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Are the Largest Financial Institutions Really ‘Global’?

Introduction


The process of economic opening that has characterized countries from China to Argentina in the 1990s and early 2000s has led to pronouncements of global strategic intent by virtually all of the Fortune 500 and Fortune Global 500 (including non-US) firms in recent years. Likewise, in the financial services industry in particular, advances in technology (particularly the Internet) have pushed the leading financial service providers to offer their services globally through electronic channels. With all of the superficial evidence demonstrating a globalization of these firms’ strategies, just how global is the reality? This article describes the strategies of ten major financial service providers with global intentions, demonstrating that none of them is very global at all (with the possible exception of HongKong Bank), and yet each has some fully global reach through electronic channels. The article also analyzes the strategies in search of models that may prove viable in enabling financial service providers to compete successfully against rivals in international markets.

In addition to the pressure to globalize, firms such as JP Morgan-Chase, Barclay’s Bank, UBS, and Merrill Lynch are facing a simultaneous pressure to be “financial supermarkets”, providing commercial banking, investment banking, and insurance services to their clients. This ‘bancassurance’ (or ‘allfinanz’) model has been asserted as a necessary direction for leading financial firms since the mid-1990s, though almost ten years later the only firms committing major resources to all three segments are Citigroup, ING, Allianz, and Deutsche Bank. And in all four cases, analysts have made strong arguments for divestment of one or more of the three business segments to improve performance of the firm since the construction of its allfinanz structure (Fairlamb 2002; Economist, 2001).

As its main goal, this paper seeks to answer several related questions.  For ten major multinational financial services firms, what is the geographic scope of their business, and how significant are their international activities? How extensively are bancassurance models being utilized, and is there any evidence that such financial supermarkets are the wave of the (near) future? What is the stated intent of the firm’s leaders in each case, such that a global or regional strategy may be pursued? And finally, what conclusions can we draw about the feasibility and also the likelihood of seeing truly global strategies in these firms in the 2000s?  Thus, our emphasis is on the global-ness of these institutions, but the simultaneous question of product/service diversification must be considered as well.

One of the building blocks of a successful strategy is the development of areas in which the institution can achieve superior performance relative to its rivals. These key activities, or core competencies, range from superior quality of service in some financial activity such as money management, to superior geographic distribution of services. For example, Citigroup and HSBC (HongKong Bank) have much more extensive networks of retail affiliates than any other financial institutions worldwide. These networks allow the two institutions to provide superior point of sale dealings with clients worldwide, or at least in many of the important markets around the world. The services that require direct contact with clients are better provided by an institution with a wider extension of affiliates, and these two possess more than twice the number of office locations than their nearest competitors. In the retail banking business in particular, this is a huge advantage. In other services such as underwriting of securities, on the other hand, this may not be an advantage at all. Successful strategy requires identification of the market segments to be served, and in this industry that choice leads to greater (retail) or lesser (corporate) need for extensive affiliate networks.


Another area of competitive advantage is the ability to provide a broad scope of financial services to clients. Given the global move toward an allfinanz or bancassurance model, grouping commercial banking, investment banking, and insurance under one roof, the institutions that can really be financial supermarkets – or actually full-service financial providers – may have an advantage over rivals. Clearly Citigroup has accomplished this positioning in the United States, though equally clearly the firm has not yet done so in the rest of the world. Similarly, the German insurance company, Allianz, became an allfinanz institution when it consolidated its holding in Dresdner Bank, merging the two entities in 2001. Allianz has a more extensive international extension of its combined banking+insurance services than Citigroup, although it is not the market leader outside of the insurance business in any country. The Dutch firm, ING, likewise has become a full-fledged allfinanz institution, with its world-leading life insurance business (including Aetna in the US), its major international investment banking business (including the acquired business of Barings), and its commercial bank.


One more source of competitive advantage, that may enable an institution to outcompete rivals in the market, is the ability to provide superior service to corporate clients. This service, however, may be defined as being in corporate banking, securities underwriting, risk management, advising on mergers and acquisitions, or a combination of all of these items. In fact, the ability of an institution to be the leading provider of corporate financial services probably will produce more than one viable model in which an institution can gain supremacy. At present, it could be argued that Goldman Sachs, as well as Citibank with Salomon Smith Barney, along with a small number of others, have built core competencies in this field in the US and Europe. The two questions that the firms have to answer are: Are these competencies sustainable?; and if so, what are the building blocks needed to create the competencies?


