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The specialist bank Credit Local de France has long been courted in a manner appropriate to its corporate logo - an image of the youthful maiden Marianne who serves as the historic symbol of Republican France.

It took five years of gentle wooing and apparently dashed hopes before yesterday's detailed announcement of a proposed merger with its counterpart Credit Communal de Belgique, which has as its logo - dubbed Jeff - the helmeted head of a 'communier', or medieval watchman.

It was not a step taken lightly. For Mr Pierre Richard, chairman of 
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France, a forced marriage, a union of convenience or one undertaken without conviction just would not work. There had to be a real 'communion'.

Speaking in his Paris office yesterday, Mr Richard admitted he welcomed the advances of the Belgian bank. The two institutions had long worked together, since CCB took a 5 per cent stake in CLF when it was partially privatised in 1990.

He stressed he had always got on very well with his opposite number, Mr Francois Narmon, and found the Belgians easy to work with.

But it was more than mere social compatibility and personal qualities which explain the link-up between the two groups. CCB approached CLF at the end of last year, at a time of a growing debate in Belgium over the future of the country's banks as competition in the sector intensified across Europe.

Mr Richard highlights the importance of the single European currency, which he both advocates and believes will be implemented.

'The Euro will be a serious handicap for those who are not ready, but a force for change for those who are active,' he says. 'It is a stimulus for us.'

He argues that there will be a strong competitive advantage for those groups which are among the first to anticipate the trends towards concentration in Europe and accordingly expand their lending activities across the continent.

Rather than tying up with other domestic institutions, CCB decided to turn to CLF, attracted by the ways in which the groups complemented each other. Both concentrate on lending to 
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local authorities and public sector projects, and there is little overlap in the geographical regions they serve.

Together, the two banks claim they will be among the largest 20 in Europe, with total assets of FFr1,000bn (Dollars 194m) and the largest lenders in their niche around the world. Mr Richard proudly claims the lack of duplication will result in no job losses - a factor which helps explain why his works council approved the 
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merger on Tuesday.

He stresses instead the scope for growth - stressing that '
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 France is not enough' and highlighting the prospect of expansion, first to complete its European network by developing a presence in Italy, and then to strengthen its role in North and South America and south east Asia.

Within the next four or five years, some senior executives believe there will be a single entity quoted in several markets which completely merges CLF and CCB.

In the short-term, the structure of the 'alliance' is more tortuous.

In the absence of a European-wide legal statute for a cross-border entity, they have chosen for the moment at least to operate with one quoted holding company in each country, each with a 50 per cent stake in the two operational businesses, which will contain the existing activities of the two banks.

There will be identical boards for the two holding companies, and for the two operational businesses, with a common co-ordination committee and the two existing heads as joint chairman. 'It is an equal marriage,' stresses Mr Richard.

A question now for analysts is whether the pressures in European banking will give birth to other cross-border liaisons.

Andrew Jack

