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Abstract: The goal of this paper is to evaluate the development of credit 
market integration in selected European Union countries on the basis of an 
analysis of the development of lending and deposit interest rates. We began 
with the values of the nominal lending and deposit interest rates. For this, we 
have used existing interest rate differentials in selected European countries 
calculated as the difference between the given rate in a specific country and the 
average of the given rate in the European Monetary Union. We judged their 
relationships using the mathematical–statistical method of single-factor 
analysis of variance (ANOVA). For deposit interest rates, the degree of 
integration did not show any distinct changes; for lending interest rates, the 
degree of integration decreased slightly. We proved that the method used in this 
paper is able to assess not only the degree of credit market integration but also 
of financial markets as a whole. 
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1 Introduction 

A high level of integration for credit markets (as part of financial markets) is an 
indisputable condition for integration within the European Monetary Union. Due to more 
effective capital allocation, financial integration helps to achieve a greater level of 
economic growth for a country, a more effective banking system and even increased 
pressure for implementing fiscal and monetary policies. Therefore, analysis of credit 
market integration is currently of considerable interest to scientists, analysts and creators 
of economic policy. 
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2 Theoretical background 

Currently, three primary methods for measuring credit market integration are prevalent: 
methods based on price indicators, quantitative indicators and indicators based on new 
information. The following methods are described in more detail by Adam et al. (2002), 
Baele et al. (2004), Pungulescu (2009) and Vodová (2010), for example. 

Financial markets are considered to be integrated when  

• all potential market participants with the same typical characteristics face the same 
rules when they decide to utilise financial tools or services 

• they have direct access to the above-mentioned financial tools or services 

• they are considered equal when conducting their activities (Baele et al., 2004). 

In this paper, we use the definition given by Adam et al. as a starting point; it defines 
integrated markets as markets where the law of one price holds. This means that 
homogeneous financial assets are assessed on the financial markets with one price, 
irrespective of their place of sale. Vodová (2011) comes close to this definition for credit 
markets; she states that credit markets are integrated if the conditions under which 
potential borrowers (households or firms) are able to acquire credit are not influenced by 
the bank’s geographic location. 

The development of credit market integration was also studied by Rughoo and 
Sarantis (2012), who saw significant integrative development in the area of lending rates 
to non-financial corporations up to the outbreak of the financial crisis. According to 
them, the null of convergence appeared on the credit market after this. Furthermore, the 
specific situation differs according to individual regions. The perspective that a greater 
degree of integration is primarily reflected in the long-term credit market – with a definite 
time delay after the adoption of the euro – is also supported by European Central Bank 
studies (2014), which showed that the greatest integration was achieved for long-term 
instruments, i.e., home mortgage loans. On the contrary, the integration process was not 
proved for short-term loans. Furthermore, Dell’Ariccia and Marquez (2006) studied the 
relationship of independent central regulators and credit market integration and came to 
the conclusion that partial or multilateral agreements between countries prevent a greater 
financial integration between countries. Černohorský and Kynclová (2014) also analyse 
the influence of the financial crisis on the integration of credit markets as part of financial 
markets. Černohorská et al. (2009) examine the results of the financial crisis on the world 
financial markets in detail, Černohorský (2014) deals with the concrete influence on 
credit markets measured by nominal lending rates. He comes to the conclusion that the 
financial crisis had a slightly negative influence on credit market integration – measured 
by average nominal lending rates. 

On the basis of what has been written above, the goal of this paper is to evaluate the 
development of credit market integration in selected European Union countries on the 
basis of an analysis of the development of lending and deposit interest rates. We will 
measure the degree of integration that has been attained by observing the convergence of 
the price indicators for the same assets in various countries – specifically, of the 
differentials for nominal lending and deposit interest rates. 
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3 Data 

In the next section, we began with the values of the nominal lending and deposit interest 
rates published by the International Monetary Fund. We calculated the differentials as the 
difference between these values in the given countries and the average lending or deposit 
interest rates in the Eurozone. Beginning in 2012, all the values for the given rates are not 
available for all the countries analysed; therefore, the data are from the years 2005–2011. 
Tables 1 and 2 show the development of interest differentials for the nominal lending and 
nominal deposit interest rates. Negative values means that interest rates in the given 
countries were lower than the Eurozone average, and positive values mean that the 
interest rates were higher than the Eurozone average. 

