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Research question

I What drives the size and location of EU banks foreign activity ?

I Quantitative assessment of �scal and regulatory motives



Empirical approach

I Top 20 EU banks country-by-country reporting data of their
foreign activity here

I Lists of countries and juridictions with lenient tax and
regulatory framework here

I Gravity equations on turnover here



CBCR data

I From January 2015 under the CRD IV, �nancial institutions of
EU member states are required to disclose information about
their activity with third country in which they have an a�liate

I 20 large EU banks from 7 EU countries : BBVA, BNPP,
BPCE, CA, Commerzbank, Credit Mutuel, Deutsche Bank,
HSBC, ING, Intesa Sao, KfW, Lloyds, Nordea, Rabobank,
RBS, Santander, SG, Standard Chartered, Unicredit.

I Foreign a�liates activity

I Cross-section for the �nancial year 2015

I Turnover, employees, pro�t or loss before tax, tax on pro�t or
loss and public subsidies received.

I Focus on turnoverijk



Table: Descriptive statistics at the bank level

Bank Nbr. of Foreign Domestic Foreign Domestic
partner turnover turnover employees employees
countries Mean Max Mean Max

BBVA 21 788 6983 6785 4926 38499 32903
BNPP 62 461 4950 14305 2009 17973 56981
BPCE 58 81 2548 19118 200 2796 91232
Barclays 37 520 8488 21090 2181 31221 48622
CA 39 222 2790 9021 870 10348 37559
Commerzbank 10 298 1086 8082 938 6251 33925
Crédit Mutuel 15 185 1203 13535 864 7071 65828
Deutsche Bank 55 330 6307 10510 1006 11368 45757
HSBC 57 782 14079 13602 3760 33062 44559
ING 34 331 3123 5185 1121 9645 14586
Intesa Sao 28 154 780 19323 969 5035 61243
KfW 1 21 21 551 22 22 556
Lloyds 7 85 128 21780 157 316 87652
Nordea 16 495 2605 2893 1420 8288 6957
RBS 43 58 763 15161 634 14567 64567
Rabobank 38 108 1461 8873 313 3989 35041
SG 65 208 1710 12097 1232 16005 51612
Santander 33 1222 11720 5551 4676 44957 29838
Standard Chartered 57 234 2774 2736 1499 19731 1853
Unicredit 23 503 3452 9252 3168 17653 47865



Descriptive statistics at the country level

I 135 active partner juridictions/ countries.

I 30% have only one foreign a�liate

I In turn, some countries attract many foreign a�liates : US (19 banks), Germany, Luxembourg,
Switzerland (17 banks)

I Lots of zero in the dataset !



The ZERO information

I The absence of activity in a country/ juridiction is an
insightful information

I How to deal with logs of zero ?

I Poisson pseudo maximum likelihood (PPML)

I Three samples :

1. Unbalanced sample of 135 partners * 20 banks
2. Balanced sample with 135 partners * 20 banks including 0

activity
3. Balanced sample with 236 partners * 20 banks including 0

activity



List of countries and juridictions

I No universal list : FSI, OECD, UNCTAD, EP, EC, GAO,
FTSE, IMF, BIS, EU investigations ⇒ Which one ?

I Out of 135 partners, 29 are classi�ed in one list at least ⇒
which juridiction appears in most lists ?

I Bahamas, Panama and Cayman Islands recorded in 9 lists
I Bermuda : 8 lists
I Isle of Man, Jersey, Guernsey or Monaco : 7 lists.
I 9 banks have some activities in Jersey, 8 in Monaco and 7 in

Guernsey or Mauritius

I Cut o� of TH status above a presence in N lists

Back to RQ1



Intermediate sample



Large sample

I Preliminary evidence that �scal consideration play out in
foreign activity of EU banks



Consistent with �ndings on BOP data (Lane and
Milesi-Ferretti, 2016)

Financial Centers used as pass-through juridictions : letter-box
companies (SPE) and pro�t shifting



To do list

1. How to address suspicions of misreporting ?
I KfW present in one country only. In fact activity reported only

by its banking branch
I Lloyds : only 7 countries.

2. Disentangle the motivation behind tax considerations and
regulatory arbitrage

3. Other controls

4. Expand the data set


