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COMPANIES & FINANCE: EUROPE: Dexia hopes restructuring will put its name in lights: Merger of French and Belgian arms should raise bank's profile, writes Neil Buckley 
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Go to first hit 

The name was meant to be catchy, but 
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Dexia, the three-year-old Belgo- French banking group, has never achieved quite the recognition it would like - or driven home the point that it ranks among Europe's 25 biggest banks.

After this weekend's move to merge its twin French and Belgian arms into a unified group valued at upwards of E11bn (Dollars 11.4bn), the group hopes its name will more frequently be on investors' lips.

Analysts think the name - created by the agency which named the Megane and Clio cars for France's Renault - will be spied more often on the business pages, as a factor in the restructuring sweeping European banking.
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Dexia was born in 1996 after Credit Communal de Belgique, the bank owned by Belgium's local authorities that was then the country's second-biggest, formed a strategic alliance with Credit Local de France.

The two had much in common. Credit Communal, thanks to its origins, had 90 per cent of the market for financial services to Belgian local authorities. Credit Local was also a local government and public sector specialist, with 40 per cent of the French market.

The alliance's strategy was to become a leader in European local authority and public sector finance, expand retail banking activities, and become a "recognised player" in private banking and asset management.
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Dexia's structure was modelled on Fortis, the twin-headed financial group formed through the alliance of Belgian and Dutch insurance companies and a bank.

In a complex crossholding, holding companies in each country - 
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Dexia Belgium and 
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Dexia France - each took 50 per cent of the operating units Credit Communal and Credit Local. Belgium's local authorities kept 50 per cent of 
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Dexia Belgium, floating the rest.

The structure was presented as a transitional step towards an eventual unified group. But investors never really liked it. The separate quotations of the holding companies in 
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Brussels and Paris hampered the liquidity of the shares, and made them difficult to value.

The move unveiled this weekend will collapse the joint structure, with 
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Dexia Belgium absorbing 
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Dexia France in a one-for-one share swap valuing the latter at E5.9bn.

The result will be a single holding company, incorporated in Belgium but quoted in Paris, 
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Brussels and Luxembourg. This will own four operating arms, Credit Communal and Credit Local, as well as Luxembourg unit Banque Internationale a Luxembourg, and 
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Dexia Project and Public Finance, the international public finance arm.
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Dexia hopes its shares will be more liquid, perhaps leading to a re-rating. But there is a deeper aim.

"Every day for months we have seen a huge movement towards consolidation. Many of our competitors have, thanks to mergers, grown in size and their impact on the market," said Francois Narmon, Credit Communal chief executive. "Our ambition is to follow, and be a truly European group. Our existing structures didn't let us fulfil that strategic ambition."

A unified 
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Dexia will have the clout to make a big acquisition - and would also make a more attractive partner. Market speculation last week centred on a possible tie-up with France's Societe Generale.

But wires may have got crossed. 
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Dexia admitted this weekend it was in talks with SG, but only about closer co-operation between Credit Local in France and Credit du Nord, SocGen's second retail network, with which it already has links.

Credit Local, lacking a retail network, sees potential benefits for both sides. 


 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image43.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=103479263&div=0&FILE=../session/" \l "Hit16" 
[image: image44.png]



Dexia and Credit du Nord could together, for example, offer a full range of banking services to French local public institutions if the government relaxed current requirements for them to deposit their funds with the Treasury.

But bigger partnerships could be on the cards. And 
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Dexia's restructuring will have another important impact. Belgium's local authorities, which must approve the move, will see their stake in the joint group fall to 25 per cent.

But directors of the holding company that holds the stake on their behalf have already accepted the idea of a further "partial, progressive disengagement".

That would further distance 


 INCLUDEPICTURE "http://ft.chadwyck.co.uk/images/hit.gif" \* MERGEFORMATINET 
[image: image49.png]




 HYPERLINK "http://ft.chadwyck.co.uk/noframes/quick/fulltext?ACTION=byoffset&warn=N&OFFSET=103479263&div=0&FILE=../session/" \l "Hit18" 
[image: image50.png]



Dexia from its public-sector roots, enabling it to take its place fully among Europe's commercial banks. The 
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Dexia brand name may yet become as well-known as Clio or Megane.

