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Transformation of Serbia’s Banking Sector:  
Ownership Structure and Growth of Balance  
Categories, December 2003 – March 2006

1. Introduction1

The transition of the Serbian economy is without doubt spearheaded by the banking system. 
The process started in 2001 when the country had close to 90 banks. Over the next two years, 
the number was halved: some banks were liquidated, including four major ones (Beogradska 
Banka, Beobanka, Jugobanka and Investbanka), some merged with others, and the remainder 
were privatized. By end-2003, the number was reduced to 40 banks. At present, 35 banks are 
operating in Serbia (including two Kosovo banks): 18 are foreign-owned, 12 are state-owned, and 
seven are private banks in which domestic residents have majority shares. The banking system 
and the way it functions have undergone such sweeping changes that the process, though not yet 
complete, is so far advanced that it is now irreversible. 
To analyze Serbia’s banking system, QM selected the balance items and data (when available2) it 
believes best reflect the quality of bank operations. 
Assets include: 

- Lending to banks, including all inter-bank lending for liquidity purposes;
- Lending to clients, including all credits (short- and long-term, dinar and foreign exchangea)) 
banks grant to their clients – households, enterprises and government. This balance item best 
illustrates banks’ basic operations.
- Securities, including all securites held by banks until maturity or traded by banks on the 
financial market (most securities relate to FFCDs, but QM does not have their repayment 
structure). 

 Liabilities include: 

*1The author wishes to thank Kori Udovički and Vuk Đoković for their suggestions and comments, and Jasna Dimitrijević for 
her assistance in analyzing the data. 
1 Detailed information on individual banks may be found at www.fren.org.yu where their balance sheets are presented in 
comparable and user-friendly format.
�  The sources are the balances of individual banks posted on the NBS web site. In QM’s view, they are not sufficiently conducive 
to analysis as the majority of balance items are not disaggregated. For instance, there is no data on maturity or the currency 
structure of items such as liabilities to clients and other banks, which would have enabled a more detailed and better analysis. 
Nor is bank capital disaggregated, i.e. the structure of capital according to origin is not shown (profit and recapitalization, which 
has been intense in foreign banks since the NBS began appreciably raising the reserve requirement on foreign borrowing. 

The rapid growth of the financial sector in Serbia calls for more light to 
be shed on the process and its effects. To this end, QM has analyzed the 
quarterly balance sheets of banks posted on the web page of the National 
Bank of Serbia. The data shows that the growth of the banking sector is 
driven by banks which appeared here as greenfield investments back in 
2001 or 2002. Moreover, new lending by only three banks in this group 
accounts for over 50% of the growth of credit activity in the Q4 2003-
Q1 2006 period. At the same time and with only one exception, the 
volume of business of banks that remained in state ownership declined 
appreciably over the period. Also noteworthy is that foreign ownership 
of a bank proved to be a stronger magnet for deposits than foreign 
borrowing1.

Jelena Ždrale*

a) Foreign exchange loans here 
refer to fx-indexed credits as 
the regulations do not allow 

granting of fx credits to the non-
government sector. 
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- Liabilities to banks, including all dinar and foreign exchange liabilities toward other banks, 
both at home and abroad; 
- Liabilities to clients, including all deposits (short- and long-term, dinar and foreign exchange) 
of households, enterprises and government;
- Capital, including share and other capital, reserves and accumulated profit/loss. 

