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de Belgique, two of the world's most important lenders to 
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local authorities, yesterday approved the creation of a joint Franco-Belgian group with combined assets of FFr1,000bn (Dollars 194bn). The move is designed to help them respond to intensifying competition in the European banking sector.

Under the proposal, CCB, which is owned by its 600 Belgian 
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local authority clients, will float 30 per cent of its capital on the domestic stock market, and the two groups will acquire a 50 per cent stake in each other and be run by a joint management team.

Shareholders still have to approve the accord at extraordinary general meetings in October before formal implementation by the end of the year, but senior executives in the two banks have already agreed to obtain mutual approval before all significant future decisions.

Mr Pierre Richard, chairman of CLF, described the structure as an economic 
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merger, although in the short-term the groups remain legally distinct, with two new holding companies created to own the cross- shareholdings in each of the two operational banks.

He stressed that the proposal marked a 'marriage of equals', which would be governed by a common set of executives and two chairmen - himself and Mr Francois Narmon, head of CCB. There would also be a significant number of non-executive directors.

He said that by removing the barrier of foreign exchange risks, the development of the single European currency would lead to more concentration within the EU and expand lending activities of banks. 'The first companies to anticipate this movement will have a competitive advantage.'

The action comes at a time of growing pressure on banks in both 
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France and Belgium, where there have been heated debates over the past few months about the need for mergers or international alliances in order to survive.

Mr Richard said the alliance would increase the banks' 'financial clout' - improving fundraising powers, scope for acquisitions and solvency ratios. However, he stressed there was little duplication between the two institutions, so they would be able to achieve economies of scale without the need for job losses.
To compensate for its larger size, CLF will pay an extraordinary dividend of FFr626m before the 
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merger.

