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Many reforms of banking market liberalization in CEE countries raised the question on the convergence of banks' competitive behaviour, particularly because of the presence of foreign banks from same European regions. We find within-country convergence of three used bank competition measures, with higher convergence levels of market power and of competitive behaviour, and with faster convergence trend for foreign banks. Despite the efforts for banking market integration, there is no general movement toward across-countries convergence of competitive behaviour of CEE banks, neither for foreign nor for domestic institutions, higher dispersion of countries being however observed for the former.

Introduction

Governments in Central and Eastern European (CEE) countries succeeded in establishing of a competitive banking environment [START_REF] Bonin | Banking in Transition Countries[END_REF], in opening their banking markets to foreign participation and the integration of these markets to the European banking market. Among many other competitive-enhancing regulation measures, they had to adopt the principle of home country control for banks and the principle of single banking licence that authorizes any bank of any EU state to provide banking services in another EU member without additional authorization. The latter aims particularly to favour the EU cross-border expansion of banking products and thus to increase the bank competition. Consequently, the intention of all competitive-enhancing measures to create a single EU banking market should favour a homogeneous competitive environment for CEE banks and should lead to the convergence of bank competition.

At the beginning of the transition, foreign banks were eager to enter CEE markets. As members of same large European banking groups, they proposed similar products across all CEE banking markets, some being very innovative and other more efficient. Their relative advantage in terms of expertise, technology and know-how for credit screening and risk management, as well as the reputation of their parents, might have reduced the price of their products in order to enter these markets [START_REF] De Haas | Foreign banks and credit stability in Central and Eastern Europe. A panel data analysis[END_REF][START_REF] Claeys | Modes of Foreign Bank Entry and Effects on Lending Rates: Theory and Evidence[END_REF], spreading the pressures of competition on domestic banks as well and contributing to the convergence of competition in banking. However, the same factors might have increased the price once these markets have been conquered.

The main objective of this paper is thus to investigate the integration of CEE banking markets in terms of the convergence of bank competition. A perfect banking integration implies convergence toward the same price behaviour, which might be expected at least for foreign banks. However, different regulatory environments, various entry policies into these banking markets and different privatisation procedures of state-owned banks, among many other factors, would hamper foreign banks in CEE countries to behave alike.

No study, to the best of our knowledge, explored this important issue on CEE banks. Few papers on the subject focusing on the EU-15 banking markets emphasize different levels of European banks' competitiveness, in spite of a global increase in competition among these institutions [START_REF] De Bandt | Competition, contestability and market structure in European banking sector on the eve of EMU[END_REF]. [START_REF] Molyneux | Competitive conditions in European banking[END_REF] have firstly mentioned that these different competition levels are sign of lack of integration of European banks.

Our intention is thus, firstly, to assess the bank competition and its evolution in CEE economies and to examine if there is a difference between foreign and domestic banks. Our findings will contribute to a better understanding of the role of many competition-enhancing measures, as opening of the banking market and the entry of new banks, as well as competition-reducing measures, as merger-and-acquisition wave in these banking industries. A divergent competitive behaviour between foreign and domestic banks may hamper the homogenization process on CEE banking markets, which hastened after EU accession. Secondly, we aim to study whether there is convergence in bank competition both within and across CEE banking industries. This issue is of a great importance at least for the following three reasons. First, the within-country convergence is, as mentioned, a sign of harmonization in banking industry: domestic banks performs more and more new activities introduced by foreign counterparts, such as underwriting and trading securities, brokerage and investment, and therefore approach closer to practices of foreign banks. This might imply lower prices for banking products and more efficient and complete banking market. Second, the acrosscountries convergence is necessary for euro-zone accession perspective, some CEE countries being already members of euro-zone. In banking-oriented economies as CEE countries are, the transmission of the monetary policy depends mostly on the willingness of banks to adjust their loan and deposit rates on the evolution of the central bank's instruments. Since the reaction of banking institutions depends itself on their market power and competitive behaviour, different convergent levels across countries may imply an asymmetric effect of the monetary policy. Finally, with different convergence levels between foreign and domestic banks, an asymmetric impact may occur within CEE economies too, but at lesser extent due to compensation measures.

Other contribution to the banking literature of transition countries is precisely the estimation of convergence levels for different measures of bank competition. In order to test the convergence, we apply the two major concepts of convergence, β-convergence and σconvergence. Unlike other studies [START_REF] Weill | Convergence in banking efficiency across European countries[END_REF][START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF], we make these tests at microeconomic level, that is, across banks of each country and not across banking markets. Thus, βconvergence implies that banks with less competitive behaviour know faster increase of their competitiveness than banks with more competitive incentives. σ-convergence is considered when each bank's competitive measure is converging to the country's average level. More precisely, it implies that the deviation from the average level diminishes over time.

