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Discussion on Power and System Reform of
Full service Banks in West Germany

Hironori YAMAGUCHI
contents : introduction

1. Finance Market and Full Service Bank

2. Neutrality of the Deutsche Bundesbank

3. Competition and Concentration in Bank business
4. Nationalization and Socialization of Banks

5. Reform of Full Service Bank System
conclusion

The theme of this paper is to estimate the power of full service
banks (Universalbanks...banks, which treat commercialbank and
investmentbank business together) in West Germany in relation to
the discussion of banks during the last 70 vears.

I have already written on the point of conflicting interests, inside
the full service banks and the relation between these big banks and
large corporations. So in this paper, I will concentrate on the
problem with the following two points. One is the power of banks
over national economy in West Germany and the other is a discussion
on bank system reform in recent years.

My conclusion in this theme is, that full service banks in recent
times have relatively strong power over the economy. Of course,
nowadays its do not use a controlling power over large corporations.
But one can not underestimate its power through universal business
{credit, brokers and dealers activity), particularly through the issue of
official honds (Bundesanleiekonsortium). The dependence of the
capital market on the money market is one result of this mechanism.
But it’s most important function, in my opinion, is to manage
{balance) the potencial earnings from the credit and the investment
departments.

-
o
.-
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Since the discussion on the nationlization and socialization of futl
service banks has diminished from popular thinking, the reform of
bank system becomes more important. Its central peint is the
regulation of the corporation shareholding by banks. Ther are many
suggestions for its upper limit (5, 10, 25 9 of the corporation’s capital)
from many critics and official institutions.

If it is realized, it will be an historical precedent for the reg-
ulation of the economic power of full service banks in West Germany.
But if it is not realized, it will occur through further discussion of bank
power in the future.
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