Interrelations of banking sectors of European economies as reflected in separate indicators of the dynamics of their cash flows influencing the formation of the resource potential of banks

The intrinsic peculiarity of the development of the world financial markets is their close interrelation and interaction, which is manifested in the respective change of the dynamics of cash flows of different sectors of the economies of separate countries. Alongside with this, the greatest manifestation of such changes happens in the course of the key stages of the economic development of both separate countries and the world financial markets on the whole. Such stages should be qualified either as periods of the accelerated economic development or, on the contrary, as periods of the economic recession under the influence of different problems, which naturally enhances the interest of the researchers, who study the dynamics of the cash flows of different sectors of the economies and markets, their interaction, as well as issues concerning the influence of institutional regulators of economic processes and various economic players
 on the dynamics of the cash flow.

One of the essential manifestations of the changes in the interaction of separate countries at the world financial markets, embraced by the spectrum of our analysis, is the dynamics of the incoming and outgoing cash flows of banks. It is accounted for by the fact that at the present moment banks play an important role, not only as the key economic players of economies of separate countries, but also as the crucial players and sources of resources at the world financial markets.  


The outgoing cash flow of banks is associated with bringing into effect active banking operations, where a significant role is allocated to banking transactions dealing with crediting, while the incoming cash flow embraces passive bank transactions, namely, bringing in resources, where a crucial importance is attributed to operations focusing on attracting the population funds to banks. With a view to this, banking operations dealing with bringing in resources, as well as operations focusing on issuing and serving credits may be regarded on the whole as the whole set of banking transactions having a crucial influence on the formation of the resource potential of banks – the potential granting the respective mode of functioning of banking institutions when viewed in the framework of the resource concept of their development
. Ultimately it is this fact that causes the necessity of the examination of interrelations of different banking sectors as reflected in separate indicators of the dynamics of their cash flows influencing the formation of the resource potential of banks.

Chiefly, the examination and analysis of the existing interrelations between various cash flows of banks are based on the study of the statistical estimates of separate indicators of the bank functioning, which do not exclusively reflect, but characterize and disclose the dynamics of the cash flows under analysis.  


Thus, S. Golovan, M. Evdokimov, A. Karminsky, A. Peresetsky regard the default models of Russian banks on the basis of the statistical analysis of different indicators of the dynamics of cash flow of banks
. 


Relying on the statistical analysis data in the change of bank cash flow dynamics,          A. Akhigbe, В. Casu, J. Williams
 study the efficiency of the banking activity.  

O. V. Vasyurenko, G. M. Azarenkova, N. J. Scannell conduct the research into the received financial results for the banking system of Ukraine with the help of the methods of statistical analysis in the change of bank cash flow dynamics
. 


Simultaneously, the research into the dynamics of the bank cash flow influencing the formation of their resource potential is regarded predominantly from the standpoint of the dynamics of bank credit and deposit cash flows. However, this approach does not take into account, leastwise, the weighted quantity of the shares of bank credit and deposit cash flows influencing the formation of the resource potential of banks. The necessity of taking such influence into consideration is stipulated by the fact that the weighted quantity of the shares of bank credit and deposit cash flows in the research of the dynamics of various bank cash flows can be viewed in the framework of taking due account of the risk of the dynamics change of the examined cash flows. 


Namely, if one views separate meanings of data series reflecting the dynamics of the different bank cash flows as a certain point in phase space, the resulting change of such data corresponds to the change of the bank positioning in the analyzed phase space. The positive changes in bank positioning in phase space characterize the positive change dynamics in the general dynamics of the respective bank cash flows, while the negative changes characterize the negative dynamics. Then the ratio of the change quantity, reflecting the dynamics of the specific bank cash flow, to the absolute quantity of bank positioning change in the analyzed phase space can be associated with the quantity of risk measure as to the general change of bank positioning, which coincides with the classical definition of risk measure
.