Table 1 The development of the nominal deposit interest rate differential for the period  
2005–2011 (% p.a.) 

Country 2005 2006 2007 2008 2009 2010 2011 

Austria –0.02 0.06 0.07 –0.07 –0.45 –1.03 –0.96 
Belgium –0.03 –0.01 0.05 –0.21 –0.83 –1.34 –1.43 
Bulgaria 1.10 0.50 –0.11 0.10 4.17 1.97 0.76 
Czech Republic –0.81 –1.48 –2.47 –2.73 –0.74 –1.03 –1.57 
Estonia 0.15 0.17 0.58 1.38 2.81 –1.00 –1.34 
Finland 0.08 0.25 0.33 0.20 –0.55 –0.59 –0.61 
France 0.17 0.09 –0.02 –0.17 –0.33 –0.51 –0.51 
Germany –0.07 –0.06 –0.04 –0.21 –0.63 –1.01 –1.19 
Greece 0.25 0.19 0.16 0.53 0.73 1.14 1.56 
Hungary 3.19 4.78 3.02 5.58 3.81 2.81 3.58 
Ireland 0.02 –0.03 0.02 0.14 1.60 0.82 0.56 
Italy –0.53 –1.02 –1.54 –1.55 0.01 –0.78 –0.64 
Latvia 0.80 0.86 2.27 2.00 6.03 –0.24 –2.10 
Luxembourg –0.04 –0.10 –0.20 –0.40 –1.24 –1.52 –1.62 
Netherland 0.36 0.31 0.11 0.03 0.59 0.26 0.00 
Portugal –0.11 –0.17 –0.12 –0.13 –0.02 –0.40 0.91 
Romania 4.44 2.10 2.91 5.17 9.98 5.20 3.69 
Spain 0.09 0.08 0.09 0.29 0.47 0.30 0.01 

Source: Author’s calculation based on International Monetary Fund. 
 International Financial Statistics: Yearbook 2012. International 
 Monetary Fund, Washington, DC, 2012 

The values of interest rates in each economy indicate its condition. The changes in 
interest rates are the main factor that moves the currency markets and are a reason so that 
big investors move their money from one country to another for the purpose of higher 
returns. The decisive factor influencing the lending interest rate differential is the 
credibility of the economy and its financial market. The economy is more credible, the 
more negative differential shows (see, e.g., Luxembourg) and vice versa (see, e.g., 
Romania, Bulgaria, Greece). Also applies that growth of liquidity in the banking sector 
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signifies fall of interest rates. Regarding the development of the values of interest rate 
differentials, most countries are getting from negative values to positive (states with less 
credibility withdraw most other states) – this is due to the influence of the financial crisis 
and growing investor distrust after 2008. Conversely, countries credible in terms of 
financial markets (e.g., Germany, the Netherlands, Luxembourg) shown either more 
strongly negative value of differentials or at least this value remained at about the same 
level. The nominal deposit interest rate differentials take values from both sides closer to 
zero. The differences are not so significant – this is due to lower impact of risk compared 
to lending differentials. Here, on the contrary, it plays a larger role the influence of 
interbank liquidity. 

Table 2 The development of the nominal lending interest rate differential for the period 2005–
2011 (% p.a.) 

