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LECTURE 1 BANKING IN AUSTRIA

Part One The Financial System

Preview of Vocabulary

Fill in each blank with one of the words or expressions listed below. Consult your dictionary for any of

these items you are not familiar with.

joint-stock bank factoring open-market operation title deed
Lombard and Discount rates equity investment leasing savings bank
shareholding equity finance central bank insurance company
overbanked economy commercial bank mortgage bank clearing

1. The most serious problem facing the Austrian banking system is . This refers to banking

overcapacity, because any one bank or bank branch in Austria serves, on average, a mere 1, 384 peo-
ple.

2. When a firm sells its accounts receivable to a bank or other financial institution as a means of financ-
ing its current liabilities, we term such a transaction as

3. refers to the process during which an owner lets land, property or other assets for a spec-
ified period to another person who agrees to make payments in exchange.

4. To regulate the money supply, the central bank uses the fluctuations in , at which lend-
ing against bonds and lending against customer bills of exchange are made.

5. Written documents given under seal which evidence ownership of property are called

6. The central bank may determine the total of bank reserves and the money supply through
__,i.e. by directly selling and buying government securities in the open market.

7. is investment by a bank in a company by way of taking part of the equity for the funds
provided.

8. refers to financing through issuance (sale)of new shares of ownership in a corporate en-
terprise, either common or preferred stock.

9.In order to meet the ever-increasing demands of customers , banks are formed into large banking

partnerships which are called



16.

11.

12.

13.

14.

15

16.

The result of holding the controlling block of common stock in another firm is termed
The act of one bank collecting payment for its customers on cheques issued to them by customers of
other banks is called
A(n) is a contractual savings institution that provides a method of risk sharing among
persons facing the same sort of risk by paying premiums into a fund to be used to reimburse those -
members of the group harmed by the occurrence of the risk.

are important financial intermediaries that provide a wide range of services to both de-
positors and borrowers. They have become®department store”of finance, engaging in many types of
lending, some types of investing, and many activities closely related to lending and investing.

is a government-owned or government-cgntrolled bank that holds the reserves of com-

mercial banks, issues currency, and regulates a counfry’s supply of money and credit.

.A(n) is a financial institution that collects the deposits of small savers and invests the

funds in government securities and corporate stocks as well as providing mortgage loans and con-
sumer loans.

A(n) is a financial intermediary that uses borrowed and equity funds to make mortgage
loans, and then sells those loans to other institutions such as insurance companies and uses the pro-
ceeds to make more loans. , although called banks, are not depository institutions, be-

cause they do not accept deposits.

Note-taking Model

You are going to hear the lecture twice. For the first time, look at the note-taking model in outline

form below while you’re listening. You will notice that symbols and abbreviations have been used to

save note-taking time. For the second time, you are supposed to take your own notes on the main ideas

and important facts of the lecture. Now, listen to the tape.

The Financial System

1 Jan.’ 95 Aus.Fin. & Swe.-EU

-comp. -intensified

»”»

-benef. ~>overbanked econ.

Aus. {in. sec. 3 bkg. & nonbkg. (e.g.ins. co., factoring, leasing + eq. fin. co. )

-focus:ctr. bk., com. bks. , spec. bkg. inst. & for. bks.

Ctr. Bank = ANB -estab. 46

-issue bknts. & state bk.
-joint-stock co.-50 % <state

-50 % <—var. org. (tr. unions, ins. co. , co-op. etc. )



functions -ctrl. money supply, settle for. trans. , etc.
-indep. b co-op. w/MOF-ctrl. bkg. syst.
-Indg. & for.exch.instr. = min.res., L + D rates, & open-mkt. oper.
-maint. cur. stab. + fin. syst. integrity

-create min. stand. —*nat. payt. syst.
Bkg.Syst. -+1,000 incorp. bks. incl. dom. & for.

Aus. bks. -1. groups linked by a central institution
2. joint-stock banks and private bankers
3. building societies

4. specialised banking institutions

1. -indep.
-head = ctr. inst. -prov. ctr. clearing facilities & admin. min. res.
a 1) sav.bk. safeg. deposits
-+ 120 bks. - + 900br.
-largest: GiroCredit-Aus. 3rd largest
EOS-C- ”  Tth "
2) agr.bkg. co-op -most dectr.
-2, 400-rural areas
-prov. fin. =agr. sector = dep. source
3) bkg.co-op.—>sm. busi. -fin. sm. busi.
4) prov. mort. bk. -prov. loans+title deeds-loc. auth. + pub.

-1/each fed. prov.

2. Joint-stock bks. -incl. BA(largest) & C-B (2nd largest)
str. +oper. = Germ. univ. bks. (e.g. fin. tr. + ind., cond. int. busi. etc. )
Priv. bks. = bkg. houses + priv. bks. <partnerships

-prov. invt. serv. —>wealthy ind.

3. -5 =largest fin. prov. -housing constr.

-mkt.sh. :35%-40%

4. -purp. = prov. non-trad. serv. :factor. , leasing, eq. fin. , long-t. loans—ind. ,
prom. invt. + exp. fin. thro’shhldg. + eq. invt.
-largest: OK/Postsp.

For. bks. -same regulations-req. licence-MOF

”

-licence for each add. br. <«



-spec. appr. req. -when moving

motive -active role-fin. E-W tr.

..large int. bks. -E. Eur. busi. thro’ Vienna. oper.