Supposing, two bank cash flows are analyzed that are respectively characterized by the two data series 
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. Then one can examine the two quantities of the risk measure of the respective positioning of the analyzed bank.  
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Thus, from the two initial data series 
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 that characterize certain bank cash flows, one can get two new data series 
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that reflect the quantity of risk measure in positioning the analyzed bank with the account of the dynamics change of the bank cash flows 
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. The similar reflections can be applied to other cash flows of both a separate bank and the whole set of those. In this case the research into the interrelation between different cash flows of the banking sector of the economy (or banking sectors of the economies of different countries) comes to the analysis of the interrelation between the data series, reflecting the quantity of the risk measure in bank positioning when viewed from the position of the respective cash flows.  


Particularly, the interrelation of the banking sectors of the economies of European countries as reflected in separate indicators of the dynamics of their cash flows influencing the formation of the resource potential of banks can be examined through the interconnection between the data series reflecting the quantity of the risk measure in positioning such sectors with regard to the respective cash flows. In this framework the economies of different groups of European countries will be investigated as the analyzed banking sectors of the economies. The above choice is grounded on the fact that the analyzed banking sectors must not only be interrelated on the level of economic relations, but must also be comparable, at least, as to the mentality of the development of economies of separate countries or, at least, from the position of the countries declaring the above mentality or aspiring to it. That is why it is also necessary to mention the necessity to single out separate groups of European countries, where it is expedient to examine, primarily, the group of the developed (Group 1) and the developing (Group 2) countries of Europe; the latter can consequently be split into two subgroups: the group consisting of the countries that used to make up the former USSR (Group 3) and the group of the other developing European countries (Group 4). 

Alongside with this in order to conduct the suggested analysis we will examine cash flows of the banking sectors of the economies of different countries, which characterize the dynamics of change of such banking activity indicators as: the demand volume addressed to the non-banking sector of economy and banks; the commitment volume to the non-banking sector of economy and banks; the volume of credits issued to the non-banking sector of economy and banks; the volume of resources drawn to the deposit accounts from the non-banking sector of economy and banks. In other terms, we have already got the changes of the analyzed cash flows of the banking sectors of the different countries of Europe. The chosen chronological period of 2000-2011 enables us to examine both the periods of the stable economic development and the periods of the crisis manifestation. A quarter has been set as a separate chronological period with a view to which various indicators of the development of banking sectors of the economies are analyzed (consequently, each data series contains 48 values). The respective data for the analysis were obtained from the official site Bank for International Settlement
.


Further on the most significant results reflecting the appearing interrelations of the banking sectors of the economies of European countries from the standpoint of the dynamics of separate cash flows influencing the formation of the bank resource potential are presented.

Chart 1 represents the calculations of the statistical estimates of the regressive relation between the separate analyzed cash flows of the banking sector of the economy for the group of the developed countries of Europe. 

	Chart 1

Statistical Estimates of the Regressive Relation Between the Separate Analyzed Cash Flows of the Banking Sector of the Economy Influencing the Formation of the Resource Potential of Banks (for the group of the developed countries of Europe)

	Independent variables
	β
	t(45)
	p-level
	R
	F
	p

	dependent variable 
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	ODN
	0,5320
	2,4074
	0,0202
	0,53
	8,6664
	0,0007

	DON
	-0,0057
	-0,0259
	0,9795
	
	
	

	dependent variable 
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	ODB
	0,5826
	2,5991
	0,0126
	0,70
	22,02
	0,0000

	DOB
	0,1337
	0,5964
	0,5539
	
	
	

	dependent variable 
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	ODN
	0,2717
	2,4408
	0,0187
	0,74
	27,52
	0,0000

	ODB
	0,5809
	5,2179
	0,0000
	
	
	

	dependent variable 
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	DON
	0,3369
	3,2539
	0,0022
	0,73
	25,32
	0,0000

	DOB
	0,5942
	5,7392
	0,0000
	
	
	

	dependent variable 
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	ODN
	0,3364
	3,0251
	0,0041
	0,72
	24,08
	0,0000

	DOB
	0,5248
	4,7183
	0,0000
	
	
	

	dependent variable 
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	DON
	0,2745
	2,6957
	0,0098
	0,75
	28,81
	0,0000

	ODB
	0,6329
	6,2147
	0,0000
	
	
	