Finally, unlike previous studies, our microeconomic approach allows the examination of the convergence of bank competitive measures within each CEE country and the global convergence across all studied CEE banking markets. For the latter, using the results for within-country convergence, we determine with precision the groups of countries, whose banks have a similar competitive behaviour. This approach also allows the examination of the role of ownership profile on the convergence of bank competition.

In order to investigate the convergence of CEE banks' competitive behaviour and the role of ownership profile, we firstly briefly present the literature survey on the bank competition in European countries, especially in CEE banking markets, and emphasize the lack of convergence obtained by previous works. In section 3, we outline the methodology used to estimate the bank competitive measures, that is, the Lerner index, the Boone indicator and the H-statistic, and our approach for convergence tests. In section 4, we describe our data and variables, and explain and comment our empirical results. Finally, we conclude in section 5.

Related literature

Expected effects in the banking industry of CEE countries' accession to EU were an increased competition with new banking products and lower bank prices. However, few studies on EU old members find an imperfect competition in 1990s and some divergences across types of banks [START_REF] De Bandt | Competition, contestability and market structure in European banking sector on the eve of EMU[END_REF] and across countries [START_REF] Molyneux | Competitive conditions in European banking[END_REF][START_REF] Hondroyiannis | Assessing competitive conditions in the Greek banking system[END_REF][START_REF] Coccorese | Banking competition and macroeconomic conditions: a disaggregate analysis[END_REF].

The lack of convergence of bank competition is also observed for CEE countries. Considering [START_REF] Panzar | Testing for "monopoly" equilibrium[END_REF] methodology to estimate the H-statistic as measure of bank competition, [START_REF] Gelos | Consolidation and Market Structure in Emerging Market Banking Systems[END_REF] find that bank competition increased in the Czech Republic and decreased in Hungary and Poland from 1994 to 1999. With the same methodology, [START_REF] Mamatzakis | Competition and concentration in the banking sector of the South Eastern European region[END_REF] investigate the competitive conditions in the banking industry in the South and Eastern European region over the period 1998-2002, and find a monopolisitic competition for these banking industries. [START_REF] Dracos | Competition and Contestability in transition banking: an empirical analysis[END_REF] obtained similar results.

The main shortcoming of the previous approach is the estimation of an average measure of bank competition over the time sample, which therefore does not allow the determination of the evolution of competition level. Considering a translog revenue function instead of a linear form, [START_REF] Lapteacru | Impact of competition on bank efficiency: the case of Eastern and Central Europe[END_REF] overcome this problem and estimate the H-statistic for each bank and for each year over 1999-2006 period. They find that the competitive behaviour of Hungarian, Latvian, Lithuanian, Romanian, and Czech banks weakens and it strengthens for Slovak and Slovenian banking institutions. Lapteacru (2014) also highlights huge differences. Thus, these first studies clearly show either different levels or different trends of bank competition, presuming lack of convergence.

A divergence in banks' competitive behaviour is also found with the Lerner index, which is defined as mark-up of output price over marginal cost and measures the market power of banks. [START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF] points out that these two measures are conceptually completely different and shows, on the example of CEE countries, that banks with higher H-statistic can have higher market power, and vice versa. Only in Slovakia does fierce market competition imply a decrease in market power. [START_REF] Agoraki | Regulations, competition and bank risktaking in transition countries[END_REF] find an increase in market power for Bulgarian, Czech, Hungarian, Estonian and Latvian banks and a decrease of the Lerner index of banking institutions of Poland andSlovakia over 1998-2005 period. The results of [START_REF] Lapteacru | Impact of competition on bank efficiency: the case of Eastern and Central Europe[END_REF] suggest the same evolution for Czech, Hungarian and Estonian banking institutions and no trend for Latvian, Slovak and Slovenian banks. Thus, with the Lerner index we also may presume the lack of convergence of CEE banks' competitiveness. However, none of these studies made convergence tests and none of them considered the role of foreign banks in the creation of convergence groups.

The only paper that made convergence tests on bank competition in the EU, including in CEE countries, is that of [START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF]. Applying both competitive measures, he finds no trend in market power of CEE banks and opposite evolution of the H-statistic: decreases for Bulgaria, the Czech Republic, Latvia, Poland, Romania and Slovenia, and increases for Estonia, Hungary, Lithuania and Slovakia. His convergence test imposes the determination of a global convergence level for all EU banking markets. Consequently, even if he concludes on the convergence in bank competition across European countries, his results do not provide information neither about the convergence within each country nor about the convergence groups of countries.

All these subjects (or their omission) guide our empirical investigation. In the following, we provide a methodological overview of applied measures of bank competition, which are the Lerner index, the Boone indicator and the H-statistic.

Methodology

In this section, we present the methodology used to estimate employed measures of bank competition. We then explain our within-country convergence tests and the creation of group of countries with same levels of bank competition, which will precisely uncover the acrosscountries convergence.

