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Fortis/ABN AMRO: 
When do bank mergers raise competition concerns?

Adriaan BROUWER, Kay PARPLIES, Elisa ZAERA-CUADRADO, ELKE GRAEPER, and 
Erika JAKAB (1)
On 3 October 2007, the Commission cleared 
the acquisition of certain assets of the Dutch 
banking group ABN AMRO by the Belgo-Dutch 
financial services group Fortis subject to divesti-
ture commitments. The acquired assets included 
most of ABN AMRO’s activities in the Nether-
lands (except certain large corporate customers) 
as well as its worldwide private banking and asset 
management business. This take-over formed 
part of the break-up bid for ABN AMRO by Royal 
Bank of Scotland, Banco Santander of Spain, and 
Fortis.

Even before the merger, the Netherlands was one 
of the most concentrated banking markets in 
Europe. The merger raised significant competitive 
issues because it combined two of the five larg-
est banks in the Dutch retail banking market. In 
commercial banking, the proposed merger would 
have brought together the first and fourth largest 
banks. Following the Commission’s first-phase 
investigation, Fortis offered to make divestiture 
commitments, which removed the Commission’s 
competition concerns.

The Fortis/ABN AMRO case concerned one of the 
few banking mergers with a Community dimen-
sion to have raised competition issues. The only 
phase II case in the sector, the proposed merger, 
in 2001, of the Swedish banks SEB and Fören-
ingssparbanken, was withdrawn by the notifying 
parties after the Commission had issued a State-
ment of Objections. We are therefore taking this 
opportunity to outline the analytical approach 
taken in the conditional clearance decision on 
Fortis/ABN AMRO. The following sections provide 
an overview of the Commission’s analysis of the 
main product areas affected by the merger: retail 
banking and commercial banking. For a more 
detailed insight, also into other product markets 
covered by the investigation, we refer to the public 
version of the decision, which is available on DG 
Competition’s website under case number COMP/
M.4844 Fortis/ABN AMRO (2).

(1) Directorate-General for Competition, units 02, D-1 
and D-4. The content of this article does not necessa-
rily reflect the official position of the European Com-
mission. Responsibility for the information and views 
expressed lies entirely with the authors.

(2) http://ec.europa.eu/competition/mergers/cases/deci-
sions/m4844_20071003_20212_en.pdf.

Product market definition

The Commission’s approach in product market 
definition largely followed previous decisions in 
the sector, such as COMP/M.2567 Nordbanken/
Postgirot and COMP/M.3894 Unicredito/HVB. 
Markets were defined on a product-by-product 
basis within three overall segments:

(i) retail banking (products supplied to private 
individuals),

(ii) corporate banking and

(iii) other financial services.

A further distinction was made in the corporate 
banking segment between large corporate cus-
tomers on the one hand and other commercial 
customers, including small and medium-sized 
enterprises (SMEs), on the other. These two cus-
tomer groups were found to belong to separate 
relevant product markets because large corporate 
customers require more complex products (e.g. 
bonds issues as opposed to loans) and have access 
to a wider range of international financial serv-
ice providers than SMEs, who depend largely on 
domestic branch-based banks.

However, there is no obvious single parameter 
by which companies can be designated as SMEs 
or large corporate customers. Individual banks 
segment the market in different ways, i.e. some 
international banks may target only blue-chip 
companies while others may also be interested in 
smaller corporate customers. The potential profit-
ability of customers may depend not only on their 
size by turnover, but also on other characteris-
tics that make them attractive (e.g. international 
activities). However, because Fortis was found 
to designate customers with a turnover of up to 
€250 million as SMEs and served them through 
local business centres, the acquisition affected 
this customer group in a distinct fashion. On the 
other hand, Fortis served customers with a turno-
ver below €2.5 million through its retail branch 
network. Therefore, the Commission concluded 
that banking products for commercial customers 
within this turnover range formed distinct rel-
evant product markets for the purpose of assess-
ing this particular concentration. However, this 
definition was specific to the Fortis case due to the 
characteristics of the Dutch market.
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Because all of the main financial service providers 
in Netherlands operate branch networks across 
the country, the Commission defined the relevant 
geographic market as national for both the retail 
and commercial banking markets.

Assessment
The main horizontal overlap between Fortis and 
ABN AMRO assets was in the supply of financial 
services to commercial customers and private 
individuals in the Netherlands.

