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Abstract

The Global Financial Crisis unleashed changes in the operating and regulatory environments
for large international banks. This paper proposes a novel taxonomy to identify and track
business model evolution for the 30 Global Systemically Important Banks (G-SIBs).
Drawing from banks’ reporting, it identifies strategies along four dimensions —consolidated
lines of business and geographic orientation, and the funding models and legal entity
structures of international operations. G-SIBs have adjusted their business models, especially
by reducing market intensity. While G-SIBs have maintained international orientation,
pressures on funding models and entity structures could affect the efficiency of capital flows
through the bank channel.

JEL Classification Numbers: G15, G21, L21, F39.

Keywords: International banks, Business model, Bank performance, Global Financial
Stability, Regulation

Author’s E-Mail Address: jcaparusso@imf.org, ychen@imf.org, pdattels@imf.org,
reoel@imf.org, paul.hiebert@ecb.int

! The authors acknowledge helpful comments from Nina Biljanovska, Ljubica Dordevic, Will Kerry, Paola Morales,
Mustafa Saiyid and Tomohiro Tsuruga. Some results first appeared in the IMF’s October 2017 Global Financial Stability
Report, and the authors are grateful for early feedback from several members of the IMF’s Monetary and Capital Markets
Department.

©International Monetary Fund. Not for Redistribution




Contents Page
L INEPOAUCTION ...ttt e ettt e e et e e e et e e e e e e tae e e e eeaaaeeeeeeaaaeeeeeasseeeeennenas 4
I1. Business Model TaXONOMIES .......ccueeueruieriieieriieniieieetesteete ettt ente st sbe e siee et eeeeseeseeenee 6
A. Building the Framework—Lines-of-Business and Geographic Orientation............. 7
B. International Business Model Structures............cccoecevieveniienieneeiienieneeeseeeeen 10
II1. How Has the Global Financial Crisis Reshaped Bank Business Models?......................... 13
A. Business Model RESPONSE........cccuieruiieiieriieeiienieeieeseeeiee sttt seeereeseeeseeseneennees 14
B. International FOCUS ........c.eiiiiiiiiiieciiecee ettt e e raeesre e 19
IV. Emerging Pressures on International Banking Models ............cccoecuvevieniiinienciienienieee. 21
A. International Wholesale Banking Model: Challenged.........c..cccccociniininiincnennne. 21
B. International Consumer Banking—Lower Profitability than
DOMESTIC TNCUIMDENLS. ... oot e e e e e e e e e e e eaaaeeeeeeeeeaeaaas 23
V. CONCIUSION ..ttt ettt ettt et e st e bt et e saeesbe et e eneenbeennesnnens 24
RETEIENICES ...ttt ettt ettt enees 31
Figures
1. G-SIB Global Market Shares ...........ccocuieiieriiirieiieeie ettt 4
2. Four Dimensions of Business Model Framework ... 6
3. Classification of Business Models from Line-of-Business Revenue MiX........cccccceevvveeeen... 8
4. G-SIBs Line-of-Business Strategies: Revenue by Business Lines..........ccccceeevvevcveencneeenne. 8
5. Classification of Geographic OTI@NTAtION .........cccueeeiieriiiiiieniieeiierie ettt 9
6. G-SIBs Geographic Orientation: Revenue by Geographic Region .........c.cccoeeevvevciieenneenne. 9
7. Business Models: Line-of-Business Strategy and Geographic Orientation.............cccc.... 10
8. International Business Models Mapped to Wholesale and Retail ............cccceevveeiiiennnnnne. 11
9. Selected G-SIBs: Customer Focus and Funding Model .............cccoociiiiiiiiiiiniiiieee, 12
10. Liabilities Mix—Foreign Bank Branches and Subsidiaries............ccoccvvevviienciieniieeninenns 12
11. Selected G-SIBs: Degree of SubsidiariZation ............coceeevveeriiriiienieeiienie e 13
12. G-SIBs: Return on EQUILY .....cccviiiiiiiiiiiieie et saee e e e senee e 13
13. Profitability Dynamics by Business Model and by Line of Business............c.ccccceevvennnen. 15
14. G-SIBs’ Line of Business Revenue Mix, 2005—07 versus 201618 ..........cccoevvvvvvveennennn. 15
15. G-SIBs: Migration between Business Model during the Post-Crisis Period..................... 16
16. Line of BUSINESS TTENAS. ...c...eiiiiiiiiiiieiieeie et 16
17. G-SIB Strategic Stabilization: Sharp Slowdown in Aggregate Growth and
1N ACquISTHIONS aNd DIVESTUIES ...c.uviieiiiieiiieeiieeeceee ettt e erere e e et eesee e e aeeessaeessaeeesnseeenns 17
18. G-SIB Market Risk INtENSILY .....cccvieiiiiiiieiieeiiesiie ettt 18
19. Share of G-SIB Assets in Each Profitability Range..........c.ccooovveeiiiiniiiiiiieeeeeeees 18
20. G-SIBs: Measures of Internationalization ..............ccoceevuerieriiiienieneeieneeseeeeeeese e 20
21. Intra-Group Transfers by US Offices of Foreign Banks...........ccccccoeeiiieniiiiniiiinieeeieen, 21

©International Monetary Fund. Not for Redistribution


Underline