Measures of bank competition

We will apply the Lerner index, the Boone indicator and the H-statistic, because they do not measure the same aspects of competition [START_REF] Degryse | Microeconometrics of Banking: Methods, Applications, and Results[END_REF][START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF].

Lerner Index

The Lerner index is a structural measure that is defined as the mark-up of price over the bank's marginal cost:

𝐿𝐿 𝑖𝑖𝑖𝑖 = 𝑝𝑝 𝑖𝑖𝑖𝑖 - 𝜕𝜕𝐶𝐶 𝑖𝑖𝑖𝑖 𝜕𝜕𝑦𝑦 𝑖𝑖𝑖𝑖 𝑝𝑝 𝑖𝑖𝑖𝑖 , ( 1 
)
where 𝑝𝑝 𝑖𝑖𝑖𝑖 represents the average price of bank i's output at time t, 𝐶𝐶 𝑖𝑖𝑖𝑖 is the bank's total cost and 𝑦𝑦 𝑖𝑖𝑖𝑖 is its output. Banks have no market power if 𝐿𝐿 𝑖𝑖𝑖𝑖 = 0, and the bank's market power increases with an increase in 𝐿𝐿 𝑖𝑖𝑖𝑖 . The Lerner index is computed for each bank and for each year and has been applied to assess the evolution bank competition (Fernández de Guevara et al., 2007;[START_REF] Carbó | Cross-country comparisons of competition and pricing power in European banking[END_REF][START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF] and to determine its factors [START_REF] Berger | Bank competition and financial stability[END_REF][START_REF] Fungacova | Does competition influence bank failures? Evidence from Russia[END_REF].

The econometric methodology consists in the estimation of the marginal cost of banks.

The banking literature mostly uses either the total amount of loans [START_REF] Pruteanu-Podpiera | Banking competition and cost efficiency: a micro-data analysis on the Czech banking industry[END_REF][START_REF] Solís | The social costs of bank market power: Evidence from Mexico[END_REF] or total assets [START_REF] Fernández De Guevara | Integration and competition in the European financial markets[END_REF][START_REF] Carbó | Cross-country comparisons of competition and pricing power in European banking[END_REF][START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF] as bank output. This study considers three bank products that are principal sources of revenue for CEE banks: non-financial loans, bank loans and investment assets, which are produced with funds, labour and physical capital. The translog cost function consists, therefore, of three inputs and three types of outputs as following:

ln𝐶𝐶 𝑖𝑖𝑖𝑖 = 𝑐𝑐 0 + 𝛼𝛼 𝑖𝑖 + 𝜇𝜇 𝑖𝑖 + � 𝛽𝛽 𝑗𝑗 ln𝑤𝑤 𝑗𝑗,𝑖𝑖𝑖𝑖 3 𝑗𝑗=1 + � 𝛾𝛾 𝑚𝑚 ln𝑦𝑦 𝑚𝑚,𝑖𝑖𝑖𝑖 3 𝑚𝑚=1 + 1 2 � � 𝜑𝜑 𝑘𝑘𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 3 𝑘𝑘=1 + � � 𝜒𝜒 𝑚𝑚𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 ln𝑦𝑦 𝑚𝑚,𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 3 𝑚𝑚=1 + 1 2 � � 𝜌𝜌 𝑚𝑚𝑚𝑚 ln𝑦𝑦 𝑚𝑚,𝑖𝑖𝑖𝑖 3 𝑚𝑚=1 ln𝑦𝑦 𝑚𝑚,𝑖𝑖𝑖𝑖 3 𝑚𝑚=1 + � 𝜔𝜔 1𝑚𝑚 ln𝑦𝑦 𝑚𝑚,𝑖𝑖𝑖𝑖 ln𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑚𝑚=1 + 𝜀𝜀 𝑖𝑖𝑖𝑖 + � 𝜔𝜔 2𝑚𝑚 ln𝑦𝑦 𝑚𝑚,𝑖𝑖𝑖𝑖 𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑚𝑚=1 + 𝜀𝜀 𝑖𝑖𝑖𝑖 , (2) 
where total costs Cit comprise operational and non-operational costs. ym is the banking product of type m: non-financial loans, bank loans and other earning-assets. w1 is the price of funds that is measured as the ratio of interest expenses to total interest-bearing liabilities, w2 is the price of labour that is calculated as the ratio of wage expense to total assets 1 , and w3 is the price of other inputs that is estimated as the ratio of other operational expenses to total assets 2 . 𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 represents real GDP in year t of the country of bank i, and 𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 is real GDP growth. The evolution of banks' costs may also be affected by the business cycle, which explains the presence of economic indicators related to cross-product terms.