Since details on the composition of bank capital in Serbia are unavailable, QM will not attempt an 
in-depth analysis, and will instead draw conclusions based on the observed behavior of individual 
banks. The commercial banks’ balance is discussed in the section on monetary policies in Trends 
where the tables present data obtained by aggregating the original balances of individual banks. 
But, because the original balances are differently aggregated, discrepancies appear in the figures. 
For instance, total deposits (enterprises, households and government) amounted to 7.2 bn euros 
in March 2006 (Table L3-1) whereas the figure in the monetary policies section is 4.9 bn euros. 
This is due to several factors: somewhat different capture, the fact that there is no consolidation 
in Table L3-1, and that items in the commercial banks’ aggregated balance are more often than 
not shown in net terms, i.e. without separation of assets and liabilities. Nonetheless, QM believes 
comparison of performance based on unconsolidated data can be useful. 
All the banks have been divided into two major groups according to their ownership structure: 
domestic and foreign.  Domestic banks include majority state-owned banks and those in which 
domestic private persons have majority shares. In dependence on the way in which they entered 
the Serbian market, foreign banks are classified into two groups: greenfield banks and other 
foreign banks. There were two ways in which foreign banks could set up business in Serbia. First, 
the bolder among them responded to the then NBS Governor’s warning that there would be a 
limited period during which greenfieldb) licences would be issued (there have been no greenfield 
entries since 2002). The second way was to buy an existing bank in which either the state had a 
majority share or were in domestic (or off-shore) private ownership. Table L3-3 gives a survey of 
the movements in the ownership of banks that currently operate in Serbia during the Q4 2003-
Q1 2006 period. 
Table L3-2 analyzes bank operations in the same period. The first column shows the balance 
structure of banks grouped according to ownership in December 2003. In the other columns, 
the banks are grouped in accordance with ownership in March 2006, the assumption being that 
there were no changes in this regard from December 2003 to March 2006. Table L3-3 shows the 
balances of selected banks whose operations are pertinent to this analysis. 
The main characteristics of the Serbian banking system’s balances are presented in Table L3-1. 
The available data clearly indicates the vigorous growth of the system. The balance sum and 
lending to clients doubled from Q4 2003 to Q1 2006, while deposits rose even faster. As the 
financial markets in Serbia are poorly developed, investment in securities is negligible, while 
the movements of banks’ required reserves with the NBS and repo operations reflect the central 
banks’ efforts to sterilize the excess liquidity.c) 

b) These banks did not buy a 
domestic bank but opened a 

representative office in Serbia 
followed by branches. 

c) See article on Monetary Flows 
and Policies in Trends.
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Table L3-1. Serbia: Unconsolidated Sum of Commercial Banks’ Balance Sheets, Selected 
Items, 2003–2006

Source: NBS.
1) Converted into euros at the NBS mid-rate on the last day of the month.
Note: Although there are 37 banks in Serbia since March 2006, the balances of 39 feature here as the balances of two banks 
have not yet been consolidated with the balances of their new owners (Nacionalna štedionica-banka a.d. Beograd and its 
new owner EFG Eurobank a.d. Beograd; and Jubanka a.d. Beograd and its new owner Alpha Bank A.E., Beograd Affiliate, 
Beograd).

2. Analysis of Banks’ Balance Sheets

2.1. Domestic banks 

There are 19 banks in majority domestic ownership in Serbia at present. Though this is slightly 
more than half the total number (there are 18 foreign banks), their assets account for less than 
one-third (30.9%) of the total assets of the banking system. The share fell in the Q4 2003-Q1 
2006 period, as did also other significant indicators of their operations. Compared to the foreign 
banks, their growth is very modest and any discussion of their development strategy would be 
mere speculation as the process of their transformation (privatization/purchase by foreign banks) 
is still underway. 

State-owned banks 

The share of banks in majority state ownership in the total balance sum of the Serbian banking 
system has fallen from 52.4% in Q4 2003 to 24% in Q1 2006. This was due to two factors:

- the privatization of five state banks, which decreased state and increased private (foreign) 
ownership by 11.5 percentage points (note the difference between columns 1 and 2 in Table 
L3-2);
- the slow growth of the 12 banks that remained in majority state ownership over the entire 
observed period,3 and whose share in the total balance sum dropped from 40.9% in end-2003 
to 24% in March 2006. 

