.) 
 

Name 2004 2005 2006 2007 2008 2009 2010 

Interest rebate (interest 
margin) 

γĽř γĽř γĽ6 γĽβ βĽ7 βĽ6 γ 

Commission 1Ľγ 1Ľγ 1Ľβ 1Ľ1 0Ľř 0Ľř 0Ľř 

Operational costs ľγ ľβĽř ľβĽ7 ľβĽ7 ľβĽŐ ľβ ľβĽ1 

Impairment loss and special 
purpose asset changes  

ľ0ĽŐ ľ0Ľβ ľ0ĽŐ ľ0Ľő ľ0Ľő ľ1Ľő ľ1Ľβ 

ROA 1ĽřŘ 1ĽřŐ 1ĽŘř 1ĽŐř 0Ľř1 0Ľ7β 0Ľ1γ 

ROE βγĽŐ ββĽ7 ββĽγ 17Ľő 11Ľβ ŘĽř1 1ĽŐŐ 

 Table β. 
ROA and ROź in the Huňarian bankiň sector 

Source: Huňarian Żinancial Supervisory Authority (HŻSA)Ľ * źxpressed as a percentǎe ő 
total averǎe assets 
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The table shows that between β00őľβ007 – due to increasiň competition and 
hǐherľscale development costs – the prőitability advantǎe started to decrease 
(VárhěyiĽ β01β). 

In 2007 – partly owiň to more and more expensive liquidity – both ROA and 
nominal and real values of ROE declined significantlyĽ resultiň in the lowest 
prőit on equity in the sector in year β007 amoň the new źU countries (Figure 2.).  
Żrom β00ő interest mařin běan to decrease both in the bankiň sector and the Ř 
bǐ̌est retail banks. By lookiň at β006 and β007 concentration and prőitability 
indicatorsĽ as well as the operational and ̌ainiň market shares practices  ő major 
banksĽ sǐni̋icant strengthening of banking market competition can be observed 
in the retail sector (Kopint Żoundation ̋or źconomic ResearchĽ źrzsébet żémĽ 
β00Ř). In view ő the ̋act that in the retail market the retail and the SMź sectors 
were subject to the same business line rěulations in major banksĽ ̌rowiň 
competition was projected onto the SMź branch as well (Molnár & KásaĽ β01Ő). 

Given the competition and decreasing profitability, the 2002-2008 period was 
too short for the banks to introduce a more efficient management before the 
2008 crisis.  

 

 

Żǐure β.  
Annual preľtax prőits and ROźĽ ROA ő the bankiň sector and branches 

Source: Huňarian National Bank 
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Żǐure γ. 

Ǎ̌rěate prőit components ő the bankiň sector and branches as a proportion ő 1βľmonth averǎe 
total assets 

Source: National Bank ő Huňary (NBH) 

There̋oreĽ the recovery and an annual őľ10% increase ő marketľbased corporate 
lendiň are the key to prőitability ̋or banksĽ as well as to sustainable economic 
̌rowth ̋or national economies (Figure 3.) (PalotaiľVirá̌Ľ β016). 
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Żǐure Ő. 

Něative ̋eedback between banks’ prőitability and economic ̌rowth 

Source: źCB 

3 Banking competition/pricing 
In the empirical analysis ő market structure components in competitionĽ the ř0s 
were dominated by the so called nonľstructural approachĽ in which the intensity ő 
bankiň market competition is measured on the basis ő bankiň market behaviour. 
At the same time the literature lists a number ő cases where interest rate rǐidity is 
not the result ő lack ő competition (seeĽ e.̌. żual (β00Ő)).  A ̋ew examples are 
adverse selection due to in̋ormation asymmetry in lendiňĽ hǐh bank switchiň 
costsĽ or banks’ ̋ears about port̋olio deterioration resultiň in them re̋rainiň ̋rom 
easiň credit conditions. In the case ő hǐh risk credit products the hǐh risk 
premium ratio in the interest rate does not necessarily allow ̋or ̋ollowiň market 
interest rate decrease. Priciň behaviour is őten used in the analysis ő competition 
intensity. One type – believed to be predominant in the noǔhties in certain 
sěments ő the Huňarian bank market – is the so called leader ̋ollowiň model. 
Accordiň to the model ̋ollowiň market leader banksĽ smaller market participants 
also set hǐher prices than competitive prices. It is also widespread to study ‘sticky’ 
interest ratesĽ that isĽ how ̋ast interest rates in a ̌iven bank marketĽ or in the case 
ő its di̋̋erent products adapt to the chaňes in money market interest rates (Kopint 
Żoundation ̋or źconomic ResearchĽ źrzsébet żémĽ β00Ř). 