As homogeneous function of degree 1, the cost function must respect the following homogeneity conditions:

� 𝛽𝛽 𝑗𝑗 = 1 3 𝑗𝑗=1 � 𝜒𝜒 𝑚𝑚𝑘𝑘 = 0 3 𝑘𝑘=1 (𝑚𝑚 = [1,3]) � 𝜑𝜑 𝑘𝑘𝑘𝑘 = 0 3 𝑘𝑘=1 (𝑙𝑙 = [1,3]).
(3)

Similarly, the conditions of symmetry are also considered:

φkl=φlk (l,k = [1,3]), ρms=ρsm (m,s = [1,3]).
Equation ( 2) is regressed using a panel data model with fixed individual effects, αi, and fixed time effects, 𝜇𝜇 𝑖𝑖 , and the results are applied in the estimation of the marginal cost according to the following expression:

𝑚𝑚𝑐𝑐 𝑖𝑖𝑖𝑖 = 𝜕𝜕𝐶𝐶 𝑖𝑖𝑖𝑖 𝜕𝜕�𝑦𝑦 1,𝑖𝑖𝑖𝑖 + 𝑦𝑦 2,𝑖𝑖𝑖𝑖 + 𝑦𝑦 3,𝑖𝑖𝑖𝑖 � = � � 𝛾𝛾 𝑚𝑚 3 𝑚𝑚=1 + � � 𝜒𝜒 𝑚𝑚𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 + � � 𝜌𝜌 𝑚𝑚𝑚𝑚 ln𝑦𝑦 𝑚𝑚 3 𝑚𝑚=1 3 𝑚𝑚=1 3 𝑚𝑚=1 + � 𝜔𝜔 1𝑚𝑚 ln𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑚𝑚=1 + � 𝜔𝜔 2𝑚𝑚 𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑚𝑚=1 � × 𝐶𝐶 𝑖𝑖𝑖𝑖 𝑦𝑦 1,𝑖𝑖𝑖𝑖 + 𝑦𝑦 2,𝑖𝑖𝑖𝑖 + 𝑦𝑦 3,𝑖𝑖𝑖𝑖 . ( 4 
)
The results are then employed in the estimation of the Lerner index Lit (eq. 1), computing the average price of bank output as the ratio of total revenues to interest-earning assets, 𝑝𝑝 𝑖𝑖𝑖𝑖 = 𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 �𝑦𝑦 1,𝑖𝑖𝑖𝑖 + 𝑦𝑦 2,𝑖𝑖𝑖𝑖 + 𝑦𝑦 3,𝑖𝑖𝑖𝑖 � ⁄ .

1 Following many other studies [START_REF] Fernández De Guevara | Integration and competition in the European financial markets[END_REF][START_REF] Maudos | The cost of market power in banking: Social welfare loss vs. cost inefficiency[END_REF][START_REF] Solís | The social costs of bank market power: Evidence from Mexico[END_REF][START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF] and because of the data availability, we use total assets instead of the number of employees. This will not qualitatively affect our results because total assets correlate significantly and positively with the number of employees.

2 Many authors use the price of physical capital instead of the price of other inputs. We employ the latter because the data for its calculation are available for the most of banks and because it comprises all other inputs and not a particular one.

Boone indicator

Boone (2008) suggests to measure how (cost) inefficiency, as reflected by differences in marginal cost, influences bank profitability. He proposes an indicator of competition based on idea that more efficient firms gain higher market shares, and that this effect will be stronger in more competitive banking market. Thanks to its important advantages, namely strong theoretical foundations and the consideration of efficiency-competitive behaviour nexus, this indicator has begun to be intensely used in recent banking literature: to measure the role of bank competition on the firms' access to finance [START_REF] Love | How bank competition affects firms' access to finance[END_REF], to assess the impact of financial reforms on bank competition through different institutional regimes [START_REF] Delis | Bank competition, financial reform, and institutions: the importance of being developed[END_REF], to revisit the relationship between banking market competition and risk-taking [START_REF] Tabak | The relationship between banking market competition and risk-taking: do size and capitalization matter?[END_REF], or just to measure the bank competition [START_REF] Van Leuvensteijn | A new approach to measuring competition in the loan markets of the euro area[END_REF].

It is often calculated as the elasticity of profits to marginal cost, based on idea that more efficient firms, that is, with lower marginal cost, earn more profits [START_REF] Degryse | Microeconometrics of Banking: Methods, Applications, and Results[END_REF][START_REF] Buch | Do banks benefit from internationalization? Revisiting the market-power risk nexus[END_REF][START_REF] Leon | Does bank competition alleviate credit constraints in developing countries?[END_REF]. However, higher profits do not necessarily mean more market shares, towards should lead the concept of [START_REF] Boone | A new way to measure competition[END_REF] of bank competitiveness. Van Leuvensteijn et al. (2013) develop the theoretical approach of [START_REF] Boone | A new way to measure competition[END_REF] for banking industry and support the idea that the Boone indicator must be directly considered as the elasticity of market share to marginal cost as in [START_REF] Bikker | Competition and efficiency in the Dutch life insurance industry[END_REF]. We follow this direct competitive effect of bank efficiency on market share gain, and apply the following econometric model to compute the Boone indicator:

