
















World’s best bank

©Reprinted from July 2016 Copyright Euromoney magazine www.euromoney.com

Gérardin says that bankers working in 

the domestic networks are already discuss-

ing with the mid-cap corporates they serve 

how these companies will be fi nanced fi ve 

years from now. BNP Paribas has long 

been a leader in loan arranger rankings in 

Europe but is now pushing further ahead in 

debt capital markets. Last year it brought 

teams from acquisition fi nance, corporate 

and high-yield debt capital markets and 

loans together to form a single corporate 

debt platform. BNP Paribas intends to 

differentiate itself from the competition by 

deploying this for customers of its retail 

banks and not just in core Europe but also 

on the fringe in Poland and Turkey.

“We have a strong retail bank in Turkey, 

TEB, which services a lot of mid-cap com-

panies in an important growth market,” 

says Gérardin. “They may borrow from 

banks now but it will not be long before 

these companies need to issue high-yield 

bonds. That will require a bridge to insti-

tutional investors, including to investors 

in the US that TEB doesn’t necessarily deal 

with. It can’t afford to run a high-yield 

team in New York. The corporate and 

institutional bank must service these clients. 

And the same is true, of course, of mid-cap 

corporate clients served by the domestic 

networks in France and elsewhere.”

Gérardin is passionate about all this. Eur-

omoney asks whether this approach is built 

around internal joint ventures with their own 

service level agreements, to give comfort to 

bankers in the domestic retail banks that pre-

cious corporate clients they have long served 

will not be mistreated by the CIB.

“I see myself working for BNP Paribas 

group,” Gérardin declares. “The CIB divi-

sion has to serve all the client franchises 

of the group, including the domestic and 

international banking networks, institu-

tions covered by asset management, as well 

as clients across our specialist divisions.”

One can see his point looking at the 

bank’s divisional results. CIB is a volatile 

business. It can hardly be anything else. 

Profi ts at the two other big divisions have 

been much steadier. For the fi rst quarter of 

2016 compared to one year earlier, profi ts 

grew nearly 4% in domestic markets, near-

ly 7% for international fi nancial services 

while they fell 23% at CIB, following the 

market collapses at the start of the year. 

Yet then again, for the whole of 2015 

compared to 2014, profi ts at CIB grew by 

18%, three times the growth rate of domes-

tic markets (up 6.4%), and also ahead of 

international fi nancial services (up 14%). 

It is a big business but one that needs to 

fi nd its place and function within the larger 

group.

THE US MARKET REMAINS A KEY 

testing ground for BNP Paribas and for its 

large CIB division. BNP Paribas is creating 

an intermediate holding company in the US 

“Our US clients have taken notice of this strong signal of commitment by BNP Paribas and of our capacity to 

be a partner to them. I believe that it enhances our position in the US”

Jean-Yves Fillion
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that will combine its retail and wholesale 

divisions. That puts it among just a small 

handful of foreign banks with the scale, 

resources and ambition to be signifi cant 

competitors in the US. 

Jean-Yves Fillion, chief executive of BNP 

Paribas North America and head of the 

Americas CIB, tells Euromoney: “The move 

to combine our activities in the US under 

an intermediate holding company not 

only demonstrates our commitment to the 

region, but subjects us to similar prudential 

standards as US banks, in terms of govern-

ance, compliance, capital planning and 

liquidity stress testing. We will go through a 

private comprehensive capital analysis and 

review (CCAR) with the Federal Reserve 

next year and thereafter CCAR results 

will be made public, as they are for the big 

domestic US banks.

“I can tell you that our US clients have 

taken notice of this strong signal of com-

mitment by BNP Paribas and of our capac-

ity to be a partner to them. I believe that it 

enhances our position in the US.”

The US, of course, has been a graveyard 

for foreign banks seeking to build the right 

size and scale of presence. In wholesale 

markets, the key question has always been 

whether serving inbound and outbound 

customer fl ows could sustain a business or 

whether to succeed in the US also required 

building an essentially domestic business. 

BNP Paribas is committed – but remem-

ber that it doesn’t dream. It is not over-

committed. It has big sales teams covering 

institutional investors dealing in non-US 

bonds and stocks and does a lot with US 

companies going international.

BNP Paribas points as an example to its 

role as lead-left active bookrunner last year 

on a dual-tranche high-yield bond offering 

for Sealed Air, the packaging company 

based in Charlotte, North Carolina, which 

raised $400 million of US bonds and €400 

million in a simultaneous euro debut offer-

ing, together designed to refi nance much 

more expensive dollar debt. It remains 

to be seen how much more business BNP 

Paribas may derive from US companies and 

US investors under the intermediate holding 

company structure.

Fillion says: “Given our size, scope and 

ambitions in the US, reducing below the 

$50 billion threshold [above which interna-

tional banks must apply enhanced capital 

planning, risk and liquidity management 

and stress-testing equivalent to large US 

banks] was not an option. That said we, 

like other institutions in today’s environ-

ment, have taken active steps to optimize 

the use of our balance sheet.”

Other questions remain for the group. In 

the years after the merger of BNP and Paribas 

a pattern became visible whereby the bank 

sought to derive half of its earnings from 

retail banking. Whenever organic growth in 

CIB and specialist fi nancial services tilted that 

balance too far away from retail, the bank 

sought an acquisition to bring it back to 50% 

dependence on retail. So it acquired Banca 

Nazionale del Lavoro in the run up to the 

crisis and Fortis in the aftermath. 

Today, domestic markets account for just 

one third of group earnings, though a fair 

portion of revenues from international fi -

nancial services also come from retail bank-

ing. It’s a fi ne judgment but it looks like 

retail, which has 20% returns on equity, is 

a smaller proportion than half of the group. 

Combined, equity allocated to retail in 

France, Belgium and Italy amounts to 27% 

of group equity, with Bank of the West 

accounting for another 9% and domestic 

markets in the Mediterranean another 7%. 

So at a push that is just over 40%.

The bank will present a new strategic 

plan to investors next year and you don’t 

need to spend long with BNP Paribas 

executives to guess that digital will be a 

big part of that. Might BNP Paribas have 

anything else up its sleeve?

While FIG M&A bankers and senior 

executives alike agree that global regula-

tors remain hostile to combinations of large 

banks, BNP Paribas has been acting like a 

consolidator, hoovering up small bolt-on 

acquisitions. As well as German online 

broker DAB, it picked up GE Capital’s 

European car leasing division last year, 

following deals for personal fi nance group 

LaSer and Bank BGZ in Poland.

Time will tell. For now, delivering prom-

ised returns to shareholders even in tough 

markets, while growing customer market 

share and building capital looks impressive 

enough.

The US banks aren’t having it all their 

own way.

“I see myself working for BNP Paribas group. The CIB division has 

to serve all the client franchises of the group, including the domestic 

and international banking networks, institutions covered by asset 

management, as well as clients across our specialist divisions”

Yann Gérardin
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