ObviouslyĽ the relevant literature in β00Ř cannot have seen the comiň ő the credit 
crisis and the credit dryiň up. HoweverĽ the pre̋erential conditions ő the Loans 
̋or żrowth Prǒram (the bǐ̌est advantǎes beiň ̋ ixed interest rate and achievable 
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loňľterm maturities) have manǎed to have a bene̋icial e̋̋ect on lendiň and 
borrowiň williňness (MesterľTóthĽ β01ő; KásaĽ β01ő). 

Figure 5. aims at summarisiň the ̌rowth rate ő the overall corporate and SMź 
sector loan stocks.  

 

 
 

Żǐure ő. 
The ̌rowth rate ő the overall corporate and SMź sector loan stocks 

Source: Huňarian Central Statistical Ő̋ice (HCSO)Ľ NBH 

Note: TransactionľbasedĽ SMź sector based on new data report as ő ̋ourth quarter β01ő 

The NBH prǒram positively streňthened interest rate ’stickiness’Ľ the Loans ̋or 
żrowth Prǒram became the leader-following model and it was streňthened by 
the ̋act that banks’ lendiň williňness and riskľtakiň is not independent ő the 
̋uture ő potential debtors’ interest rate burdensĽ which depends on interest rate 
levelsĽ interest rate risk and possible exchaňe rate risk (VonnákĽ β01ő). The Loans 
̋or żrowth Prǒram made these risks calculableĽ stableĽ measurable and clear by 
ő̋eriň stable loňľterm interest rate loans instead ő market loans. 

The Loans ̋or żrowth Prǒram has broǔht about a sea chaňe in domestic SMź 
sector lendiň. Statistical data show a breakiň trend in corporateĽ and thus SMźľ
lendiň processes. While earlier years had witnessed a Őľ6% loan stock shrinkiňĽ 
it has been practically stable since third quarter β01γĽ which can mainly be 
attributed to the Loans ̋or żrowth Prǒram (NBHĽ β01ő). The primary aim of the 
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Loans for Growth Program is to stop the negative tendencies in corporate 
sector lending, strengthening financial stability and decreasing the external 
vulnerability of the Hungarian economy. Shrinking credit supply hinders 
economic growth (NBHĽ β01ő). The Loans ̋or żrowth Prǒram is a wellľ
structuredĽ stroň prǒramĽ which can boost market lendiň as well. In this lǐhtĽ a 
̋ew questions arise ̋ or the ̋ uture: bankiň sector stabilityĽ ̌ iven the almost identical 
commission ̋ees and ‘stickiň’ interest mařinsĽ will be determined by the volume 
ő allocated credits aloňside an adequate cost manǎement. 

How will it fulfil its intermediary role needed for the proper functioning and 
growth of the domestic economy? What can commercial banks do (given, or 
instead of central intervention) for competitiveness? 

Banks need to carry out a significant expansion in the credit and investment 
market: besides exploring new markets they have to reduce their costs in terms 
of returns, they have to implement further consolidations and network 
reduction measures. Most importantlyĽ to ̋acilitate ̌rowthĽ by improved risk 
assessmentĽ trust must be streňthened: ̋or the SMź sector it can be promoted by 
bankiň market innovationsĽ better understandiň ő the sector throǔh structural 
and li̋ecycle assessmentĽ and improved demands provisions (MesterľTóthĽ β01ő). 

4 Shadow banking 
Many believe bankiň to be a complexĽ slowľtoľreact systemĽ which rather dictates 
conditionsĽ howeverĽ nowadays this in not the situation. InsteadĽ most banks attempt 
to eradicate this imǎe amoň their clients. This is aided by technolǒical 
opportunitiesĽ which are present in both the bankiň and ̋inancial sectors. 

Today competition does not lie in the amount of services, but rather in which 
bank in the market can provide the same service better, at a higher quality 
standard, in a more client-centred way. Competition and innovation must be 
accompanied by sa̋etyĽ which has to be observed by rěulators. 