ln𝑚𝑚𝑚𝑚 𝑖𝑖𝑖𝑖 = 𝜋𝜋 0 + 𝜋𝜋 1𝑖𝑖 + 𝜈𝜈 𝑖𝑖 + 𝜃𝜃 1 ln𝑚𝑚𝑐𝑐 𝑖𝑖𝑖𝑖 + 𝜃𝜃 2 ln𝑚𝑚𝑐𝑐 𝑖𝑖𝑖𝑖 × ln𝑚𝑚𝑐𝑐 𝑖𝑖𝑖𝑖 + 𝜃𝜃 3 ln𝑚𝑚𝑐𝑐 𝑖𝑖𝑖𝑖 × ln𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 +𝜃𝜃 4 ln𝑚𝑚𝑐𝑐 𝑖𝑖𝑖𝑖 × 𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 + 𝜀𝜀 𝑖𝑖𝑖𝑖 , (5) where 𝑚𝑚𝑚𝑚 𝑖𝑖𝑖𝑖 = 𝑒𝑒𝑒𝑒𝑔𝑔𝑒𝑒. 𝑒𝑒𝑚𝑚𝑚𝑚𝑒𝑒𝑎𝑎𝑚𝑚 𝑖𝑖𝑖𝑖 ∑ 𝑒𝑒𝑒𝑒𝑔𝑔𝑒𝑒. 𝑒𝑒𝑚𝑚𝑚𝑚𝑒𝑒𝑎𝑎𝑚𝑚 𝑖𝑖𝑖𝑖 𝑖𝑖 ⁄
stands for earning assets share for bank i in year t. As for bank costs, business cycle may also affect the evolution of market share. As the elasticity of market share to marginal cost, the Boone indicator is calculated as following:

𝐵𝐵𝐵𝐵𝐵𝐵𝑒𝑒𝑒𝑒 𝑖𝑖𝑖𝑖 = 𝜃𝜃 1 + 2𝜃𝜃 2 ln(𝑚𝑚𝑐𝑐 𝑖𝑖𝑖𝑖 ) + 𝜃𝜃 3 ln(𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 ) + 𝜃𝜃 4 𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 .
(6)

H-statistic

Other aspect about the competitive behaviour of banks is addressed by the H-statistic of [START_REF] Panzar | Testing for "monopoly" equilibrium[END_REF], which is the aggregate elasticity of banks' revenue to input prices. Its authors show that the way in which the variation of input prices is transmitted to banks' revenue depends on the level of competition in the market. The H-statistic equals to one in a perfectly competitive market and ranges between 0 and 1 for banks operating under monopolistic competition. It is less than or equal to zero for banks that collude.

Regarding its concept, to compute the H-statistic we firstly must determine the revenue function of banks and, as it may also change with the economic context, we use the following translog form:

ln𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 = a 0 + ϑ i + 𝜐𝜐 𝑖𝑖 + � 𝜆𝜆 𝑗𝑗 ln𝑤𝑤 𝑗𝑗,𝑖𝑖𝑖𝑖 3 𝑗𝑗=1 + 𝜓𝜓 1 ln𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 + 𝜓𝜓 2 ln𝐿𝐿𝐵𝐵𝑒𝑒𝑒𝑒 𝑖𝑖𝑖𝑖 + 1 2 � � 𝜅𝜅 𝑘𝑘𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 3 𝑘𝑘=1 + � 𝜙𝜙 1𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 ln𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 + � 𝜙𝜙 2𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 𝐿𝐿𝐵𝐵𝑒𝑒𝑒𝑒 𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 + � 𝜙𝜙 3𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 ln𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑘𝑘=1 + � 𝜙𝜙 4𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑘𝑘=1 + 𝜀𝜀 𝑖𝑖𝑖𝑖 , (7) 
where 𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 stands for total revenue of bank i in year t, 𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 represents total assets and 𝐿𝐿𝐵𝐵𝑒𝑒𝑒𝑒 𝑖𝑖𝑖𝑖 ratio of loans on total assets. The last two variables take into account the differences in size and business model, akin to De Bandt and Davis (2000), [START_REF] Bikker | Competition, concentration and their relationship: an empirical analysis of the banking industry[END_REF], [START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF]. Thus, the H-statistic is equal to