Country 2005 2006 2007 2008 2009 2010 2011 

Austria –1.74 –1.73 –1.73 –1.76 –2.48 –1.16 –0.36 
Belgium –0.42 –0.68 –1.05 –1.55 –1.37 –0.12 0.61 
Bulgaria 1.92 1.65 1.97 2.28 3.82 5.24 5.26 
Czech Republic –0.96 –1.65 –2.24 –2.33 –1.53 –0.01 0.35 
Estonia –1.81 –2.21 –1.57 –0.03 1.87 1.86 0.75 
Finland –2.70 –2.78 –2.41 –2.79 –4.01 –2.65 –1.59 
France –1.90 –1.27 –0.75 –0.45 –0.06 0.76 0.67 
Germany –1.58 –1.84 –2.07 –2.61 –2.56 –2.13 –1.92 
Greece 1.73 0.65 –0.33 0.07 1.07 3.89 4.79 
Hungary 1.80 0.84 1.06 1.60 3.52 1.69 2.95 
Ireland –1.77 –1.72 –1.51 –1.82 –3.20 –0.45 0.46 
Italy 3.81 3.71 2.90 2.73 2.74 2.23 2.24 
Latvia –0.63 0.05 2.88 3.27 8.71 3.66 1.02 
Luxembourg –3.29 –3.27 –3.22 –3.64 –4.83 –3.61 –3.14 
Netherland 0.56 0.70 0.68 1.08 2.49 –0.15 –2.16 
Portugal 0.83 0.40 –0.11 –0.23 –1.40 0.36 2.43 
Romania 12.86 6.74 5.32 6.41 9.76 8.17 6.76 
Spain 1.23 1.49 1.86 2.44 3.20 1.46 0.59 

Source: Author’s calculation based on International Monetary Fund. 
 International Financial Statistics: Yearbook 2012. International 
 Monetary Fund, Washington DC, 2012. 

4 Methods 

In practice, measuring credit market integration is relatively complicated. Standard 
practice is to use calculations that use β – convergence and σ – convergence and measure 
integration based on news – see, e.g., Babetskii et al. (2007) for more information.  
In order to measure integration precisely, it is of key importance to find an asset that has 
the same degree of risk and generates identical financial flows. As mentioned above, we 
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have based our analysis on the law of one price; therefore, we chose the method based on 
price indicators that have been described in more detail by Adam et al. (2002), Cabral  
et al. (2002), Vodová (2009) and Pungulescu (2002). 

We proceed from the law of one price, because in case of a single monetary union 
(EMU, where most of the analysed countries are, or where countries are likely to 
eventually entry) the result should be the same, respectively, very similar valuation of the 
fundamental financial instruments – in our case the values of nominal interest lending 
and deposit rates. 

We chose the interest differentials for nominal lending and deposit interest rates as 
the initial price indicators. We selected these as possible indicators for credit market 
integration precisely because a decrease in interest rate differentials is, according to 
standard economic findings, one of the basic prerequisites for greater credit market 
integration. 

In the paper, we have decided to use the statistical method of one-factor analysis of 
variance (ANOVA), which allows us to compare the mean values of several populations. 
The principle of this method lies in the decomposition of the total sum of deviation 
squares from the arithmetic mean, calculated from all the measured values on the number 
of components that belong to the expected sources of variability. These components are 
mutually compared, and based on their relationships it is possible to make conclusions, 
whether the total variance was primarily caused due to the differences in the mean values, 
or as a result of random effects (Kubanová, 2004). 

ANOVA was chosen because it allows comparing mean values of independent 
random selection. So it is a statistical method that helps the economic interpretation of 
how the mean value of the selection (in our case – differentials lending and deposit rates) 
diverge from each other. 

Thus, ANOVA tests the null hypothesis that all random variables Yi have the same 
mean values of µi. If the null hypothesis is rejected, it is necessary to reveal which 
samples differ significantly from each other, and thus had caused the rejection of the 
hypothesis. For this purpose, we will use the Scheffé’s or Turkey method, because the 
number of observations in each group is the same. 