These banks simply were not able to keep up with the competition, in addition to which they are 
burdened with non-performing loans. Since their chances of being repaid are slim indeed, QM 
believes that their actual assets are below the current book value. The ongoing clearing of the 
state banks’ accounts also inhibits their growth, but, since the process is not a transparent one, no 
accurate figures are available. Furthermore, of the total balance sum of the state banks, as much 
as 60% of the assets are concentrated in two major ones: Komercijalna Banka and Vojvodjanska 
Banka. 

� Čačanska Banka a.d. Čačak, Credy Banka a.d. Kragujevac, Jubmes Banka a.d. Belgrade, Jugobanka Jugbanka a.d. Kosovska 
Mitrovica, Komercijalna banka a.d. Belgrade, Panonska Banka a.d. Novi Sad, PB Agrobanka a.d. Belgrade, Poštanska štedionica 
a.d. Belgrade, Privredna Banka a.d. Belgrade, Privredna Banka a.d. Pančevo, Srpska Banka a.d. Belgrade, and Vojvođanska 
Banka a.d. Novi Sad.
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The primary activity of this category of banks – lending to clients – has been on a steady downward 
trend (in relative terms up to Q3 2005 and in absolute terms from Q4 2005 to Q1 2006). There 
is only one anomaly in this general succumbing to the competition – the movements of securities 
in the banks’ balances. This item demonstrates a stability in share, and even a mild increase in 
absolute terms over the observed period. In Q1 2006, the state banks held 39.9% of all securities 
in the system – an increase of 161.1%. Again, only two banks – Komercijalna and Vojvodjanska 
Banka – accounted for two-thirds (Table L3-3), so this cannot be said to be the state banks’ 
strategy of survival or possible taking over of the secondary financial market. 
Komercijalna and Vojvodjanska have been singled out as the most important in the group of state 
banks (Table L3-3). Their assets together amount to 1.4 bn euros, or 15% of the total Serbian 
banking assets. Since the government intends to sell Vojvodjanska Banka (its privatization 
is currently underway), the reduction of its balances in the period observed, i.e. the negative 
average growth of most of the presented balance items, is no suprise. By contrast, Komercijalna 
Banka (which has the largest number of branches in Serbia) is measuring up quite well in the 
competition with foreign banks (Table L3-3). In the Q4 2003 to Q1 2006 period, its deposits 
increased by 236 mn euros, similar to the figures recorded by Banca Intesa and Société Générale, 
and far more than, for instance, ProCredit Bank (Table L3-3). 

Domestic private banks 

Domestic private banks are all those directly or indirectly owned by domestic natural or 
nonfinancial artificial persons.d) Their share in the total balance sum of the Serbian banking 
system has fallen from 25.6% in Q4 2003 to a mere 7% in Q1 2006, for the most part because 
five of them were sold to foreigner owners. This cut these banks’ share in the total balance sum 
of the system from 25.6% to 10.2% (columns 1 and 2, Table L3-2). In view of the relatively low 
share of the remaining seven domestic private banks in all the balance items of the system and 
its continual reduction in the observed period, they clearly are not competitive. Moreover, this 
group of banks is finding it hard to keep its modest share of the market, especially since the 
greater part of the balance sum is concentrated in just one bank – AIK Banka – which, as of Q1 
2006, holds 40% of the balance sum of domestic private banks.
Even though the state banks have a much larger share in the banking system, private banks 
are recording better growth. Another major difference is that they have been able to keep the 
confidence of other banks (the rise in credits and liabilities to banks was about 60% in the Q4 
2003-Q1 2006 period, while these items plunged where state banks are concerned). Like state 
banks, the private banks are notable for the exceptionally high rate of investment in securities 
over the period. But, yet again, this was the contribution of only one bank - AIK Banka – which 
recorded a jump in September 2005 (from 4 mn to 12 mn euros) and to 19 mn in late March 
(Table L3-3). 