These core competencies are only suggestive of the kinds of bases on which international financial services providers can build sustainable strategies in the 21st century. Using a review of what ten of the leading firms are doing today, it may be possible to extract some lessons for them and their key competitors. It may be helpful to consider the competitive directions of the ten selected institutions in a broad way, before looking at each of them individually. In terms of the functional scope of their activities, they line up this way:

Table 1 – Functional Scope of Major Financial Services Firms

	Institution
	Insurance as % 
of total business
	Investment banking as % of total business (includes stockbrokerage)
	Commercial banking as % of total business

	Citigroup
	9
	10
	global consumer-50, corporate-31

	HSBC
	-
	corporate, investment banking-39
	Commercial banking-23, personal fin. service-34, private banking-4

	Allianz-Dresdner (1)
	61
	-
	39

	Mizuho Group
	-
	69
	31

	UBS
	-
	52
	48

	Merrill Lynch (4)
	-
	99
	1

	Deutsche Bank (2)
	20
	33
	47

	Fidelity Investments
	1
	99
	-

	ING Group
	54
	10
	36

	Goldman Sachs
	0
	100
	0


Sources: Investex, plus:

(1) Credit Lyonnais Securities – Allianz report

(2) BHF BANK REPORT – Deutsche Bank

(3) Prudential Financial, company report

(4) Interest and dividend accounted for 52% of 2002 revenues; asset management and portfolio services fees, 14%; commissions, 14%; principal transactions, 10%; investment banking, 9% and other, 1%. (Global Access company report)


From this account, it is clear that the institutions in question have a fairly wide variety of distribution of their activities, with most focusing on investment and commercial banking. The two traditional insurance companies are moving toward that model, although insurance still dominates their total portfolios. The question still remains: which model(s) are viable? And the answer requires a more careful examination of the businesses of each institution.


Looking at the institutions from another perspective, how extensive are their operations geographically? The next table shows this distribution.

Table 2 – Worldwide Number of Branches or Offices

	
	
	
	Abroad

	Institution
	Total
	Home
	US
	Europe
	Japan
	Other Asia
	Elsewhere

	Citigroup
	4511
	981
	home
	566
	899
	79
	1986

	HSBC (UK)
	8711
	1765
	946
	2916
	6
	952
	2186

	Allianz-Dresdner (Germ)
	1506
	
	
	
	
	
	

	Mizuho Group
	737
	675
	8
	5
	home
	27
	4

	Deutsche Bank (Germ)
	1418
	389
	148
	771
	5
	79
	26

	UBS (Switz)
	422
	319
	40
	61
	2
	-
	-

	Merrill Lynch
	750
	693
	home
	26
	6
	18
	7

	ING Group (Neth.)
	436
	40
	69
	182
	7
	93
	45

	Goldman Sachs
	43
	16
	home
	10
	1
	7
	9

	Fidelity Investments
	135
	88
	home
	21
	1
	18
	7

	Institution
	Total 
	Home
	US
	Europe
	Japan
	Other Asia
	Elsewhere


Sources: Company Web sites; analyst reports. Disaggregation for Allianz-Dresdner was not available.

This distribution shows clearly that these institutions are mostly domestic in terms of their market-leading activity, with a few exceptions.  (If the European firms are viewed as having Europe as their ‘home’ market, then only Citibank, HongKong Bank, and Goldman Sachs are the exceptions.) This should not be overly surprising, since until the 1990s, domestic financial service provision was largely limited to domestic firms in almost every country around the world. Although it is not obvious from the table, in the investment banking area the leaders in the US and Europe are largely the same institutions. Thus, the table somewhat overstates the non-international scope of these firms, since major investment banking activities such as underwriting of securities tend to be concentrated in New York, London, and Frankfort – so that a small number of overseas affiliates does not necessarily mean a limited amount of international activity.

