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Abstract:
Other than their capital, foreign banks also brought their paradigm of efficient business into our 
economic system, thus strengthening Serbia’s banking system. The aim of this paper is to point out 
the efficiency trends of the observed banks within the period from 2010 to 2017 using efficiency 
indicator ratios. The criterion for selecting banks is the amount of net balance sheet assets. By 
comparing the financial statements of the selected banks, as well as comparing the changes in the 
number of banks, the employees and the amount of balance sheet assets, with the achieved results, 
we gain insight into the overall banking image of our country, as the obtained values approximate 
an image of the entire Serbian banking system. They have been empirically calculated, graphically 
presented and commented upon in order to create, in a clearer way, an image of the efficient busi-
ness operation of the banks in Serbia.  
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INTRODUCTORY CONSIDERATIONS

The subject of the research in this paper is a comparative analysis of the publicly 
published regular annual income statements of the 10 largest banks operating in 
the Republic of Serbia, using efficiency indicator ratios. The criterion by which the 
banks were selected is the amount of net balance sheet assets, and as such, we used 
the data from the balance sheets of the following banks:

 ◆ Banca Intesa a.d. Belgrade
 ◆ Komercijalna banka a.d. Belgrade
 ◆ Unicredit Bank Serbia a.d. Belgrade
 ◆ Raiffeisen Bank a.d. Belgrade
 ◆ Societe Generale bank Serbia a.d. Belgrade
 ◆ AIK banka a.d. Belgrade
 ◆ Eurobank a.d. Belgrade
 ◆ Erste Bank a.d. Novi Sad
 ◆ Banka Postanska stedionica a.d. Belgrade
 ◆ Vojvodjanska banka a.d. Novi Sad

As the balance sheet assets of the observed banks amount to about 75% of the 
total balance sheet assets, the obtained values approximate the performance of 
the entire banking sector of the Republic of Serbia to a good extent. According 
to this criterion, the largest bank in Serbia is Banca Intesa a.d. Belgrade with a 
market share of around 15%. The survey was done on the basis of comparing the 
balance positions using the program Microsoft Excel. The aim of the research is to 
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indicate the significance of the relations of the positions 
in the financial statements, so that the obtained results 
are usable in terms of entering into future business and 
financial relations.

LITERATURE REVIEW

There is a continuing dilemma regarding which banks 
are more successful - those that put emphasis on effi-
ciency and permanently, carefully control their operat-
ing expenses in order to lower them as much as possible 
or those that place emphasis on profitability and strive 
to achieve the best possible returns on invested funds for 
their owners. To this moment, there is still no consensus 
on which performance assessment system is better, and 
whether the highest priority should be given to the con-
cept of profitability or efficiency. Addressing this question 
Berger et al. (2017) inform the current debate about the 
efficacy of different ways of intervening and dealing with 
distressed banks and help fill in a gap in the literature that 
lacks empirical evidence on whether regulatory interven-
tions and capital support are beneficial. Ljumovic et al. 
(2015) consider that in the 21st century, a good banker 
is the one who can provide the client with a service or 
advice in the right moment, i.e. the one who can satisfy 
the financial appetites of his clients. According to Kalas 
and Rakita (2017), when it comes to the efficient opera-
tion of banking organizations, the principles of liquidity 
and profitability are imposed as one of the most important 
principles of their operation. Mirkovic et al. (2016) say 
that when it comes to regulatory requirements, it is neces-
sary to emphasize that the main goal of introducing Basel 
standards (especially Basel III), and improve the quality 
of regulatory capital and strengthen capital requirements, 
as well as to shift the focus to share capital and stricter re-
quirements. In order to understand business performance 
more precisely, experts from the banking sector have de-
veloped and designed many indicators. According to Da-
sic (2015), besides the achievement of the profits, the goal 
of a bank is to provide a continuous growth and develop-
ment the market. As the nature of the operation of banks 
differs fundamentally from the operation of companies in 
the non-financial sector, financial statements are also dif-
ferent, and their structure and content must reflect all of 
the specifics of banking business operations. Mishkin and 
Eakind (2012) say that deteriorating balance sheets and 
tougher business conditions lead some financial institu-
tions into insolvency, when net worth becomes negative. 