𝐻𝐻 𝑖𝑖𝑖𝑖 = � 𝜕𝜕𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 𝜕𝜕𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 × 𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 = � 𝜆𝜆 𝑗𝑗 3 𝑘𝑘=1 + � � 𝜅𝜅 𝑘𝑘𝑘𝑘 ln𝑤𝑤 𝑘𝑘,𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 3 𝑘𝑘=1 + � 𝜙𝜙 1𝑘𝑘 ln𝑇𝑇𝑇𝑇 𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 + � 𝜙𝜙 2𝑘𝑘 𝐿𝐿𝐵𝐵𝑒𝑒𝑒𝑒 𝑖𝑖𝑖𝑖 3 𝑘𝑘=1 + � 𝜙𝜙 3𝑘𝑘 ln𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑘𝑘=1 + � 𝜙𝜙 4𝑘𝑘 𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑔𝑝𝑝 𝑖𝑖 3 𝑘𝑘=1 . ( 8 
)
Related to works of [START_REF] Carbó | Cross-country comparisons of competition and pricing power in European banking[END_REF], [START_REF] Lapteacru | Impact of competition on bank efficiency: the case of Eastern and Central Europe[END_REF] and [START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF], our method allows the determination of individual H-statistics and thus the implementation of a homogeneous approach for all three competition measures.

Convergence measures and tests

We now present the methodology used to determine the convergence levels and to test the equality between them in order to uncover convergence groups of countries.

Estimation of convergence levels and within-country convergence tests

In order to estimate the convergence levels of bank competitive measures, 𝐵𝐵𝐶𝐶 (𝐿𝐿, 𝐵𝐵𝐵𝐵𝐵𝐵𝑒𝑒𝑒𝑒 and 𝐻𝐻), we apply a dynamic equation based on an autoregressive process according to which the convergence level is obtained for 𝐸𝐸(𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖 ) = 𝐸𝐸(𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖-𝑘𝑘 ) (∀𝑘𝑘 = 1, … , 𝑝𝑝). To test the convergence of bank competitiveness within each country and to find the convergence level, we thus regress the following equation using a panel data model with fixed individual and time effects:

𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖 = 𝑒𝑒 0 + 𝛼𝛼 𝑖𝑖 + 𝜇𝜇 𝑖𝑖 + � 𝑒𝑒 𝑘𝑘 𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖-𝑘𝑘 𝑝𝑝 𝑘𝑘=1 + 𝑢𝑢 𝑖𝑖𝑖𝑖 . ( 9 
)
Obtained when the expected value of bank competitiveness does not change over time, the convergence level is calculated as follows:

𝐶𝐶𝐿𝐿 = 𝑒𝑒 0 1 -∑ 𝑒𝑒 𝑘𝑘 𝑝𝑝 𝑘𝑘=1 . ( 10 
)
The 𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖 is converging if the 𝑝𝑝 solutions with respect to 𝜆𝜆 of the homogeneous equation

𝜆𝜆 𝑝𝑝 -� 𝜆𝜆 𝑝𝑝-𝑘𝑘 𝑒𝑒 𝑘𝑘 𝑝𝑝 𝑘𝑘=1 = 0 (11) are �𝜆𝜆 ̂𝑖𝑖� < 1 for any 𝑖𝑖 = 1, . . . , 𝑝𝑝.
This statistical convergence meaning is completed with other two concepts of convergence: β-convergence and σ-convergence [START_REF] Barro | Convergence across states and regions[END_REF]. The former means that banks with less competitiveness experience faster increase in their competitive behaviour. Some limits of this test have been, nevertheless, evoked by [START_REF] Quah | Empirics for economic growth and convergence[END_REF]. First, the banks with low previous level of competition could overpass the banks with high previous level and the evolution of bank competition become divergent. Second, taking into account that the reduction in dispersion implies convergence, the β-convergence test provides no information on the dispersion of bank competition measure.

In the banking literature, the β-convergence test has been performed for the convergence of bank efficiency [START_REF] Weill | Convergence in banking efficiency across European countries[END_REF] and competition [START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF] across European countries. Unlike to these studies, we check the convergence of bank competition within each country applying the following equation:

𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖 -𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖-1 = 𝛽𝛽 0 + 𝛼𝛼 𝑖𝑖 + 𝜇𝜇 𝑖𝑖 + 𝛽𝛽 1 𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖-1 + 𝜀𝜀 𝑖𝑖𝑖𝑖 .
(12) There is β-convergence if 𝛽𝛽 1 < 0. Moreover, higher is its absolute value, faster pervious 𝐵𝐵𝐶𝐶 values approach to current values. However, the value of 𝛽𝛽 1 cannot really allow to test the convergence because, for high absolute values, previous levels of 𝐵𝐵𝐶𝐶 could overpass the current ones and the process become divergent.