Broad Strategic Directions of the 10 Institutions
Citigroup

Since the merger with the Travelers’ Insurance and Salomon Smith Barney in 1998, Citi’s expansion policy has been aggressive, ranging from major industrialized markets to emerging markets. The expansion mostly has been limited to retail banking and credit card business through mergers and acquisitions (e.g., acquisition of Banamex to become banking leader in Mexico in 2002). The institution’s global corporate division is presently committed to major expansion in corporate banking and insurance business as well.  Travelers property/casualty insurance business was spun off to shareholders in 2002, and now Citi focuses on life/health insurance, which is more compatible with other banking products. To avoid multiple branding, the names of its affiliates now begin with Citi. The company has also decided to drop ‘Salomon’ from the name of its investment bank wing, which is called Smith Barney from 2002. The century-old name will slowly be phased out to become Citigroup Corporate & Investment Bank in the future. 

For Citigroup to demonstrate success as a leader in allfinanz, but particularly in universal banking, and to sustain its long-term reputation, it will have to emerge from the crisis of confidence in 2002. The bank was hit with a number of accusations of conflict of interest between investment bankers and research analysts, with helping Enron to set up shell corporations that enriched individuals at the corporation’s expense, and with a handful of other criticisms that hurt the credibility of the institution (Bianco and Timmons 2002).
HongKong & Shanghai Banking Corporation (HSBC)


HSBC Holdings plc is the second largest banking and financial services organization in the world (Currie, Cockerill, Morris 2001), with its headquarters in London. The group’s international network comprises about 6,500 offices in 78 countries and territories in Europe, the Asia-Pacific region, the Americas, the Middle East and Africa. HSBC is the brand name for all of its financial services which include personal, commercial, corporate, investment and private banking; trade services; cash management; treasury and capital markets services; insurance, consumer and business finance, pension and investment fund management; trustee services; and securities and custody services.
 The global network was formed from organic growth in Asia, plus major acquisitions in the other regions, including Midland Bank in the UK, Republic, Marine Midland, and Safra Banks in the US (along with Household Finance Corp in 2003), Bamerindus in Brazil, Banco Edwards in Argentina, and Grupo Financiero Bital in Mexico.

The bank has about half its $569 billion in assets in the developing world, making it particularly vulnerable to the emerging market crises that have shaken financial markets since Mexico’s 1995 peso crisis (Barham 2001). The bank has aggressively moved from traditional commercial banking into dynamic areas of wealth management and consumer finance.  The group formed an ambitious joint venture with Merrill Lynch to offer online banking and brokerage services to all its clients in private banking, especially to accommodate the changing risk profile of its younger clients in Asia. This Internet-based service was subsequently dismantled in 2002.
Allianz-Dresdner


The Allianz Group, known as Allianz-Dresdner from January 2002, presently operates in over 70 countries, mainly through subsidiary companies, with the corporate headquarters in Munich, Germany. Its clientele exceeds 60 million people and firms, including more than half of the Fortune 500 companies. More than 57% of its revenues come from abroad and more than two-thirds of its employees are in its foreign offices. The company ranks twenty-fifth among the largest companies of the world and is also the word’s second largest insurer.
 Allianz-Dresdner has $1.38 trillion in total assets, and $708 billion of assets under management as of December 31, 2001. The group’s core business stems through three distinct dimensions of protection (property and casualty insurance), provision (life and health insurance, and also private pension) and performance (asset management). 


When the proposed merger plans between Deutsche Bank and Dresdner Bank (Germany’s number 1 and 3 banks) were not fruitful, Allianz agreed to purchase Dresdner. It already owned 20% of the shares of Dresdner. By purchasing the remaining 80% interest it did not already own in Dresdner Bank for $20.6 billion, it became a financial conglomerate in insurance, asset management, and banking as the combination of the world’s second-largest insurer and Germany’s third-largest bank (Platt 2001. The group also became the world’s fourth largest financial services supermarket (Capon 2001). The deal also helped Allianz to give up cross shareholding. The mutual swaps of shares between Munich Re and Allianz for those of Dresdner and HypoVereinsbank has ironically resulted in another allfinanz institution between those other two partners.


Allianz has traditionally focused on the retail sector and on institutional lending and insuring. With the acquisition of Dresdner Bank, the combined group has taken on the wholesale investment banking business, which appears to extend the firm into an area of less capability and interest. For this reason, it may not be surprising to see Allianz spin off or otherwise dispose of the Dresdner Kleinwort Wasserstein investment banking division in the future.
 A retail stockbrokerage division would fit well into the Allianz model, but securities underwriting and M&A do not appear to be a good fit.