The above view ő the bankiň system (parallel to ̋inancial technolǒical 
innovationĽ ő course) mǐht have contributed to the development ő a shadow 
bankiň system ľ in the present environment ő the ̋inancial sector –Ľ whichĽ 
accordiň to expertsĽ mǐht decide the ̋ uture ő the ̋inancial system (SzakályĽ KásaĽ 
β011). 

The name shadow bankiň captures the essence ő the underlyiň content well: a 
shadow is a dark area ő space created behind an illuminatedĽ nonľtransparent 
objectĽ whose shape and size depend on the illuminated object itsel̋. The ̋inancial 
interpretation ő the concept also re̋ers to thisĽ since it denotes uncertaintyĽ hard 
transparency and the complex structure which is characteristic ő the bankiň 
system but is lurkiň in its shadow. Shadow banking is nothing but a concerted 
credit intermediation structure that involves entities and activities outside the 
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regular banking system. Therefore, it refers to every credit supplying entity 
which operates outside the traditional banking sector, which is not bound by 
the standard of banking regulations, but whose participants do not enjoy 
central bank or investor protection assistance in case of crisis. 

Althoǔh the literature does not make the connectionĽ another element ő stable 
prőitability needed ̋or bankiň competition is an adequate quality commissions 
system relatiň to competitive ̋inancial trans̋er services. The shadow bankiň 
system that developed in the trans̋er services market aims at minimisiň 
commission incomeĽ althoǔh it has to connect to banks at the startiň and ̋inal 
points. The concept ő ‘shadow bankiň’ ̋irst appeared in the USA and its orǐinal 
interpretation covered the most important phenomenon leadiň to the β00Ř crisis. It 
was then when the major banks themselves – predominantly in the USAĽ but in other 
western źuropean countries as well –Ľ to bypass central bankiň rěulationsĽ created 
an unrěulated bankľlike extension systemĽ the shadow bankiň systemĽ thereby 
increasiň the vulnerability ő the bankiň system and – explicitly or implicitly – 
sovereǐn risks (SzěĘĽ β01Ő). 

These institutions and institution systems have created bankiň products and linked 
constructionsĽ by which they could bypass central bank and market rěulations. 
Only think ő mandatory capital maintenance requirements that mean costs ̋or 
commercial banksĽ says SzěĘ in his study (β01Ő). He also emphases that this way 
they wanted to combine the ̋reedom ő investment activities (at lower costs and 
hǐher prőit) with the state ̌uaranteed security ő commercial activities. They 
wished to avoid the rěulatory obstacles on commercial banks imposed by central 
banksĽ at the same timeĽ they intended to maintain the hidden state aid ő 
commercial banksĽ namelyĽ cheap insurance and state ̌ranted depositľtakiň 
monopoly. 

In this lǐhtĽ it is not surprisiň that while earlier crises were boǔht about by the 
loss ő trust ő individual moneyľsavers in banksĽ the β00Ř crisis was caused by the 
erosion ő trust amoň banksĽ since the development and operation ő the shadow 
bankiň sǐni̋icantly increased the riskiness ő the whole bankiň system. 

The thus de̋ined shadow bankiň system had already outweǐhed rěular banks in 
the preľcrisis USA. The process rose sharply in the β000s and a̋ter β00ő it chaňed 
up another ̌ear. The postľcrisis period witnessed a sǐni̋icant declineĽ yet in β01γ 
it still exceeded ő0%Ľ that isĽ the hal̋ ő total lendiň raňe (Figure 6.). 

It has to be acknowleďedĽ says SzěĘĽ that traditional shadow bankiň is 
concentrated in areas where ̌ iant banks outweǐh the ̌iven national economy – just 
like in the źuro zone. 
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Żǐure 6. 