Contrary to the β-convergence test, σ-convergence test aims to investigate the evolution of the dispersion. There is then convergence if the dispersion diminishes over time and we thus overcome the divergent effect of the previous test. The σ-convergence test measures how quickly each bank's competition measure converges to countries' average level for each year and the estimation is made with the following equation:

𝐷𝐷𝑒𝑒𝐷𝐷 𝑖𝑖𝑖𝑖 = 𝜎𝜎 0 + 𝛼𝛼 𝑖𝑖 + 𝜎𝜎 1 𝑎𝑎𝑖𝑖𝑚𝑚𝑒𝑒 𝑖𝑖 + 𝜀𝜀 𝑖𝑖𝑖𝑖 , ( 13 
) where 𝐷𝐷𝑒𝑒𝐷𝐷 𝑖𝑖𝑖𝑖 denotes the deviation of the bank competition 𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖 from its across-banks average level in year t, 𝐵𝐵𝐶𝐶 ���� 𝑖𝑖 , that is, 𝐷𝐷𝑒𝑒𝐷𝐷 𝑖𝑖𝑖𝑖 = |𝐵𝐵𝐶𝐶 𝑖𝑖𝑖𝑖 -𝐵𝐵𝐶𝐶 ���� 𝑖𝑖 |. There is σ-convergence if the coefficient 𝜎𝜎 1 is negative and its absolute value indicates the speed of convergence.

Across-countries tests of convergence

The most important contributions of our paper are the determination of convergence levels of bank competition measures and the establishment of groups of countries with same levels. The Wald test of equality between competition levels of k different countries will allow to bring together the countries for which it cannot reject the null hypothesis 𝐶𝐶𝐿𝐿 1 = 𝐶𝐶𝐿𝐿 2 = ⋯ = 𝐶𝐶𝐿𝐿 𝑘𝑘 . The Wald statistic for nonlinear restriction is (Greene, 2012, p. 172

): 𝑊𝑊 = (𝐜𝐜̂-𝐪𝐪) ′ {Var(𝐜𝐜)} -1 (𝐜𝐜̂-𝐪𝐪), ( 14 
)
where 𝐜𝐜̂-𝐪𝐪 is the vector of 𝑘𝑘 -1 differences between a reference convergence level and other levels and Var(𝐜𝐜) = 𝐆𝐆 � Var�𝛃𝛃 � �𝐆𝐆 � ′ . Other formulas are: 𝐆𝐆 � = ∂𝐜𝐜�𝛃𝛃 � � ∂𝛃𝛃 � ′ ⁄ , where 𝐜𝐜�𝛃𝛃 � � is the vector of tested convergence levels that are computed with equation ( 10) and 𝛃𝛃 � is the vector of estimated coefficients of equation ( 9) that appear in equation ( 10). Var�𝛃𝛃 � � is the variance-covariance matrix of regressions of equation ( 9) for convergence levels that are subject of the Wald test. Finally, the Wald statistic W has a chi-squared distribution with degrees of freedom equal to the number of restrictions, that is 𝑘𝑘 -1.

Data and results

In this section, we firstly present our data and describe our variables. We then provide our main findings for CEE banks' competitiveness, their convergence levels and our results about groups of countries with same bank competitive environment.

Data and variables

Our sample of countries consists of 322 banks from ten CEE economies, including Bulgaria, the Czech Republic, Hungary, Estonia, Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia. Accounting data for individual banks are extracted on an annual basis from Bankscope Fitch IBCA in millions of USD. Macroeconomic variables, as real GDP, real GDP growth and consumption price index, are obtained from DataStream for all transition countries. The sample period is from 1995 to 2013 and includes crisis events from nineties and from 2008.

For the 322 banks, 3,494 observations were collected for a 19-year period. Table 1 displays some descriptive statistics for the bank sample, which consists of banks of all sizes and covers almost entirely the CEE banking markets. Bank loans and other earning assets account for a substantial share of total outputs and were therefore considered separately in our regression equations.

All the regressions, with the exception of those for Estonia, are performed by considering the auto-correlation and the heteroscedasticity of the error term. The auto-correlation test for Estonian banks cannot reject the hypothesis of the absence of auto-correlation and therefore only the heteroscedasticity is corrected. All the regressions are also made with individual and time fixed effects. For equation ( 13), the time fixed effects are not included. 

Evolution of bank competition

We investigate the evolution of bank competition measured with the Lerner index, the Boone indicator and with the H-statistic for CEE banks between 1995 and 2013 and examine the difference in competitive behaviour between domestic and foreign banks. The mean values for each country and each year are displayed in Table 2 and they unveil some important observations. First, the mean values of our three bank competition measures range globally within theoretical limits. The Lerner index is around 0.25 and the H-statistic around 0.65, with important deviations depending on years and countries. Therefore, the CEE banks have some market power, which corresponds to works of [START_REF] Lapteacru | Impact of competition on bank efficiency: the case of Eastern and Central Europe[END_REF], [START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF] and [START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF] on CEE banks and corroborate also the findings of Fernández de Guevara et al. ( 2007) and [START_REF] Carbó | Cross-country comparisons of competition and pricing power in European banking[END_REF] on EU banks.

