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Financial Institutions

▪ Financial Institutions

▪ Corporations involved in monetary transactions

▪ E.g. banks, insurance companies, trust enterprises, holding firms, National Bank

▪ Bank

▪ Corporate Bank

▪ Profit-oriented 

▪ Tasks like deposits, loans, currency exchange, investments

▪ National Bank

▪ Holds sovereign position 

▪ Macroeconomic duties

▪ E.g. Österreichische Nationalbank (OENB), European Central Bank (ECB)

Beck, T., & Demirgüc-Kunt, A. (2009, May). Financial Institutions and Markets across Countries and over Time. World Bank Policy Research Working Paper, 4943.



Banking Fees

▪ Charged for special services the customer consumes with fixed amounts charged

▪ Can mostly be determined by banks themselves

▪ Taxes

▪ Enforced by the government

▪ Without immediate benefit return

▪ E.g. Gains Tax (in Austria 25% on earnings based on capital)

▪ Interest

▪ Cost of borrowing money

▪ Defined by a rate

▪ Key interest rates specify reference rates

Wikipedia Contributors. (2020, March 16). Bank Charge. Retrieved from Wikipedia, The Free Encyclopedia.: 
https://en.wikipedia.org/w/index.php?title=Bank_charge&oldid=945866347 (2020, March 27)



Modern Developments

▪ Number of bank employees and branches decreases

▪ Financial institutions raised capital reserve and reduced complex trading models
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European Banking Federation. (2019). Banking in Europe: EBF Facts And Figures 2019. Brussels: European Banking Federation.
Bankenverband. (2019, January 18). Kreditinstitute Und Bankstellen. Retrieved from Bankenverband: 
https://bankenverband.de/statistik/banken-deutschland/kreditinstitute-und-bankstellen/ (2020, April 12)



Digitalization Of The Banking Industry

▪ Traditional banks are forced to restructure their business models

▪ Usage of internet enabled cost reduction and profit enhancement possibilities

▪ Customers benefit from convenient services
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▪ FinTech (Financial Technology Industry)

▪ Provide financial services based on technological 

innovations

▪ Operate in areas like finance and investment, 

payment, data security and monetization

▪ Startups (N26, Klarna) and BigTechs (Google, Apple) 

enter the market

▪ Increasing competition for traditional banks

Schueffel, P. (2016). Taming The Beast: A Scientific Definition Of Fintech . Fribourg, Switzerland: Journal of Innovation Management.
Rabe, L. (2020, January 17). Anteil Der Nutzer Von Online-Banking In Europa Nach Ausgewaehlten Laendern 2019. Retrieved from Statista: 
https://de.statista.com/statistik/daten/studie/4102/umfrage/online-banking-in-europa/ (2020, March 26)



Automation Of Banking Processes

▪ Replacement of human labor by machines

▪ Providing easier and more convenient services

▪ Advantages when it comes to data-based procedures

▪ Computers establish themselves as decision makers in areas like lending 

evaluation and factoring

▪ E.g. ATMs, online banking, various payment methods

▪ Self-service models

▪ Services independent of direct employee involvement

▪ Possibly reduces marginal costs per interaction (depending on demand effects)

Campbell, D., & Frei, F. (2009). Cost Structure, Customer Profitability, and Retention Implications of Self-Service 
Distribution Channels: Evidence from Customer Behavior in an Online Banking Channel. Boston: Harvard Business 
School.



Banks‘ Monetary Structure

▪ Income Structure

▪ Net interest income represents largest part of income streams regardless of type of bank

▪ Amount of noninterest income grew since 2008 (in Austria about 10% in 2017)

▪ The existing literature differentiates fees and commission, trading and other noninterest income

▪ Revenues based on fees and commission represent almost 70% of noninterest income (about 26% of total income)

▪ Differences between bank types and ownership structures (e.g. investment banks with less net interest income)

▪ Cost Structure

▪ Decreasing cost due to staff and branch reduction

▪ Increasing fixed costs provoked by technological assets

▪ Additional investments in Research & Development

Kok, C., Mirza, H., & Pancaro, C. (2017). Macro Stress Testing Euro Area Banks' Fees And Commissions . Frankfurt: European Central Bank.
Campbell, D., & Frei, F. (2009). Cost Structure, Customer Profitability, and Retention Implications of Self-Service Distribution Channels: Evidence from Customer 
Behavior in an Online Banking Channel. Boston: Harvard Business School.



Determinants Of Banking Fees

▪ Interest Rates determine net interest income, therefore impact the flexible and stable revenues based on fees 

and commission → Key interest rates

▪ Market competitiveness and industry concentration

▪ Revenues based on charges in the recent past

▪ Stock market returns

▪ Economic and financial cycle, resp. real GDP growth

Vozková, K., & Teplý, P. (2018). Determinants Of Banking Fee Income - Does Market Concentration Matter. Prague: Prague Economic Papers.
Kok, C., Mirza, H., & Pancaro, C. (2017). Macro Stress Testing Euro Area Banks' Fees And Commissions . Frankfurt: European Central Bank.
Dvorák, P., & Hanousek, J. (2009). Paying For Banking Services: What Determines The Fees. Prague: Charles University/ CERGE-EI.



Banking Fees In Europe

▪ Italy (High fees) 

▪ Italian banking industry is volatile due to huge amount of distressed dept

▪ Net interest income declined compared to 2011, while banking fees generally 

increased

▪ Banking Fees are relatively high, which can be explained partially by the 

already defined determinants 

▪ Netherlands (Low fees)

▪ Dutch banking industry is dominated by three major banks (ING, Rabobank, 

ABN Amro)

▪ The “Big Three” operate less than 800 branches in 2019 (ERSTE Bank in 

Austria has about 1,000)
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Iona, A., Leonida, L., & Silipo, D. B. (2015). The Banking System And Savings Allocation In Italy. In A. Mammone, E. G. Parini , & G. A. Veltri, The Routledge Handbook 
of Contemporary Italy: History, Politics, Society (pp. 285-292). Abdingdon: Routledge.
DeNederlandsche Bank. (2015). Perspective On The Structure Of The Dutch Banking Sector. Amsterdam: DeNederlandsche Bank.



Conclusion

▪ Consideration of more than two factors is crucial, in order to evaluate the issue critically

▪ Economic Cycle and GDP growth rate

▪ Development of key interest rates

▪ Adoption of new technologies by customers

▪ Market competitiveness 

▪ The characteristics of banks’ income structure lead to extreme developments regarding 

charges

▪ New technologies involve cost reduction as well as additional expenses

▪ Complex products with corresponding fees make comparisons and evaluations complicated
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