Lendiň rate ő the shadow bankiň sector (%) 

Source: Author’s own compilation 

HoweverĽ today the term ’shadow bankiň’ does not re̋er to the extension system 
created by banksĽ instead it re̋ers to a complex ̋inancial services marketĽ with new 
participantsĽ new behaviours and the development ő new business models in the 
̌lobally trans̋ormiň transactional spaceĽ both in terms ő lendiň and trans̋er 
services. The above ̋actors are closely related to the ̋act that the most important 
technolǒical ̋eature ő in̋ormation technolǒiesĽ especially the internet – in 
contrast with the majority ő the Żordian industrial technolǒies – is 
decentralisation. The internet does not have a ‘master switch’ to control the 
network. MoreoverĽ there is no ̌overnment to stop itĽ or a jurisdiction to control it 
(TaylorĽ β00γ). HoweverĽ it is most őten the state assistiň the restriction ő 
competition. In̋ormation technolǒies – especially the internet – promote an 
enhanced (and őten unbridled) competition in almost every sector (HámoriĽ β01γ). 

 

Internet openness enhances competition in itsel̋. Since new internet companies (the 
so called startups) usually have very ̋ew physical products and short supply chainsĽ 
or they orǐinally ̋ocus on in̋ormation commerceĽ they can virtually be set up 
overnǐht.  

Low or nonľexistent entry barriers allow smaller local companies – usiň the 
internet as a distribution channel – to take part in global competition. This means 
that any small local entrant can pose a threat to existiň ̌lobal businesses by 
ő̋eriň newer and better services. HoweverĽ the other side ő the coin is that ̌lobal 
majors can endaňer the smallest local companies which have been dominatiň their 
local markets (HámoriĽ β01γ). Dominant global companies enter more and more 

segments of the ICT market leaving little space for smaller participants.  
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A typical example is collaborative ‘peerľtoľpeer lendiň’ or as it is called 
‘marketplace lendiň’. Since β010 in the USA the amount ő loans in this ̋orm ő 
lendiň has doubled every yearĽ but it is also rapidly increasiň in ChinaĽ Australia 
and the UK (Bethlendi & Vé̌h). 

At ̋irstĽ it spread in rěions marked by lack ő capitalĽ and in countries where there 
is a lack ő available assets or the economy is strǔ̌liň ̋or some other reason. 

A major advantǎe to ‘peerľtoľpeer lendiň’Ľ PβP systemľbased technolǒy is its 
ability to provide ̋or short and loňľterm ̋inanciň at lower than bankiň interest 
rate while at hǐher return rates.  

The Lendiň ClubĽ the bǐ̌est American PβP creditor has already executed several 
billion dollarsľworth lendiň. It is a clear sǐn ő showiň the success ő PβP. 
Restrictions have already been imposed: in the USA only lěally rěistered 
investors owniň a minimum ő 1 million dollars in ̋ree capital can take part in PβP 
lendiň. PβP is ̌enerated by unprecedently low interest rates and strict postľcrisis 
bankiň conditions. More sǐni̋icant are the spreadiň and development ő 
networks and collaborative systems. źlectronic systems e̋̋iciently eliminate the 
slow administrative and bureaucratic bankiň system. AlsoĽ they are ̋aster and 
cheaper and usually available βŐ/7. They connect lenders who have extra sources to 
invest and borrowers in need ő loans. 

The model works by individuals ̌iviň money into a common ̋und to satis̋y loan 
applications accepted by the system. The mechanism is similar to the one ̋ound in 
banksĽ howeverĽ it operates at lower costs. There̋oreĽ depositors usually enjoy a 
hǐher interest rate than in a bankĽ whereas the applicant usually pays a lower 
interest than when takiň out a bank loan. It is a risk ̋actorĽ howeverĽ that depositors 
are not protected under the ̌overnment’s depositľ̌uarantee scheme. At the same 
timeĽ the system contains several sa̋ěuards resultiň in a lower amount ő 
unsecured credit than in laře banks. The sole consequence ő nonľrepayment is 
beiň excluded ̋rom the system. HoweverĽ experience shows that there is less 
de̋ault in PβP than in bankiň systems (TóthĽ β01ő). 