For the analysis of the interrelation of the banking sectors of the economies of European countries (represented in Chart 1) as reflected in separate indicators of the dynamics of their cash flows influencing the formation of the resource potential of banks, the following quantity values of risk measures as to the bank economy sector positioning for the developed countries of Europe have been calculated:  
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 – the quantity of risk measure of positioning the banking sectors of the economies  that is related to the dynamics of change of credit cash flows and the cash flow reflecting the dynamics of change of assets of the banking sectors of the economies of the developed countries of Europe on the whole; 
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 – the quantity of risk measure of positioning the banking sectors of the economies that is connected with the dynamics of change of commitment of the banking sectors of the economies of the developed countries of Europe and the cash flow, reflecting the dynamics of volume change of the attracted deposits to the banking sectors of the economies of the developed countries of Europe from the non-banking sector of the economies of the examined countries;
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 – the quantity of risk measure of positioning the banking sectors of the economies that is related to the dynamics of the volume change of the attracted deposits to the banking sectors of the economies and the cash flow, reflecting the dynamics of change of commitment of the banking sectors of the economies of the developed countries of Europe to the non-banking sector of the economies of the examined countries;
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 – the quantity of risk measure of positioning the banking sectors of the economies that is connected with the dynamics of change of commitment of the banking sectors of the economies of the developed countries of Europe and the cash flow reflecting the dynamics of the volume change of the attracted deposits to the banking sectors of the economies of the developed countries of Europe from the banking sector of the economies of the examined countries;
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 – the quantity of risk measure of positioning the banking sectors of the economies that is related to the dynamics of the volume change of the attracted deposits from the banking sectors and the cash flow reflecting the dynamics of change of commitment of the banking sectors of the economies of the developed countries of Europe to the banking sector of the economies of the examined countries. 

As the data in Chart 1 show, the most significant are those models and their estimates which examine the influence on the dependent variable 
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on the part of the independent variables with the account of the choice of the differently directed quantities of risk measure of positioning the banking sectors of the economies of the respectively analyzed cash flows for both the banking and the non-banking sectors of the economy of the countries in question. In connection with this it can be claimed that the influence on the dependent variable 
[image: image28.wmf]KAV

 for the group of the developed countries of Europe is more essential from the viewpoint of the different quantities of risk measures of positioning such a group of European countries as to the banking sector of the economy. In other words, these are the quantities of risk measures connected with commitments to the banking sector of the analyzed group of European countries and, namely, the dynamics of change of the attracted deposits of the banking sectors that have the greatest influence on the dynamics of change of the quantity of risk measure of positioning the examined banking sectors, which is connected with the dynamics of change of their credit cash flows and the cash flow, reflecting the dynamics of change of the general assets of the banking sectors of the economies of the developed countries of Europe. Alongside with this such kind of influence is found positive, as well as the influence from the viewpoint of the quantity of risk measures that are connected with the commitments to the non-banking sector of the analyzed group of European countries. Therefore, the general positive interrelation of the banking sectors of the economies of the developed countries of Europe from the viewpoint of the dynamics of their cash flows influencing the formation of the resource potential of banks can be outlined.

However, as research has shown, the similar statistical estimates of the regressive relation between separate cash flows of the banking sector of the economy influencing the formation of the resource potential of banks for the group of the developing countries of Europe are not significant. The explanation for this fact is the lesser stability of the banking sectors of the economies for the group of the developing countries of Europe in comparison with the group of the developed countries of Europe. Therefore, the prospects of this research lie in the examination of the mutual influence on the previously chosen cash flows and the corresponding to them risk measures of positioning the banking sectors of the developing group of European countries taking into account the subdivision of this group into two subgroups (the group of the countries of the former USSR (Group 3) and the group of the other developing European countries (Group 4), see above). 