Andjelic and Vesic (2016) confirm that a large number 
of studies related to the assessment of bank performance 
are focused on indicator ratios. The same author believes 
that when considering the decision of whether to provide 
credit financing, a commercial bank is most interested in 
first finding out the liquidity indicators of the company. 

THE CURRENT STATE OF THE BANKING 
SECTOR IN THE REPUBLIC OF SERBIA

Lin and Wang (2018) say that intensified financial 
disintermediation, liberalization of interest rates, and 
development of online banking have reduced the profit 
margins of the traditional lending business in commercial 
banks. Although during the financial crisis the banking 
sector in Serbia was exposed to an intense shock, thanks 
to the relatively conservative policy of the Central Bank 
of Serbia, the sector was sufficiently resistant and the ac-
cumulated reserves were sufficient for handling all of the 
current and potential future negative effects of the finan-
cial crisis period. Racic and Barjaktarovic (2017) consider 
that the reaction of the banks that followed in response 
to the financial crisis, led to the decrease in the volume 
of placements, the growth of liquidity and a decrease in 
active and passive interest rates. In order to present and 
gain a better insight into the current situation of the bank-
ing sector in the Republic of Serbia, in this section of the 
paper an overview of the number of banks, the number of 
the employees in the banking sector and a review of bal-
ance sheet assets are presented. The above-mentioned re-
view is systematized according to the ownership structure 
of the bank and it was done for the period from 2010 to 
2017, according to analyses and reports from the Central 
Bank of Serbia.

The number of banks in the banking sector

At the beginning of the process of restructuring the 
financial system in the region of Central and Eastern Eu-
rope, the dominance of the banks with majority state own-
ership has been noted. Dimic and Barjaktarovic (2017) 
noted that the domestic owners did not take adequate care 
of their property, which resulted in a change in the own-
ership structure and an increase in the shares of foreign 
investors in the financial sector of the region. At the end 
of 2010, 33 banks operated in the banking system of the 
Republic of Serbia, as can be seen in Table 1.
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Of the total number of banks, 12 are owned by do-
mestic entities, while 21 banks are in foreign ownership. 
Foreign banks come from 11 different countries and with 
a share of between 70% and 75% in the total assets, capital 
and the employees prevail in our banking sector. Until 
2015, the number of foreign banks remained unchanged, 
while the total number of banks is slowly decreasing, due 
to the decrease in the number of banks owned by domes-
tic entities due to the revoking of work permits by the 
Central Bank of Serbia, because their operations proved 
inefficient, illiquid and irrational. Thus, at the end of Oc-
tober 2012, the Central Bank of Serbia revoked the license 
of Nova Agrobanka a.d. Belgrade, on the grounds that 
within the stipulated deadline of 6 months after obtain-
ing the work permit, it did not perform the harmonization 
of operations in the area of the capital and indicators of 
operations with the provisions of the Law on Banks. In 
April 2013, the Central Bank of Serbia revoked the license 
of Razvojna banka Vojvodine a.d. Novi Sad. The change 
in the trend of the number of banks only starts by the end 
of 2014, when the Central Bank of Serbia granted an op-
erating license to Mirabank a.d. Belgrade, while Bank of 
China a.d. Belgrade got their operating license in 2016. In 
2014, KBC Bank a.d. Belgrade changed its business name 
to Telenor Bank a.d. Belgrade, and in 2015 Cacanka banka 
a.d. Cacak changed its business name to Halkbank a.d. 
Belgrade, further reducing the number of domestic banks.

Number of the employees in the banking sector

By the end of 2010, the banking sector employed a to-
tal of 29,887 people. The downward trend in the number 

of people in the banking sector started in 2009 and con-
tinues to this day. From Table 2 we see that the number 
of the employees is reduced both in domestically owned 
banks and in foreign-owned banks. 