To ensure that the ANOVA technique can be used, it is necessary to meet the 
assumptions of normality and homogeneity of variances in populations. In this paper,  
we will use the Shapiro–Wilk test for testing the normality and Bartlett’s test for testing 
the homogeneity of variances. Both tests are, based on Kubanová (2004), specified 
below. 

Shapiro–Wilk test for normality – By means of this test we test the null hypothesis 
(H0): H0: X has N (µ, σ) probability distributions against the alternative hypothesis H1:  
X does not have N (µ, σ) of probability distributions. 

The test criterion is given by: 

( ) ( )( )
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where ai(n) are tabulated constants, m = n/2, if n is even and m = (n–1)/2, if n is an odd 
number, X(n–i+1) and X(i) are the order statistics of a random sample X1, …, Xn created 
through its arrangement into a non-decreasing sequence. 
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The test principle lies in the fact that we estimate σ by the random variable 
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Bartlett’s test for homogeneity – This test verifies the hypothesis that all samples 
come from populations with equal variance of σ2. We are testing the null hypothesis: 

2 2 2
0 1 2: kH σ σ σ= = =  against the alternative hypothesis 2 2

1 : i jH σ σ≠  for at least one 
index pair i, j. The test criterion is given by: 
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where C is an auxiliary factor, 2
iS  symbol denotes unbiased estimates of variances 2

iσ  in 
individual samples and S2 is the composite sample variance. If at least one of these 
assumptions is not met, then the one-factor ANOVA technique cannot be applied and we 
have to use its non-parametric equivalent, which is called the Kruskal–Wallis test. 

Kruskal–Wallis test – This test is used for testing the hypothesis that all samples 
come from the same population, hence all distribution functions (Fi, i = 1, …, k) are 
identical. Then the null hypothesis can be formulated in the following way: H0: 
F1(x) = F2(x) =  = Fk(x) against the alternative hypothesis H1: Fi(x) ≠ Fj(x) for at least 
one index pair i ≠ j. The test criterion is given by: 
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where k is the number of levels of the traced factor, n = n1 + n2 +  + nk is the total 
sample size, ni is the number of observations in sample i and Ri is the sum of element 
ranks taken from the ith sample. 

Upon the rejection of the null hypothesis it is necessary to find out which samples 
differ significantly from each other and had caused the rejection of the hypothesis. This 
can be found out by means of multiple comparisons of mean ranks for all groups. 

Significance level (Type I error rate α) has been set at 0.05 in the paper, which means 
that we obtain 95% confidence level for the correct decision. 

Next, we began the analysis of this data by dividing the data into two periods  
(2005–2007 and 2008–2011) in order to assess the development of the interest 
differentials. Then, we analysed first the development of the differential for the  
nominal deposit rate (in the first and second periods) and then the development of the 
differential for the nominal lending rate (in the first and second periods) using the 
selected methods. 

5 Empirical results 

5.1 Analysis of the deposit rate differential in the first period 

It was not possible to use a single-factor ANOVA to analyse the deposit rate differential 
in the first period, because the assumption of homogeneity was not met. The assumption 
of normality was met, because all p values are higher than the selected level of 
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significance –0.05. The results of the test for normality and homogeneity of variance are 
presented in Tables 3 and 4. 

Table 3 Verification of the assumption of normality of variance for the nominal deposit rate 
differential in the first period 

Country p value Country p value 

Austria 0.193917 Hungary 0.167436 
Belgium 0.463262 Ireland 0.363112 
Bulgaria 0.990886 Italy 0.967250 
Czech Republic 0.788310 Latvia 0.068885 
Estonia 0.078716 Luxembourg 0.726225 
Finland 0.608615 Netherland 0.363112 
France 0.826375 Portugal 0.298275 
Germany 0.636886 Romania 0.664223 
Greece 0.636886 Spain 0.999999 