2.2. Foreign banks 

Since the start of the transition process to date, 17 foreign bankse) entered the Serbian market, of 
which nine by the end of 2003. They were joined by another eight by late March 2006. Today, 
banks in majority foreign ownership hold over two-thirds of the total banking assets and their 
share continues growing (Table L3-2). Columns 2 to 8 in Table L3-2, where the number of 
banks in each observed period is the same, show the stable and fast growth of the foreign banks. 
Their assets are skyrocketing (with an increase of some 250% in the period, driven by the steady 
and even more pronounced growth of basic bank activities: lending and deposits. Thus about 
four-fifths of these activities are in the hands of foreign banks. Since the privatization process in 
Serbia has a way to go yet and having in mind that the size and importance of domestic private 
banks is modest, a further rise in the foreign banks’s share of the Serbian market is more than 
likely. 

d) A Banka a.d. Belgrade, AIK 
Banka a.d. Niš, Kosovsko-

Metohijska Banka a.d. Zvečan, 
Kulska Banka a.d. Novi Sad, 
Metals Banka a.d. Novi Sad, 

Univerzal Banka a.d. Belgrade 
and Zepter Banka a.d. Belgrade.

e) There are 18 foreign banks 
in Serbia at present (Société 
Générale being the only one 

operating in Serbia prior to 
2000).
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Greenfield banks 

Rather than buying an existing bank, banks in this group started from scratch. All sixf) of 
them have been operating in Serbia over the whole period observed (which is why there are no 
differences in columns 1 and 2, Table L3-2). In view of their major share in the overall operations 
of the banking system, it may be said they came to Serbia at the right time, early enough to 
position themselves and increase, not only maintain, their importance. In a comparatively short 
span of time, they dramatically increased their slice of the market: the share of their balance sum 
in the total rose from 19.8% in late 2003 to 40.7% in late March 2006. 
Greenfield banks, as Table L3-2 shows, have been dominant in all the presented items in the 
balance sum of the system since end-2004. They have been the most successful in attracting 
clients both on assets and liabilities side and, up to March 2006, provided 43% of the total 
lending and held some 45% of all household and enterprise deposits. Their assets at present 
make up over 40% of total banking assets, less than the share of lending and deposits owing 
to their efficient use of capital (their share of the total bank capital is 22.9%). Investment in 
securities is the only balance item that departs from the general “trend” and whose share fell 
in the total investment of the system in the period observed. It may be said that the greenfield 
banks embarked more aggressively into active banking only after getting to know the domestic 
market (their share of securities in total securities was about 40% in early 2005 and then began to 
fall steeply) and attracting deposits (the greenfield banks’ share of total deposits up to early 2005 
was just slightly above their share of total credits, and has been slightly lower since then).
Greenfield banks stand out also for the large increase in deposits toward banks on the liabiliaties 
side. From Q4 2003 to Q1 2006, these grew by over 446%, compared with the 404% growth of 
their balance sum and 402% growth of deposits (Table L3-2). Their individual balances (Table 
L3-3) clearly show how dynamic they are in this area and the puniness of the central bank’s 
policy. To recall (more details in the discussion of the monetary system and polices in Trends), 
banks predominantly finance their main activity on the asset side – lending to clients – from 
clients’ deposits. But, due to the NBS’s restrictive policy, they have to hold 40% in reserve 
requirements with the NBS on a significant number of deposits (primarily foreign exchange). 
Since these banks have free access to the world market, they overcome the problem by borrowing 
heavily abroad. 
The leading bank in Serbia in terms of the size of its assets as well as lending and deposits, is 
the Raiffeisenbank whose balance sum accounts for about 15% of the system’s total, and its 
lending and deposits for over 16%. Raiffeisen had the largest balance sum of all the greenfield 
banks in late 2003 also (Table L3-3). In Q1 2006, its assets amounted to almost 1.5 bn euros 
and are rising at an average annual rate of 65%. With Q1 2006, its lending was close to 900 
mn euros, and deposits stood at nearly 1.2 bn euros. The runners-up are the Hypo Alpe-Adria 
and HVB banks whose shares in the system’s activities (lending and deposits) are smaller than 
Raiffeisen’s but whose growth rates are higher so that, in absolute terms, the credit growth of all 
three of these banks is similar. In the observed period, their contribution to the growth of total 
bank lending was a very high 51%. Other banks in the greenfield group are not demonstrating 
a tendency to increase their slices of the pie (Table L3-3 presents the balances of the Société 
Générale and ProCredit banks). 