The assets of the banking sector

The total net assets of banks in 2010 amounted to 
RSD 2,534 billion. From that time onwards, we can see 
the trend of growth in the assets of the banking sector, as 
shown in Table 3. Banks owned by foreign entities exhib-
ited faster growth of assets, but despite the decrease in the 
number of banks, growth in total assets was also present in 
the banks owned by domestic entities. In terms of shares 
in the total assets, the banks owned by foreign entities pre-
vail in the observed period, with more than 73% of the net 
assets of the total assets of the banking sector in Serbia.

The observed period ends with an increase in net bal-
ance assets by slightly more than 20% compared to the 
beginning of the observed period. As for the concentra-
tion of the banking sector, given the large number of 
banks with a small share in the total assets, but also in the 
total incomes, loans and deposits, it can be said that the 
sector is largely fragmented. Miljkovic and Ristanovic 
(2017) consider that the main cause of the growth of 
balance sheet assets is the increased intensity in lending 
activity. On the other hand, the highest priority goal of 
the banks within the Serbian economy, as is the common 
practice in the modern market, was to achieve a satisfac-
tory profit rate per unit of capital.

Table 1. Overview of the banks in Serbia according to their type of ownership structure for the period of 2010-2017

YEAR
2010 2011 2012 2013 2014 2015 2016 2017

Number of banks

Banks owned by domestic entities 12 12 11 9 8 7 8 9

State-owned 8 8 8 6 6 6 6 6

Privately owned 4 4 3 3 2 1 2 3

Banks owned by foreign entities 21 21 21 21 21 23 22 21

Italy 2 2 2 2 2 2 2 2

Austria 4 4 3 3 3 3 3 3

Greece 4 4 4 4 4 4 4 4

France 3 3 3 3 3 3 3 2

Others 8 8 9 9 9 11 10 10

TOTAL 33 33 32 30 29 30 30 30

Source: Calculations and presentation by the author based on the data provided by the NBS
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Table 2. Overview of the banks in Serbia according to their number of their employees for the period of 2010-2017
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Table 3. Overview of the net balance sheet assets in the banking sector of Serbia for the period of 2010-2017.
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EMPIRICAL ANALYSIS OF EFFICIENCY, 
RESULTS AND DISCUSSION

The analysis of our banking sector was carried out for 
the period from 2010 to 2017, on the basis of the financial 
statements, i.e. the reports on the financial position and 
reports of the total achieved result of the banks collect-
ed from the website of the Central Bank of Serbia. It is a 
known rule that when calculating indicator ratios, the cal-
culation of the average of the items from the balance sheet 
is done based on the values   from the beginning and the 
end of the year. By using the average value in the analysis 
of a longer period of time the movement dynamics of the 
indicator are ironed out. In our analysis, average values 
were not taken for the indicators that use items from the 
balance sheet because the analysis was done for 7 years 
and the basic idea was to make the movement dynamics 
of the indicator more pronounced. According to Laeven, 
Ratnovski and Tong (2016), we find strong evidence that 
systemic risk increases with a bank size. Ljumovic and 
Knezevic (2011) say for the analysis of the efficiency of 
a bank’s operations, numerous indicators that are clas-
sified into two groups are used: indicators of noninterest 
expenses and indicators of noninterest income. 

Natoi and Spulbar (2016) belive that the results show 
that an increase in the non-interest income or changes in 
the structure of income will reduce the operating stability 
of the banking industry. 

In this part of the paper, a graphical representation of 
the calculated indicator ratios with comments is given. 
In order to achieve more clarity, the charts show the val-
ues   of the indicator ratios for the 10 observed banks. A 
particular chart is related to the particular indicator ratio 
and shows a graphical representation of the value of that 
indicator ratio for those banks within the observed period. 
In addition to the individual values of the indicator ratios, 
their average value is also shown, in order to better under-
stand the performance dynamics of banks.