Note-taking Exercise

Now listen to the lecture once more. As you listen, take notes on the information you hear. Remember,
write down only information-carrying words. Use the outline form, abbreviations and symbols. To as-

sist you with the note-taking, a Word Guide is provided for you.
Word Guide

Finland/Sweden/European Union (EU)/Austrian National Bank (ANB)/Bank Austria (BA)/Credi-
tanstalt-Bankverien(C-B)/GiroCredit/die Erste Osterreichische Spar-Casse(EQS-C)/German universal
banks/Osterriechische Kontrol/hank (OK)/Postsparkasse/Ministry of Finance (MOF)/Vienna







Multiple Choice

You will now hear twelve questions about the Austrian financial system. Each question will be spoken
twice, but it will not be written out for you. After you hear a question, select from the choices(a), (b),
(¢), or(d) the phrase or statement that best answers the question. Mark your answer by circling the let-

ter of your choice. You should refer to your notes for accuracy.

1. (a) in January 1994
(b) in February 1994
(¢) in January 1995
(d) in February 1995
2. (a) 1936 "
(b) 1946
(c) 1956
(d) 1966
3. (a) controlling the money supply
(b) issuing banknotes
(c¢) fixing minimum reserves
(d) providing import/export finance
4. (a) about 2,180
(b) about 2,280
(c) about 2,810
(d) about 2, 820
6



10

11.

12,

You are to read fifteen statements about the information contained in the lecture. Decide whether each

statement is true or false. If it is true, place a T in the blank space next to the number of the statement.

If it is false, place an F next to the number of the statement. You should use your notes to help you de-

. (a) one

(b) two
(¢) three
(d) none of the above

. (a) Bank Austria and GiroCredit

(b) GiroCredit and die Erste Osterreichische Spar-Casse
(¢) Credittanstalt-Bankverein and Bank Austria
(d) Bank Austria and Postsparkasse

. (a) offering investment services to rich people

(b) providing mortgage loans for wealthy individuals
(c) offering long-term loans to industry

(d) providing investment services for the general public

. (a) between 30% and 40%

(b) between 35% and 45%
(c) between 30% and 45%
(d) between 35% and 40%

. (a) deposit-taking

(b) equity finance
(c) leasing

(d) factoring

. (a) die Erste Osterreichische Spar-Casse

(b) Osterriechische Kontrollbank

(¢) Creditanstalt-Bankverien

(d) Austrian National Bank

(a) obtain a licence from the central bank

(b) register its business with the Ministry of Finance
(c) get a licence from the Ministry of Finance

(d) file its documents with the central bank

(a) to provide long-term loans for the local industry
(b) to finance east-west trade

(¢) to offer clearing facilities

(d) to finance securities investment

True-False Statements

cide.
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9.

10.

11.

12.

13.

14.

15.

The Austrian banking institutions include commercial banks, savings banks, building societies

and insurance companies.

Austria will benefit from joining the EU because its overbanked economy may get improved.

The Austrian National Bank is a state-owned bank because over 50% of its stock is owned by

the state.

“Since the Austrian central bank is independent of the state, it takes the sole responsibility of

controlling and supervising the banking system.

One of the main functions of the Austrian National Bank is to maintain the stability of the cur-

rency and the integrity of the financial system.

The category of groups linked by a central institution is so called because at the head of each

group is a central institution with special functions.

Savings banks in Austria are primarily concerned with providing finance for small businesses.

Like other commercial banks , the agricultural banking co-operatives are located in the centre
of towns and cities. ‘

Loans provided by provincial banks are secured by both goods and title deeds.

The three largest banks in Austria ranked in order are Bank Austria, Creditanstalt-Bankver-
ien and GiroCredit.

The operations of the joint-stock banks in Austria include lending to trade and industry and
international transactions.

Private bankers are organised in the legal forms of incorporated company and partnership.

Shareholdings and equity investments are means of promoting investmeots and export financ-

ing by specialised banking institutions.

In Austria both foreign and domestic financial institutions must comply with the same bank-

ing regulations.
It is implied in the lecture that foreign banks are allowed freely to open branches within the
country.

Check your answers.

Part Two Business Organisation

Preview of Vocabulary

Fill in each blank with one of the words or expressions listed below. Consult your dictionary for any of

these items you are not familiar with.

investment fund participation fund jointly and severally denomination

patent
8

subsidiary sole proprietorship joint venture



securities partnership incorporated stock exchange Schilling

1.In a general partnership, all partners are liable for the partnership debts; in other
words, they face liability when a creditor elects to sue each of them individually or to sue all of them
together in the event of default.

2.By , we mean documents that have some value or represent something of value such as
share certificate, bond certificate and life insurance policy.

3.A(n) is a company where the controlling interest, but not necessarily the whole share
capital, is owned by another company.

4.For a private limited company, the face value of a share is 1, 000 Schillings , which is the minimum

of a share by law.

5. are funds that collect from their members and invest collected funds in the securities of-
ferings of corporations and others on behalf of their members.

6.A(n) is a collaboration between two or more firms in one or more areas of activity. This
may take any legal form, joint subsidiary, joint committee, etc. under the EU regulations.

7.When you take out a(n) , you take out a legal protection for an invention.

8.The simplest legal form of business organisation for an umincorporated business that has a single
owner/ manager is

9.A(n) is a fund in which members of a group of lenders each provide a fraction of the to-

tal financing.

10. A business that is formed into a legal corporation is an business.

11. is a type of association of two or more persons as co-owners to carry on a business for
profit.

12.A(n) is an organised place where equities(stocks)are traded.

13. is the standard monetary unit of Austria.

Listening Focus

Go over the following comprehension questions before you hear the second part of the lecture. Then, lis-

ten to the talk and answer the questions.

1. What is the major difference between a subsidiary and a branch in Austria?

2. What must a stock corporation (AG) do in order to come into existence?