Merrill Lynch


Merrill Lynch is the largest US-based stockbroker firm, and it ranks as one of the top three in most areas of investment banking, from underwriting corporate bonds to corporate finance. Merrill has over 700 offices in the United States, and another few dozen overseas. The firm employs about 56,000 people (as compared with Morgan Stanley’s 60,000 and Goldman Sachs’ 16,000), the largest group of whom are retail financial advisers. Merrill has approximately 14,000 advisors in the US and 2,000 overseas. 


Merrill has built its business combining retail stock brokerage with corporate investment banking in almost equal measures. While the vast majority of employees work in retail brokerage, Merrill’s earnings are split 46-45% between the retail and corporate businesses (with investment management that serves both segments making up the other 9%). The firm’s strategic intent is to become the world’s leading wealth management company, managing assets for both retail and institutional clients. 

Mizuho Holdings

Mizuho Holdings Financial Group (MHFG) became a bank holding company by combining the Dai-Ichi Kangyo Bank, the Fuji Bank and the Industrial Bank of Japan in September 2000. The name ‘Mizuho’ means new, bountiful and rich harvest of rice. The three-way merger invited the terms of reference godzilla and dinosaur to describe the new institution because of its size, measured by assets valued at $1.3 trillion (Rafferty 2000). The business model of the world’s largest financial institution describes its trust, securities, consumer banking and corporate banking divisions as its four pillars.
Like other Japanese banks, Mizuho will have to concentrate on strengthening its domestic operations before launching a renewed international offensive. Such a policy will imply scaling down its current international presence and creating strategies for forming strategic alliances with foreign partners in international banking (Rowley 2000). The formation of Mizuho reflects the process of realignment in the Japanese banking industry as three other such alliances have also taken shape in Bank of Tokyo-Mitsubishi, Sumitomo Mitsui, and UFJ (United Financial of Japan). All four institutions could be global firms based on their size. But their ability to compete with their European and US counterparts remains suspect due to the problem of the enormous amounts of non-performing loans that each one faces in Japan.
 

United Bank of Switzerland (UBS)


UBS is the world’s leading provider of private banking services and one of the largest asset managers globally. UBS Group was formed in 1998 through the merger on equal terms of two of the largest Swiss banks, Union Bank of Switzerland and Swiss Bank Corporation. UBS is present in all major financial centers worldwide, with 1500 offices in 50 countries employing 77,201 people, 41% of whom are in Switzerland and 39% in the Americas. UBS manages $US 1.47 trillion of invested assets for clients worldwide. 


UBS operates four core businesses. UBS Wealth Management and Business Banking consists of the world’s largest private banking business and also Switzerland’s largest corporate banking business. UBS Global Asset Management is a leading institutional asset manager and mutual fund provider, with invested assts of $US 403 billion, offering a broad range of asset management services and products to institutional and retail clients across the world. UBS Warburg operates globally as a major securities and investment banking firm. And finally, UBS Paine Webber, one of the top US wealth managers, which became part of the UBS Group in November 2000. Its distribution network of 8,535 financial advisors manages over $US 464 billion of invested assts providing sophisticated wealth management services to affluent clients.

Deutsche Bank


Deutsche Bank was historically the largest commercial bank in Europe, until the 1990s. When HongKong Bank moved its headquarters to London from Hong Kong, it surpassed Deutsche in assets and other measures of size. Deutsche has been involved in all areas of commercial and investment banking, and through the related Munich Re, has also been heavily involved in insurance. As a result of the deregulation in Germany and in Europe, competition has grown much more intense, and Deutsche Bank has decided to move into a more focused profile, emphasizing investment banking and corporate commercial banking.  This has meant an effort to put all of its retail branches into a joint venture with Dresdner Bank. The so-called Deutsche Bank 24 was going to be a combination of these banks’ retail and Internet businesses to expand through Europe. When the Deutsche-Dresdner merger was called off in 2001, the retail strategy likewise was derailed.

The acquisition of Bankers Trust in 1999 gave Deutsche Bank a credible, domestic US equities franchise, with established reputation in a number of sectors, especially high yield and equity underwriting. (BT had merged with the well-established Alex Brown two years before).  Thus, Deutsche Bank has a two-region major presence (Europe and North America), but its activities in Asia are extremely limited, and its emerging market business is likewise not as large as those of the major competitors such as Citigroup and Allianz-Dresdner.
ING Group

ING (Internationale Nederlanden Group) is the world’s largest life insurer as well as a major commercial bank and asset manager. The firm is headquartered in the Netherlands, though as with most Dutch multinationals, well over half of ING’s business is outside of the home market. The insurance business outside of Holland is led by the US affiliates, which were primarily the acquisitions of Aetna Life Insurance and Reliastar Insurance. ING has 50 million private, corporate and institutional clients in 65 countries and a staff of over 110,000 people. The group was formed from the merger of Nationale-Nederlanden insurance company and NMB Postbank Groep in 1991.