Source: Author’s calculation based on International Monetary Fund. 
 International Financial Statistics: Yearbook 2012. International 
 Monetary Fund, Washington DC, 2012 

Table 4 Verification of the assumption of homogeneity of variance for the nominal deposit 
rate differential in the first period 

Tests for homogeneity of variance 
Effect: ‘country’ 

Hartley F-max Cochran C Bartlett Ch-sq. p 

Rate 14,121.00 0.31507 82.94215 0.000000 

Source: Author’s calculation 

The next step was to conduct the Kruskal–Wallis test; its null hypothesis was rejected 
(p < 0.05), which means that there were differences between the deposit rate differentials 
for the first period that was studied. The results of the Kruskal–Wallis test are presented 
in the heading of Table 5. Therefore, it was necessary to perform multiple comparisons 
(see Table 5), which revealed that the rejection of the Kruskal–Wallis test’s null 
hypothesis was caused by four pairs of countries (Romania and the Czech Republic; the 
Czech Republic and Hungary; Italy and Hungary and Italy and Romania) – these values 
are marked in grey. 

5.2 Analysis of the deposit rate differential in the second period 

The null hypothesis of the Shapiro–Wilk test of normality was rejected – see Table 6  
(the p value for Finland is smaller than 0.05); therefore, it was also impossible to use 
ANOVA for the second period of the indicators being studied. 
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Table 5 Multiple comparison for deposit rate differentials in the first period 
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Therefore, its non-parametric equivalent, the Kruskal–Wallis test, was used once again. 
The null hypothesis of this test was rejected on the basis of a very low p value, which  
was lower than α. Next, multiple comparison was performed; its results are presented in 
Table 7. As is evident from the table, four pairs of countries (see the values in grey) 
caused this, the same as for the first period studied. 

If we then compare Tables 5 and 7, we can state that the level of credit market 
integration in the period studied did not change in any way, i.e., it did not increase or 
decrease. This is because, on the basis of the non-parametric Kruskal–Wallis test that was 
conducted, there is the same amount of country pairs with a statistically significant 
difference in the middle values for the deposit rate differentials. 

Table 6 Verification of the assumption of normality for nominal deposit rate differentials  
in the second period 

Country p value Country p value 
Austria 0.439587 Hungary 0.519934 
Belgium 0.444028 Ireland 0.827450 
Bulgaria 0.628886 Italy 0.874611 
Czech Republic 0.523406 Latvia 0.822824 
Estonia 0.424009 Luxembourg 0.229823 
Finland 0.008062 Netherland 0.351590 
France 0.275937 Portugal 0.287097 
Germany 0.763791 Romania 0.173838 
Greece 0.786584 Spain 0.580768 

Source: Author’s calculation based on International Monetary Fund. 
International Financial Statistics: Yearbook 2012. International 
Monetary Fund, Washington DC, 2012 

5.3 Analysis of the lending rate differential in the first period 

It was not possible to use ANOVA to analyse the second indicator of credit market 
integration that was selected, i.e., lending rate differentials for selected EU countries in 
the first period, because the assumption of homogeneity of variance was not met 
(p < 0.05). The results of this test and the test of normality, which was met, are presented 
in Tables 8 and 9. 

After conducting the Kruskal–Wallis test, whose null hypothesis was rejected 
(p < 0.05 – see the heading of Table 10), multiple comparison was performed (see Table 
10). It is evident from the table, that three pairs of countries showed lending rate 
differentials different enough to cause the rejection of the Kruskal–Wallis test’s null 
hypothesis. Specifically, these were the pairs of Romania and Finland; Romania and 
Luxembourg; and Italy and Luxembourg (grey values). 