Banking markets for commercial customers 
in the Netherlands
In its market investigation, the Commission 
found that the banking markets for commercial 
customers in the Netherlands could be charac-
terised as relationship markets in the sense that 
customers have an ongoing relationship with one 
or more banks through which products are pur-
chased. Current accounts and, to a lesser extent, 
loans form the most important ‘gateways’ through 
which a customer relationship is established and 
future sales are made. The customer relationship 
provides the bank with important information 
about a customer’s potential profitability, such as 
income, wealth and risk profile. There is generally 
an asymmetry in the information available to the 
customer’s incumbent bank and to competitors 
about these competitive parameters. The asym-
metric information makes it more difficult (and 
thus costly) for banks to attract customers from 
competitors. Setting a lower price to attract cus-
tomers may result in an adverse selection where 
incumbents retain (through appropriate incen-
tives) the most profitable customers (e.g. SMEs 
with a low bankruptcy risk, heavy users of profit-
able products, etc.) and where the new entrant col-
lects the less profitable business. The asymmetric 
information problem, together with customers’ 
general inertia (reluctance to go through the trou-
ble of switching banks), leads to relatively low cus-
tomer turnover and only modest shifts in market 
shares over time.

In setting their prices and conditions, competing 
banks thus face a trade-off between competing 
aggressively to grow quickly and, alternatively, 
focusing on extracting revenue from their exist-
ing customer base. The incentive for the latter 
increases as a bank’s market share (existing cus-
tomer base) rises. Concentration levels are thus 
likely to be correlated, at least to some degree, 
with market power.

The market for banking products for commercial 
customers in the Netherlands was highly concen-
trated prior to the merger. Four banks, Rabobank, 

ABN AMRO, ING Bank / Postbank and Fortis 
Bank, together controlled more than 90% of the 
Dutch commercial banking market, when meas-
ured by main banking relationship. Through the 
proposed acquisition, Fortis’ market share would 
have increased from less than 10% to more than 
40% for banking services for commercial custom-
ers measured by main banking relationship and 
even higher for a number of specific commercial 
banking products. Overall market concentration 
measured by the Herfindahl-Hirschman Index 
(HHI) would have increased from approximately 
2600 to more than 3000. The Commission’s mar-
ket investigation also showed that fringe competi-
tors, such as Friesland Bank, SNS, van Lanschot 
and GE Artesia, were not regarded as viable alter-
natives by most customers.

Given the economic characteristics of the mar-
ket (such as high barriers to entry and expansion, 
information asymmetry), Fortis/ABN AMRO’s 
high combined market share in excess of 40% and 
the substantial increase in the concentration level 
(HHI) raised concerns that effective competi-
tion would be significantly impeded. The serious 
doubts were confirmed and further reinforced by 
additional evidence about Fortis’ competitive role 
and its market positioning collected during the 
Commission’s Phase I market investigation.

One would have expected that Fortis, as the small-
est of the main banks, had an incentive to be an 
active competitor in the market aiming to expand 
its market share (rather than maximising returns 
from the existing customer base). Because of the 
competitive characteristics of the commercial 
banking market (asymmetric information about 
the risk profile of potential customers), such mar-
ket share expansion can progress only slowly. In 
addition, one would have expected Fortis to employ 
both price and non-price strategies in attracting 
customers. The Commission’s market investiga-
tion confirmed that this had indeed been the case. 
In contrast to the retail banking market, where 
Fortis’s brand image was comparatively weak, 
Fortis’s commercial customers considered it as 
more likely to compete aggressively on price than 
the other banks. This strategy, which was also rec-
ognised by a number of external market studies, 
had enabled it to progressively increase its mar-
ket share among commercial customers, despite 
the substantial barriers to entry and expansion. 
Fortis’ incentive to compete for increased mar-
ket share was likely to diminish after the merger, 
which would have transformed it from challenger 
to market leader.

In addition, the investigation also found that For-
tis and ABN AMRO were close competitors with 
similar strengths, in particular among companies 
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with international activities and in the products 
required by this customer segment. ING had a 
similar profile, whereas Rabobank’s most cited 
strength lays in its local presence. Conversely, the 
lack of international reach was Rabobank’s most 
quoted weakness. Due to the sunk costs involved 
in setting up a branch network and because of the 
asymmetric information problems inherent to the 
market, barriers to entry were found to be particu-
larly high in SME banking. For example, progres-
sive entry via online banking is generally not pos-
sible for potential competitors. Finally, there were 
no indications that commercial customers had any 
countervailing buyer power vis-à-vis the leading 
banks. On the contrary, the small and medium-
sized companies in this product segment largely 
depend on the domestic banks for their financing. 
They would have been left with very limited choice 
post-merger.