Other foreign banks 

Other foreign banks are those that did not establish a presence in Serbia as greenfield investments, 
opting instead to buy domestic banks. This group is recording the highest increase in numbers,g) 
from four in late 2003 to 12 in March 2006,1 and this is why its balance sum share in the system’s 

1  Alpha bank A.E. Belgrade Affiliate, Belgrade; EFG Eurobank a.d. Belgrade; Erste Bank a.d. Novi Sad; Banca Intesa a.d. Belgrade 
(bought the Delta Bank in the second half of �005); Continental Banka a.d. Novi Sad NLB Group (bought the Continental Banka 
in mid-�005); Meridijan Banka – Crédit Agricole Group a.d. Novi Sad (bought by the Crédit Agricole Group in the second half of 
�005); Niška Banka a.d. Niš (bought by the OTP Bank in the second half of �005); Laiki Bank a.d. Belgrade (bought Centrobanka); 
LHB Bank a.d. Belgrade (bought Prva Preduzetnička Banka); Findomestic Bank a.d. Belgrade (bought Nova Banka in early �006); 
Pireus Atlas Banka a.d. Belgrade (bought the Atlas Banka); and Volksbank a.d. Belgrade (bought the Trast Banka in �00�).

g) In view of the rise in the 
number of these banks, the 

major difference in their shares 
in balance items is not surprising 

(Columns 1 and 2, Table L3-2). 

f) Raiffeisen bank a.d. 
Beograd, Societe Generale 

Yugoslav bank a.d. 
Beograd, Hypo Alpe-

Adria-Bank a.d. Beograd, 
ProCredit banka a.d. 
Beograd, HVB banka 

Srbija i Crna Gora a.d. 
Beograd i National Bank 

of Greece S.A. – Filijala 
Beograd
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total is growing particularly fast – from 2.2% in late 2003 to 28.3% at the end of March 2006. 
If, however, the fact that they purchased domestic banks is eliminated and their development 
strategy in the Q4 2003 to Q1 2006 period (in view of the stable share of almost all the balance 
items) is analyzed, it becomes evident that these banks are for the time being only maintaining 
their market position. 
In Q1 2006, the assets of this group of banks in the total stood at 28.3%, the same as in late 2003. 
The situation was similar with regard to lending and deposits, which hovered between 26% and 
28% of the system’s total in the period. Since they cannot keep up with the greenfield banks, the 
other foreign banks are investing more into securities – 32.7% in March 2006, or double that of 
the biggest foreign banks. Though the major part is concentrated in the balances of Jubanka and 
Banca Intesa, it may be said that this portion of assets is spread out evenly among all the banks 
in the group. As it is a heteregenous group, with the banks appearing on the domestic market 
at different times, it cannot be determined with certainty if, like the greenfield banks, their 
first strategic move was to get acquainted with the domestic market. When individual balances 
are considered, it is evident that some of these banks have been increasing their investments in 
securities since coming to Serbia (Banca Intesa, Erste Bank and Alpha Bankh)). In the case of 
banks like Laiki, Continental and Meridian, the amounts are negligible, while there has been no 
change at all in the period where others are concerned (e.g. Volksbank). 
Banca Intesa, which purchased a large domestic private bank – Delta Banka – in late 2005, 
and Crédit Agricole Group, which bought Meridian Banka, a small domestic private bank also 
toward the end of last year, have been singled out as being of particular interest for our analysis. 
It is too early to say anything about the strategy of the big Italian Banca Intesa on the Serbia 
market, but no major changes are discernible in Delta Banka’s balance since it was taken over in 
the fall of 2005 to date (Table L3-3). Meridian Bankai), on the other hand, recorded impressive 
growth (Table L3-3) with its lending and liabilities toward clients having risen substantially 
since it was taken over by the Crédit Agricole Group. But it would be premature to discuss its 
strategy as data for only two quarters (Q4 2005 and Q1 2006) is available. 