5.4 Analysis of the lending rate differential in the second period 

In order for us to say whether or not credit market integration increased according to the 
lending rate differentials, it is necessary to analyse this indicator in the second period as 
well. The Kruskal–Wallis test was used, because the assumption of normality was not 
met – the p value for Italy was less than 0.05 (see Table 11). 
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Table 7 Multiple comparison for deposit rate differentials in the second period 
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Table 8 Verification of the assumption of normality of variance for nominal lending rate 
differentials in the first period 

Country p value Country p value 

Austria 0.999999 Hungary 0.421129 
Belgium 0.808120 Ireland 0.348008 
Bulgaria 0.278348 Italy 0.191677 
Czech Republic 0.913912 Latvia 0.350798 
Estonia 0.726225 Luxembourg 0.536736 
Finland 0.395225 Netherland 0.252969 
France 0.894634 Portugal 0.906231 
Germany 0.932517 Romania 0.340228 
Greece 0.946486 Spain 0.808120 

Source: Author’s calculation based on International Monetary Fund. 
International Financial Statistics: Yearbook 2012. International 
Monetary Fund, Washington DC, 2012 

Table 9 Verification of the assumption of homogeneity of variance for nominal lending rate 
differentials in the first period 

Tests for homogeneity of variance 
Effect: ‘country’ 

Hartley F-max Cochran C Bartlett Ch-sq. p 

Rate 160,537.3 0.713342 81.04175 0.000000 

Source: Author’s calculation based on International Monetary Fund. 
International Financial Statistics: Yearbook 2012. International 
Monetary Fund, Washington DC, 2012 

Because the Kruskal–Wallis test’s null hypothesis was rejected (p < 0.05), it is thus 
possible to say that a difference in lending rate differentials does exist between individual 
countries. Multiple comparison, whose results are presented in Table 12, revealed that the 
differentials differed for six pairs of EU countries – the given values are again marked  
in grey. 

Thus, if we compare Tables 10 and 12, we can state that the degree of credit market 
integration in the second period was slightly lower than the first period. This is because, 
on the basis of the non-parametric Kruskal–Wallis test that was conducted, there are more 
pairs of countries that show a statistically significant difference in the middle values  
for the lending rate differentials. 

6 Discussion 

We came to the conclusion that the level of integration for deposit interest rates did not 
undergo any significant changes and that the degree of integration for lending interest 
rates decreased slightly. 
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Table 10 Multiple comparison for lending rate differentials in the first period 
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Table 11 Verification of the assumption of normality of variance for nominal lending rate 
differentials in the second period 

Country p value Country p value 

Austria 0.993181 Hungary 0.288956 
Belgium 0.421082 Ireland 0.892713 
Bulgaria 0.281817 Italy 0.035590 
Czech Republic 0.509887 Latvia 0.459586 
Estonia 0.277026 Luxembourg 0.310695 
Finland 0.816323 Netherland 0.966683 
France 0.381063 Portugal 0.821477 
Germany 0.356123 Romania 0.541113 
Greece 0.492537 Spain 0.927799 

Source: Author’s calculation based on International Monetary Fund. 
International Financial Statistics: Yearbook 2012. International 
Monetary Fund, Washington DC, 2012 

This can be explained economically that the influence of increased distrust of investors 
has no effect in case of deposit interest rates, but rather the influence of expansionary 
monetary policy in response to the financial crisis, which thus keeps the degree of 
integration at a similar level. The increase of differentials in the case of lending interest 
rates (it means lower degree of integration) can be explained by a growing distrust of 
investors in the analysed period, higher market volatility and economic imbalance 
between eastern and western European countries. Just some eastern European countries 
have the highest value of differentials. This can be attributed to the lack of economic 
performance in addition to local factors like untrustworthy fiscal policy, significant 
changes in the tax system and problems with repayment of previously granted loans, etc. 