Chart 2 represents the most significant statistical estimates of the regressive relation between the separate examined cash flows of the banking sector of the economy influencing  the formation of the resource potential of banks for the group of the developing countries of Europe where
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 – the quantity of risk measure of positioning banking sectors of the economies that is connected with the dynamics of change of commitment of the banking sectors of the economies of European countries and the cash flow reflecting the dynamics of volume change of the attracted deposits to the banking sectors of the economies of European countries from the non-banking and banking sectors of the economy generally. 
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 – the quantity of risk measure of positioning banking sectors of the economies that is connected with the dynamics of the volume change of the attracted deposits to the banking sectors of the economies and the cash flow reflecting the dynamics of change of commitment of the banking sectors of the economies to the non-banking sector of the economies of the examined countries. 
	Chart 2

Statistical Estimates of the Regressive Relation Between the Separate Analyzed Cash Flows of the Banking Sector of the Economy Influencing the Formation of the Resource Potential of Banks  (for the group of the developing countries of  Europe)

	Independent variables
	β
	t(45)
	p-level
	R
	F
	p

	dependent variable 
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for group 2

	ODV for group 3
	0,5052
	4,5342
	0,0000
	0,66
	17,77
	0,0000

	ODV for group 4
	0,4314
	3,8719
	0,0003
	
	
	

	dependent variable 
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for group 2

	ODN for group 3
	0,0874
	0,6749
	0,5032
	0,51
	7,79
	0,0012

	ODB for group 3
	0,4888
	3,7747
	0,0005
	
	
	

	dependent variable 
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for group 2

	ODN for group 4
	0,2024
	1,5356
	0,1316
	0,47
	6,46
	0,0034

	ODB for group 4
	0,4426
	3,3587
	0,0016
	
	
	

	dependent variable 
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for group 2

	ODB for group 3
	0,5084
	4,5602
	0,0000
	0,66
	17,74
	0,0000

	ODB for group 4
	0,4370
	3,9204
	0,0003
	
	
	

	dependent variable DOV for group 2

	DOV for group 3
	0,5252
	4,8363
	0,0000
	0,69
	19,92
	0,0000

	DOV for group 4
	0,4317
	3,9758
	0,0003
	
	
	

	dependent variable DOV for group 2

	DON for group 3
	0,1006
	0,8040
	0,4256
	0,55
	9,55
	0,0003

	DOB for group 3
	0,5309
	4,2447
	0,0001
	
	
	

	
	dependent variable DOV for group 2

	DON for group 4
	0,2721
	2,0426
	0,0469
	0,45
	5,72
	0,0061

	DOB for group 4
	0,3703
	2,7798
	0,079
	
	
	

	dependent variable DOV for group 2

	DON for group 3
	0,5556
	4,9616
	0,0000
	0,66
	17,47
	0,0000

	DOB for group 4
	0,3865
	3,4518
	0,0012
	
	
	



As it can be drawn from the data in Chart 2, a more essential influence on the interaction of the banking sectors of the economies of European countries, as reflected in the separate indicators of the dynamics of their cash flows influencing the formation of the resource potential of banks, is made by the cash flow of the group of European countries referring to the former USSR. Alongside with this from the standpoint of the banking and the non-banking sectors of the economies of the developing countries of Europe the biggest influence is made by cash flows that are associated with the banking sector of the economy. In this case such influence always happens to be positive. 

However, if one takes into account the fact that for the developing countries of Europe on the whole statistical estimates of the regressive relation between the analyzed cash flows of the banking sector of the economy influencing the formation of the resource potential  of banks  are insignificant, then it should be stated that the positive influence of the similar indicators of the analyzed cash flows for the separate subgroups from the group of the developing countries of Europe in general is negatively reflected on the total statistical estimates of the examined quantities.

Thus, the presented above statistical estimates of the regressive relation between the separate analyzed cash flows of the banking sector of the economy, influencing the formation of the resource potential of banks point to the more stable formation of the resource potential of banks for the group of the developed countries of Europe, than for the group of the developing European countries. Moreover, an essential influence on the formation of the resource potential of banks is made by cash flows of the banking sectors of the economies of the examined groups of European countries. The above fact emphasizes the necessity to pay more particular attention both to the issues concerning the research of the dynamics of bank cash flows, and to the issues dealing with the regulation of the above dynamics on the part of the national regulators of the banking activity in general and particularly within the framework of specific banks.
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