3. Conclusion

Based on the analysis of banking operations in Serbia, a number of conclusions may be drawn. 
First, there have been radical changes since the end of 2000 to the present, but the process is 
still ongoing. After five years of intensive restructuring and privatization, it is clear that domestic 
banks are unable to compete with foreign banks since the latter have access to foreign capital (in 
the balances of foreign banks, liabilities toward banks have increased by 105% in the Q4 2003-
Q1 2006 period, compared to 58.4% for domestic banks. 
Domestic banks also lag behind with regard to clients’ deposits. The difference in the two groups’ 
growth in this respect is even more pronounced: foreign banks’ liabilities to clients rose 283.2% 
in the Q4 2003-Q1 2006 period, compared to 88.7% for domestic private banks. 
The most successful foreign banks are those that came to Serbia with aggresive strategies at the 
start of the transition process – the greenfield banks. The high risks were taken on mainly by 
banks specializing in transition markets. However, the pattern of their activities indicates that 
it takes time for them to establish themselves on the market, streamline their organization and 
then embark on more aggressive growth. There is no clear pattern of expansion where the banks 
that came to Serbia later - by purchasing domestic banks - are involved. Some expanded almost 
immediately and rapidly while there has been no substantial change in the balance position 
and structure of others. But the time that has elapsed since the majority of these banks came to 
Serbia to the time of writing is too short to enable the drawing of any meaningful conclusions. 
Since two much larger banks are among those that arrived later – Banca Intesa and the Crédit 
Agricole Group – it remains to be seen if the greenfield banks will be able to withstand the 
competion over the medium and long term.

h) Refers to the balance of 
Jubanka which was purchases 

by Alpha Bank in late 2005; 
their balances have not yet been 

consolidated. 

i) Meridian was a small domestic 
private banks with assets of only 

110 mn euros and deposits of 
less than 70 mn euros before it 

was taken over. 
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4. Annex

Table L3-2. Serbia’s Banking System – Analysis of Bank Balances, 2003–20061)

Source: NBS.
1) See note in Table L3-1.  2) Refers to the share of a particular category of banks in the growth of the whole banking sys-
tem in the December 2003-March 2006 period.  3) Besides the 12 banks listed below, the balances of Jubanke a.d. Beograd 
and Nacionalna štedionica-Banka a.d. Beograd have been added to this category. These two banks were purchased by 
Alpha Banka and EFG Eurobank respectively, but their balances have not yet been consolidated.
Note: The figures in columns 1-9 were obtained based on the categeorization of banks in accordance with ownership 
structure in 2006, as follows: 
Domestic banks:
State banks – Komercijalna banka, Vojvođanska banka and others (PB Agrobanka, Čačanska banka, Credy banka, JUBMES 
banka, Panonska banka, Poštanska štedionica, Privredna banka Pančevo, Privredna banka Beograd, Srpska banka, Jugo-
banka Jugbanka Kosovska Mitrovica). Private banks - AIK banka, A banka, Kulska banka, Metals banka, Univerzal banka, 
Zepter banka, Kosovsko-Metohijska banka.
Foreign banks: 
Greenfield banks - Raiffeisenbank, Hypo Alpe-Adria Bank, Societe Generale banka, ProCredit banka, HVB banka, National 
Bank of Greece banka.  Other foreign banks - Alpha banka (including Jubanka), Banca Intesa, EFG Eurobank (including 
Nacionalna štedionica), Erste banka, Findomestic banka, Laiki Bank, LHB banka, Meridian banka, NLB banka, Niška banka, 
Pireus Atlas banka, Volksbank.
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Table L3-3. Serbian Banking System - Selected Banks’ Balance Sheets, 2003–2006
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Table L3-4. Serbian Banking System - Ownership Structure, 2003–2006 