ING has a core competency in building life insurance operations in emerging markets. Including the ventures begun in China and India in 2001, ING operated 16 such start-ups worldwide. Given that this kind of insurance is new to many emerging markets consumers, the opportunities for growth are very large. ING is currently the largest life insurance company in Latin America (due largely to the acquisition of Aetna), with major affiliates in Mexico, Brazil, and Chile.

Goldman Sachs

Goldman Sachs is the largest investment banking organization that is not affiliated with a commercial bank or other non-bank entity such as a retail stockbrokerage. The firm is frequently listed as a global leader in investment bank rankings, particularly as the Best Investment Bank in M&A and the Best Investment Bank in equity issue (List, Platt, Rombel 2000).
 While not located extensively throughout the world, Goldman does have a major presence in London and Frankfort, as well as in Tokyo and Hong Kong. The firm has 45 offices in 20 countries worldwide, with approximately 23,000 employees worldwide, of which over 90% work in the US.


Goldman’s strategy remains focused on advising and seeking financing for large corporations, as well as investing in businesses that it believes can be resold for large profits.  The firm also is competing with commercial banks in the personal trust business, based upon its brand recognition and global reach. Its wealthy clientele accounts for more than 40 percent of the Forbes 400 richest Americans (Winokur 2000).  Goldman is not involved in the insurance sector, and not at all in retail commercial banking, making it the most specialized of these major financial firms.  Despite its few non-US locations, Goldman is consistently ranked as a top-three investment bank in all major financial centers worldwide.
Fidelity Investments

Fidelity is a privately held company (Fidelity Management and Research, FMR) that began as a mutual fund manager in 1946. Today, Fidelity is the world’s largest mutual fund management company, with over $US 900 billion under management. The firm offers more than 300 funds and has over 17 million customers. It is also the largest provider of 401(k) retirement accounts in the United States. Fidelity has offices in 70 US cities and in 20 other countries.

During its entire history, Fidelity has used telecommunications as a core distribution channel for its services. This began with the telephone and with management of enormous databases of account information, and continued with Internet-based services and information management. In the past few years, Fidelity has made a strong move into discount securities brokerage, currently placing the firm second to Charles Schwab in this market segment in the US. The Internet is Fidelity’s principal distribution channel for this business. And Fidelity’s 17 million mutual fund investors are a captive audience for this additional service.  Fidelity is certainly the least-global of the firms studied here, in terms of offices and clients, though its investment portfolio covers the entire world.
Some Lessons from These Financial Services Strategies


The sketches presented here are far too limited to offer a very clear picture of either the industry’s future look or of any individual firm’s overall strategy. Surely each of the firms will take advantage of opportunities that arise unexpectedly, and may lurch into or out of insurance products, for example. Or one or another of the institutions will decide to build a much larger foreign presence. In any event, opportunistic behavior will shift the panorama probably as much as the main contextual drivers – deregulation and technological advances.


One of the most notable lessons to draw from the foregoing commentary on ten major financial service providers is that essentially none of them is truly global in the year 2003. Citigroup is quite widely spread with its commercial banking activities, but is very weak in Asia and in most parts of Europe, not to speak of most emerging markets. Likewise, HongKong Bank is quite strong in Asia but is relatively weak in the United States and the Americas in general. And both of these groups are extensive with their commercial banking businesses, while relatively limited in their investment banking and insurance activities outside of the home market and a small number of others. The largest investment bank (Merrill Lynch) is essentially a US phenomenon, with almost no foreign presence outside of London and Tokyo. The leading insurers (Allianz and ING) are, like Citi and HSBC, strong in their domestic markets and a few others, but generally fairly weak at the global level. In sum, there is plenty of room for globalization of this industry.


If we consider the firms on the basis of their regional income generation, this regional orientation is more clear.