The first indicator of noninterest expenses is shown 
in Graph 1 and is calculated using the following formula:

noninterest expenses
(I) =

total expenses

From the graph we see that the share of noninterest 
expenses in the total operating expenses in the observed 
period shows a slight increase. Since there are no signifi-
cant deviations from the average, banks have an increas-
ingly smaller share of expenses based on their business, 
the collection of deposits. The increase in noninterest ex-
penses is a consequence of the expenses on the basis of 
modern services provided by the bank to its clients, but 
these costs are for a good part on the rise, also due to the 
bank’s unsecured loans.

(1)

Illustration 1. Share of the noninterest expenses in the total operating expenses 

Source: Calculations and presentation by the author based on the data provided by the NBS

The second indicator of noninterest expenses is shown 
in Graph 2 and is calculated using the following formula:

noninterest expenses
(II) =

total income

On average, about 60% of the total income is spent 
on noninterest expenses. Given that noninterest expenses 
represent the value of all of the expenses of the banks, 
besides interest expenses, we can conclude that banks are 
not heavily indebted either to each other or to the Cen-
tral Bank, but also that they are not able to collect new 
deposits.

(2)
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Noninterest income indicators are made up by the first 
ratio as the ratio of noninterest income and the total oper-
ating income, and the second ratio as the ratio of nonin-
terest income and average total assets. The first indicator 
of noninterest income is shown in Graph 3 and shows 
stable movement, meaning that during the observed pe-
riod there were no significant changes in the structure of 
the income of the banks.

In total income, slightly more than 25% is represented 
by noninterest bearing income, meaning that in most 
banks, income based on their core activity, loan approval, 
is dominant. The exception is Postanska stedionica a.d. 
Belgrade, which in 2010, 2011 and 2017 realized about 
45% of the noninterest income.

 

Illustration 2. The share of noninterest expenses in the total income

Source: Calculations and presentation by the author based on the data provided by the NBS

Illustration 3. Share of the noninterest income in total income

Source: Calculations and presentation by the author based on the data provided by the NBS

The second indicator of non-interest income shows the 
share of noninterest income of the average total assets, 
and in Graph 4 we see that this share is almost constant 
during the observed period, with a tendency of growth in 

2016, after which it saw a slight decline. A large amount of 
noninterest bearing income is realized by Postanska ste-
dionica a.d. Belgrade, because the values of this indicator 
for other banks are far below its values.

Illustration 4. Share of the noninterest income in the total assets

Source: Calculations and presentation by the author based on the data provided by the NBS
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CONCLUSION

Roganovic et al. (2017) stated that today, in the condi-
tions of globalization, the economic interdependence of 
states is greater than ever before. During the transition 
process, as Serbia opened up towards foreign capital, sig-
nificant owner transformations and changes in the own-
ership structure of banks have occurred. Foreign banks 
became the owners of a portion of state-owned banks, and 
the number of domestic-owned banks decreased during 
the observed period. The Central Bank of Serbia has with-
drawn its operating licenses, primarily due to the conduct 
of inefficient and irrational business policies. However, 
the efficiency of the banking sector has been improved as 
the foreign banks transferred their paradigm of efficient 
business along with their capital. Despite the downward 
trend in the number of the employees and the number 
of banks, we can see that the banking sector’s assets have 
exhibited a trend of growth, which confirms that, among 
other things, banks are operating efficiently.

After calculating and graphically representing the in-
dicator ratios, we get an insight into the financial perfor-
mance of banks in our banking sector. According to Lukic 
and Trsic (2015), higher efficiency ratios indicate a lower 
risk, but also lower profitability of the bank, and vice ver-
sa. Vukosavljevic et al. (2016) believe that trends in unse-
cured loans show that banks could have a very big prob-
lem, and Kalas and Rakita (2017) consider that although 
the primary objective of banks is profit, it is necessary for 
banking organizations to function as economic flows by 
enabling the availability of cash to business entities and 
other participants present on the market. The problem in 
the operation of banks occurs in the collection of their 
loans because, due to the slowed economic activity, clients 
are increasingly less able to timely and fully settle their ob-
ligations. However, through everyday innovations in the 
banking sector, banks are attempting to improve their ef-
ficiency, the ultimate effect of which is profitability, as the 
main business motive of banks is the achievement of the 
greatest profits possible.
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