The Commission hence concluded that the acqui-
sition raised serious competition concerns in the 
market for banking services supplied to commer-
cial customers. Fortis addressed the Commission’s 
concerns by offering to divest the Hollandsche 
Bank Unie (HBU), a subsidiary of ABN AMRO 
focusing on commercial customers, together with 
a number of local commercial banking offices 
in the ABN AMRO organisation. The size of the 
divestiture package exceeds the competitive over-
lap in the affected product markets, thus ensuring 
the viability of the divested business and allowing 
for possible customer attrition in the divestiture 
process. To ensure that the divested business can 
be a viable competitive force on the Dutch market, 
the remedy package requires that the purchaser 
must be an international bank with a brand rec-
ognition comparable to Fortis pre-merger.

Banking products for private individuals 
(retail banking)

Like the commercial banking sector, the Dutch 
retail banking market was already highly concen-
trated pre-merger. The four leading banks (ING, 
Rabobank, ABN AMRO and Fortis) controlled 
more than 90% of the market and the pre-merger 
HHI was above 3000. However, Fortis held only 
a small market share (below 10%). A fifth com-
petitor, SNS Bank, operated on a similar scale to 
Fortis. Thus, unlike in the commercial market, 
the acquisition only slightly increased the concen-
tration level. The merger involved the third- and 
fourth-largest banks in the Netherlands (with 
Fortis being a distant number four in terms of 
market share). With a market share in current 
accounts below 25%, the merged entity remained 
the third largest player in the Netherlands after 

ING/Postbank and Rabobank. In particular, the 
increase in HHI remained near the ‘safe harbour’ 
threshold — 150 — set by the Commission’s Hori-
zontal Merger Guidelines. Apart from the three 
market leaders (ING/Postbank, Rabobank and 
Fortis/ABN AMRO), there remained one addi-
tional competitor, SNS Bank, with a market share 
and branch network comparable to Fortis pre-
merger. The market shares as measured by the 
number of ATMs, which constitute an important 
barrier to entry, were similar to the relative size 
of the branch networks and the market shares in 
retail banking.

In contrast to the commercial banking markets, 
Fortis’s market share in retail banking had not 
changed significantly over the previous three 
years. The results of the market investigation also 
did not indicate any consistent pattern of cus-
tomer switching from the major banks to Fortis. 
Finally, the market investigation did not indicate 
that Fortis and ABN AMRO were closer substi-
tutes in the overall retail market to each other 
than to any other universal bank. It appeared that 
ABN AMRO had a reputation of catering to ‘mass’ 
affluent clients whereas Fortis’ market positioning 
was influenced by the fact that its Dutch retail 
division originated from the acquisition of a sav-
ings bank positioned towards the lower end of the 
market.

Apart from looking at current accounts, the Com-
mission also conducted a separate analysis of 
the remaining retail banking product markets, 
including savings accounts, consumer loans, 
mortgages, mutual funds and private banking 
services. Because market power for many retail 
banking products is primarily at the distribution 
level (as opposed to the product generation level), 
competitive conditions were similar to the current 
accounts market, albeit with product-specific var-
iations. For example, there had been significant 
new entry into the Dutch consumer loan market 
in recent years. In mortgages, independent mort-
gage brokers represented an important distribu-
tion channel, which provided additional opportu-
nities for new entrants without an existing branch 
network. In general, the Commission’s investiga-
tion showed that there had been more new entry 
in the retail banking segment than in commercial 
banking, and competitors other than the Big Four 
banks played a more important role.

Based on the prevailing market structure, the 
market’s competitive characteristics and Fortis/
ABN AMRO’s relative market positioning, the 
Commission hence concluded that no competi-
tion concerns would arise in the retail banking 
markets.
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Outlook
The Fortis/ABN AMRO case provides an interest-
ing case study of the Commission’s assessment of 
mergers in the banking sector. In the two main 
product areas affected, the investigation led to 
opposite conclusions — serious competition 
 concerns in commercial banking, no concerns 
in retail banking. To arrive at this conclusion, 
the Commission collected extensive empirical 

 evidence in Phase I, before concluding that there 
were competition concerns in commercial banking, 
but not in retail banking.

The substantial divestiture commitment accepted 
by the Commission includes a number of safe-
guards, including an up-front buyer clause and 
stringent purchaser requirements, to ensure that 
the competitive conditions prevailing pre-merger 
are restored.