The European Central Bank (2014) and the Czech National Bank (2011) also came to 
similar conclusions in their studies. The European Central Bank states in summary that 
the greatest level of integration was attained by long-term instruments, i.e., home 
mortgage loans. Conversely, the integration process was not established for short-term 
loans. For consumer loans, however, there were obvious symptoms of disintegration. The 
Czech National Bank (2011) came to the conclusion that the degree of credit market 
integration was increasing before 2008. From this year on, however, development tended 
to diverge from this trend; the markets were more volatile and the situation began to calm 
down only half way through 2009. Vodová (2011) also comes to a similar conclusion in 
her study; she examines credit market integration on the basis of quantitative indicators. 
Vodová states that the degree of credit integration in the European Union is increasing 
but that it has slowed down as a result of the financial crisis (i.e., during the same years 
that were examined). When Vodová used price indicators (2012), she concluded that the 
speed and degree of convergence varied according to segment and country. Jappelli and 
Pagano (2008) presented conclusions concerning a decrease in the level of financial 
market integration in recent years (measured, however, on the bond markets). According 
to their calculations, the standard deviation for the yield of government bonds has 
increased by more than one-third in recent years. According to Pungulescu (2009), 
integration has not yet been completed, primarily for the majority of Eastern European 
countries. Conversely, developed economies show signs of having high levels of 
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financial market integration. This also corresponds with our conclusions, because there 
was at least one Eastern European country in each test that caused the rejection of the 
hypothesis about integrated markets. Again, integration varies within the European Union 
according to market segment, and local factors are constantly at work here. Baltzer et al. 
(2008) demonstrate a greater credit market integration as measured by quantitative 
indicators, because a country tends to hold a large percentage of bonds from other 
countries. He further states that it is evident that the differences between short-term,  
mid-term and long-term interest rates for companies decreased, as did interest rates for 
household loans and deposits. Nevertheless, he has not dealt with their development for 
the following years during and after the financial crisis. From this paper and from papers 
that emerged during and after the financial crisis, negative results from the financial crisis 
on financial market integration are more likely to be observed. Černohorská et al. (2009), 
for example, show this in more detail. Based on the discussion of results and comparisons 
we can conclude that the method ANOVA can be used to assess the degree of integration 
of financial markets as a whole and its individual parts. 

7 Conclusion 

The goal of this paper was to evaluate the development of credit market integration in 
selected European Union countries on the basis of an analysis of the development of 
lending and deposit interest rates. 

We began with the values of the nominal lending and deposit interest rates published 
by the International Monetary Fund. These rates are basic interest rates in each economy 
which are set by central banks. We measured the level of integration attained using the 
convergence of price indicators for the same assets in various countries – specifically, 
nominal lending and deposit interest rate differentials. On the basis of the results, it is 
possible to state that credit market integration decreased slightly over the monitored 
period, which is proved mainly by the examination of the development of the interest rate 
differential for lending interest rates. According to our measurements, credit markets are 
quite extensively integrated. Nonetheless, the interest rates we examined – in addition to 
other price and quantitative indicators – need to converge more in the future in order for 
the financial markets to contribute to greater integration of the European Union as a 
whole. 

It is primarily necessary to reduce the level of distrust of investors for higher 
convergence of financial markets in Europe. This can be achieved by economical and 
effective fiscal policy (a significant long-term reduction of state budget deficits), 
cooperation of monetary and fiscal policies, structural reforms in the most problematic 
countries (some eastern European countries, Greece, Portugal). The impact of inflation is 
currently negligible, because inflation is slightly above zero in most countries. However, 
the price convergence of the less developed countries will be necessary again in the 
future. This means that these countries will have a higher inflation rate than the 
developed western European countries. Central banks should not slow down this natural 
development. We can therefore assume slightly positive interest rate differentials in 
eastern European countries. It is also clear that the next crisis (of some part of the 
financial markets) occurs again and it is therefore necessary to set such conditions and 
stabilise the economy so that the impact of these crises has been minimised. 



   

 

   

   
 

   

   

 

   

    Interest rate development as an indicator of credit market integration 15    
 

    
 
 

   

   
 

   

   

 

   

       
 

Table 12 Multiple comparison for lending rate differentials in the second period 
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