The world economic crisis undoubtedly contributed to the development ő such 
systemsĽ howeverĽ the spread ő the internet was also a prerequisite. Collaborative 
lendiň still awaits the creation ő its lěal ̋ramework and lěitimate environment. 
Wherever the practice has spreadĽ lěislation monitors and tries to rěulate itĽ 
howeverĽ what a crisis situation would causeĽ remains to be seen.  Some believe that 
the existence ő the system was made possible by the American central bank cuttiň 
interest rates to near zero. NonethelessĽ as soon as the interest rate increasiň 
promised by the Żed běinsĽ PβP investors’ attention is likely to be directed towards 
new investment vehicles (TóthĽ β01ő). It was a somewhat surprisiň ̋act that banks 
were not bothered by the appearance ő PβP. Lendiň small loans to individuals and 
̋inanciň hǐhľrisk small enterprices seemed a rather nonľprőitable business. YetĽ 
todayĽ laře źuropean banks and investment bankiň houses overtly take part in the 
constitution ő investment ̋unds that invest in SMźs’ collaborative loans. The 
bǐ̌est collaborative creditors’ own severalľhundred pounds worth ̋unds become 
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passive acquirers ő collaborative creditors’ loans  (TĘzsde̋órumĽ 1Ř January β016Ľ 
11.Ő0 source: TŻ in̋ormation). 

The next ̋ǐure (7.) shows shadow bankiň development and ̌rowth in one ő 
źurope’s stroňest economiesĽ żermany. 
 

 
Żǐure 7. 

Structural developments ő żermany’s shadow bankiň system 

Source: źKBĽ Deutsche BankĽ β01ő 

Shadow banking activity plays a significant role in the economic-financial 
system, since a ̋ew ő its most important tasks are to  

 create additional ̋inanciň sourcesĽ  
 ő̋er alternative investment opportunities besides traditional bankiň 

practicesĽ and 
 ő̋er a riskľshariň instrument ̋or banks.  

The environment ő the ̋inancial sector as we know it today will be determined by 
the ̋uture expansion ő the shadow bankiň system. 

5 Summary – Will banks go out of fashion? 
As thiňs are todayĽ it is almost likely that in the ̋uture whenever we are in need ő 
a sum ő money we do not have at our disposalĽ it will be enoǔh to press a ̋ew 
buttons on a mobile application to access it within a ̋ew minutes (TóthĽ β01ő). The 
major economic trends are becomiň dominant in our livesĽ and banks also have to 
adapt to the chaňes (KarmazinĽ β01Ő). 

In his study ‘The Nature ő the Żirm’ Ronald Coase British economist asks the 
questions: Why do companies exist? Why isn't the world a sea ő individual 
contractors?  One ő Coase’s merits is statiň that usiň the market coordination 
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mechanisms has a cost. Thereby the concept ő transactional costs was born (KapásĽ 
β000). Market rěulations and coordination have their costsĽ it is di̋̋icult ̋or buyers 
and sellers to ̋ind each otherĽ i̋ everyone were individual participantsĽ an enormous 
amount ő time would be spent writiň up and observiň contractsĽ and so on.  
Companies are the alternative to marketsĽ and experience shows that they are a 
competitive alternative indeed. Based on Coase’s views and usiň the theories ő 
economyĽ ořanisational theory and law Williamson (1řřγ) created his sǐni̋icant 
theory: the market and an ořanisation di̋̋er aloň the ̋ive main catěories: 
incentivesĽ administrative controlĽ the level ő autonomous and cooperative 
adaptationĽ and the type ő applicable contract law (KapásĽ β000). 

Why are there still banks? Why can’t startľup companies take over lendiň? What 
we see is an extreme example ő market and corporate model competition. 
ApparentlyĽ the novel market space e̋̋iciently ̋ ul̋ils its roleĽ briňs tǒether buyers 
and sellers at lǐhtniň speedĽ transactions can easily be conducted in itĽ conditions 
can be adapted to the actual situationĽ it can maintain a balanceĽ and it can distribute 
and coordinate resources and capacities. In other wordsĽ the market model armed 
with its modern technolǒy has besiěed the corporate model. CoaseĽ howeverĽ 
would de̋initely call ̋or caution here. The battle is not over yet. The old always ̋ind 
it hard to adapt but certainly will not surrender their position. Used wiselyĽ the new 
technolǒy mǐht as well help them. We are in ̋or a ̋ew surprises (BĘ̌elĽ β016).     
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[β0] Kerekes M. (β01β):  A mǎyarorszá̌i kereskedelmi bankok 
jövedelmezĘsé̌ének és hatékonysá̌ának elemzése β00ő és β010 közöttĽ 
Doktori Értekezés tézisei. 
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értelmezésének különbsé̌ei – percepcióvezérelt szoľáltatások 
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