Table 3 – Regional Distribution of Income
	
	North America

(% of income)
	Europe

(% of income)
	Asia

(% of income)
	Total income (in billions of US$)

	Citigroup
	69.00%
	7.00%
	18.00%
	$15.30

	HSBC
	13.20%
	39.50%
	47.60%
	$10.51

	Mizuho
	21.18%
	7.10%
	72.03%
	$42.03

	Deutsche Bank
	24.21%
	66.87%
	7.17%
	$57.81

	UBS
	32.00%
	62.00%
	6.00%
	$24.59

	Merrill Lynch
	90.63%
	1.84%
	7.29%
	$3.76

	ING Group
	51.69%
	34.16%
	9.13%
	$81.10

	Goldman Sachs
	60.65%
	21.46%
	19.18%
	$3.25

	Allianz Group
	20.20%
	75.00%
	4.80%
	$132.52

	Fidelity
	n.a.
	n.a.
	n.a.
	n.a.


Sources: All data are from the companies’ annual reports for 2002.


Clearly, according to Professor Rugman’s criterion of regional presence as being 20% or more of the firm’s global activity (He actually uses sales, rather than income. Cf. Rugman & Verbeke, 2003.), none of these institutions is truly global (i.e., significantly present in all regions). On the other hand, seven of them are bi-regional at present, and HSBC and Goldman Sachs are close to achieving tri-regional or global status. This is quite striking in contrast to the stated global orientations of Citibank and Allianz in particular, where each of these institutions has claimed a global intent – with the reality falling far short.


As far as business segments are concerned, it appears that the leading model for the large financial service providers is based on a commercial banking organization with insurance and investment banking appendages. While Goldman Sachs remains an outlier from this model, the rest of the organizations are building in this direction.
 The insurance companies in particular have moved away from pure insurance to offer commercial banking services and to build asset management businesses beyond just the management of policyholders’ wealth (in the case of life insurers). In fact, it appears that the property/casualty or life/health insurance segments will not be viable alone for the large providers: in order to stay competitive, they will have to follow the ING and Allianz models to build major commercial banking businesses, or perhaps major asset management businesses. Insurance products are too narrow as financial services, so the major competitors will not be able to pursue such a limited market segment.


When looking at the generic strategies of these very large institutions as described by their leaders, it is apparent that none of them does or intends to base its strategy on cost leadership. This is probably not surprising, but it means that the firms must look for other ways to differentiate their services from each other. Typically, in the services sector, key points of differentiation are possession of existing client relationships, high-quality services, and availability of services. These certainly are targets of the firms described here. Proprietary skills are a logical source of competitive advantage for providing high-quality service, but that alone is not likely to be adequate as a basis for competing for any of these major firms. In sum, given that financial services have historically been highly regulated and largely domestic, the challenge is clear to all that: (1) in the deregulated market, better service is needed to create a viable image or brand; and (2) cross-border business will grow greatly, and thus major competitors will need a strategy(ies) for extending their services more globally. The question is how to accomplish this.


The main competencies that the firms appear to be developing and promoting are: management of broad-scope services, including all three branches of financial services; offering of broad distribution geographically, with offices in many locations and use of the Internet to reach clients in the “any time, any place” context; differentiated quality of service, which seems to be based on the people-skills of key personnel; and perhaps the capability to manage the process of growth through acquisition. These are not the only core competencies in the industry, but they are almost all found in every one of the key competitors today. A sketch of the core competencies of each of the ten firms is shown below.

Table 4 -- Core Competencies of 10 Global Financial Service Providers

	Institution
	Core competency
	Geographic context (presence of $US 1 billion or more)
	Key competitors (1)

	Citigroup
	Global retail distribution; world leader in foreign exchange, project finance, cash mgt.; offers full array of allfinanz products
	US, UK, rest of Europe, Asia, Mexico, 
	Bank of America; HSBC; Santander; Deutsche Bank, JP Morgan Chase, Merrill Lynch

	HSBC
	Global retail distribution;

Leader in securities underwriting in Asia
	UK, rest of Europe, US, Asia; China; 
	Citigroup; Santander; Barclays, Citigroup, Lloyds TSB

	Allianz-Dresdner 
	Leader in property insurance
	Germany; rest of Europe; US; Latin America; Asia
	Bayerische Landesbank, Commerzbank AG, Deutsche Bank

	Mizuho Group (2)
	Leading lender in Japan
	Japan, Europe, Asia, US
	BOT-M; Mitsubishi Tokyo Financial, Sumitomo Mitsui, UFJ holdings

	UBS
	Equity underwriting; leader in Europe
	Switzerland; rest of Europe; US, Asia
	Credit Suisse, Citigroup, Deutsche Bank

	Merrill Lynch  
	Largest US retail stockbroker network;
	US, Europe, Japan, other Asia
	Goldman Sachs; Citigroup; Morgan Stanley

	Deutsche Bank  
	Leader in bank lending and bond issue in Europe; world leader in risk mgt.
	Germany, other Europe, US, Asia
	Allianz-Dresdner, Citigroup, Credit Suisse

	Fidelity Investments
	World leader in mutual fund management
	US
	Templeton; Magellan; Charles Schwab, Merrill Lynch, Vanguard Group

	ING Group
	Leader in life & health insurance policies
	Netherlands, Belgium, EU, US, Asia
	Allianz, AXA, Citigroup

	Goldman Sachs
	Top-ranked underwriter globally for stocks and bonds; world leader in M&A
	US, UK; Asia
	Morgan Stanley; Merrill Lynch; CSFB


Notes: 

1. Top three competitors as identified by Hoovers in the company profiles.

2. For Mizuho Group – the competitors listed are for Mizuho Holdings, Inc.

Methodology: Hoover’s list of competitors is not computer-generated based on SIC codes. Instead, their editors handpick companies that are pursuing the same customers.

Sources: compiled by the author from company Web sites, analyst reports, periodicals.

Interestingly, a main conclusion that may be drawn from the table and the descriptions of the ten financial service providers is that they are in many ways “non-competing groups.” That is, they compete with each other in one business or another, but each has a core business or two in which the other major competitors are not present. HongKong Bank has an extensive retail branch network through Asia, which is not even subject to competition from most of these rivals. Mizuho’s commercial banking franchise in Japan is hardly touched by the others. ING’s life and health insurance business is not significantly opposed by any of the other firms here, nor is Allianz’s property/casualty insurance business. None of these business segments is a monopoly – in every case local competitors actively challenge these leaders for clients and market share. But the ability to be a global (or at least large, international) competitor in financial services seems to depend on the ability to carve out a unique market segment from those served by the international rivals.

At the same time, it should not be ignored that the firms are competing for the business of multinational firms, which seek out funding, insurance, and other financial services wherever it is most convenient. With this group of clients, the ten major financial services providers are competing to some extent around the world – though even in this context the competition tends to be limited in locations, mostly occurring in London, New York, Tokyo, Frankfort, and Hong Kong.


There is no doubt that, as long as business cycles do not converge completely across the globe, inter-regional diversification of activities will provide stability to the firms able to build such business. This opportunity is one that all ten firms are seeking, mostly through aggressive strategies of acquisition in other regions. HSBC, Allianz, Deutsche Bank, ING, and UBS all have taken significant stakes in the US market, with only Mizuho trailing in that group. On the other hand, all of the US firms have been building major European bases (other than Fidelity), although Merrill Lynch and Goldman Sachs are much more active in London than elsewhere outside of the United States.  
Citibank and Hong Kong Bank are the most widely spread leaders in [mostly retail] financial services around the world. Other providers such as Fidelity and Mizuho are very small competitors outside of their home countries. It is somewhat misleading to see how most of the firms do have a significant presence in Asia (See Table 2.); for some this means Japan only, and for others a concentration in Hong Kong. And likewise, it appears that the firms are all active in Europe; but within Europe it is clear that the banks and insurance companies emphasize distinct market segments and countries.

There is plenty of opportunity for these firms to expand their horizons, and perhaps the key lesson is that expansion across geography presents fewer severe challenges to their core competencies than attempts to expand across financial services.  The regulatory barriers that kept commercial banks and insurance companies from entering new markets have been eliminated or greatly reduced in many countries during the past two decades, giving these footloose service firms the opportunity to move into attractive markets literally around the world.  Although progress in establishing truly global organizations has not been too rapid, all of the firms in our sample have established important presence in London and New York, and the logical direction would be for all to operate as well in Tokyo, Hong Kong, and Frankfort, the other main international financial centers of the world.  By no stretch of the imagination, however, could these financial firms be considered ‘global’ in the same sense as IBM, Coca-Cola, Sony, or Nestle.
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