Second, as suggested and proved by [START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF] on the experience of CEE banks, the market power, measured by the Lerner index, and the competitive behaviour, expressed by the H-statistic, are conceptually very different. The former measures the capability of banks to set a price higher than their marginal cost and the latter assesses the adjustment of bank revenues on the evolution of input prices. As such, more competitive banks do not always have less market power, because of the revenue and production reactions of banks to total costs. More precisely, if the elasticities of revenue and of earning assets with respect to costs evolve in the same direction, then the Lerner index and the H-statistic provide the same information about the competitiveness of banks. Our results are in the same vein as those of [START_REF] Weill | Bank competition in the EU: How has it evolved?[END_REF] and [START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF] and suggest that more competitive banks do not always have less market power. The Lerner index is, for example, very sensitive to crisis events, when the price of bank product and services is set very close to marginal cost and sometimes it is even lower than the latter. Except for Poland and Slovenia, the banks of all other CEE countries have either negative or very close to zero Lerner indices during the crises of nineties and of 2008. On the other hand, except for Lithuania, the H-statistic does not show any important changing during the crisis events and, except for Slovakia, this is also the case of the Boone indicator.

Overall, with the exception of crisis periods when market power of banks decreases a lot, the evolution of the Lerner index of each country shows no discernible trend. As for an overall analysis, the market power of CEE banks lowers until 2005 and becomes stronger after ('All counties' side of table 2). This result does not corroborate the evolution of the Boone indicator and of the H-statistic. The bank competition slightly increases with the Boone indicator and it slightly decreases with the H-statistic. However, when we make an examination across CEE countries, we observe different patterns. In Bulgaria, the Czech Republic and Slovakia the market power of banks increases and competitive behaviour lowers with the H-statistic and accentuates with the Boone indicator. The same patterns of the Boone indicator and of the H-statistic but with a decrease in banks' market power are observed in Hungary and Romania. Lithuania is the only country where the Boone indicator and the Hstatistic suggest simultaneously the reduction of bank competition, and Poland is the only country where no measure unveils a trend.

Third, foreign banks have, on average, different competitive behaviour than their domestic counterparts and ownership matters for all bank competition measures ('All countries' side of table 2). In normal periods, foreign banks have lower market power and they resist better to crises, setting higher prices than marginal cost, particularly after 2008. The evolution of the Boone indicator registers a reversal of trend in 2005; after this year, foreign banks become more competitive than their domestic counterparts. And the H-statistic shows higher competition for foreign banking institutions over all period. Since all three measures consider different meanings of competition, we cannot conclude on contradictory results. As showed by [START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF], the relationship between the Lerner index and the Hstatistic depends on the evolution of banks' revenue and production reactions to costs. He shows that in many CEE countries banks that are more competitive could have more market power, and vice versa. As for the Boone indicator, the increase in absolute value of 𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 cannot be explained by the same reactions of banks. Lower marginal cost leads to continuous raise of a bank's market share not only due to increase in bank competition, as suggested by [START_REF] Boone | A new way to measure competition[END_REF], but also due to a continuous consolidation process of CEE banking markets.

After the financial crisis of nineties, huge financial restructuring programs were implemented with liquidation of many small insolvent banks, privatization of public banks to foreign institutions that were already, in most, on these markets [START_REF] Bonin | Banking in Transition Countries[END_REF], and this concentration process has continued in 2000s with the merger of parent banks of CEE foreign institutions. Perhaps, this is precisely why after 2005 foreign banks gained more market share than their domestic counterparts did, being, at the same time, more efficient [START_REF] Bonin | Bank performance, efficiency and ownership in transition countries[END_REF][START_REF] Fries | Cost efficiency of bank in transition: Evidence from 289 banks and 15 post-communist countries[END_REF][START_REF] Havrylchyk | Efficiency of the Polish banking industry: Foreign versus domestic banks[END_REF][START_REF] Zajc | A comparative study of bank efficiency in central and eastern Europe: The role of foreign ownership[END_REF]. Finally, a thorough country-by-country analysis shows that during the crises of nineties the foreign banks do not do better in terms of price setting with respect to marginal cost. In Bulgaria, the Czech Republic, Latvia and Poland, they have lower market power than the domestic banks. Such difference is observed also in normal periods in Baltic countries, Slovakia and Slovenia, and only for some years in other CEE countries. In contrast, with the exception of Latvia, the foreign banks of all countries resist better during the recent financial crisis and have higher difference between the price of their products and their marginal cost. This is consistent with better performance found for foreign banks in CEE countries, which has improved during the 2000s because of better knowledge of these markets. Early Greenfield installations [START_REF] Majnoni | The Dynamics of Foreign Bank Ownership: Evidence from Hungary[END_REF][START_REF] Bonin | Banking in Transition Countries[END_REF], with more products and services and lower interest rates and prices [START_REF] De Haas | Foreign banks and credit stability in Central and Eastern Europe. A panel data analysis[END_REF][START_REF] Claeys | Modes of Foreign Bank Entry and Effects on Lending Rates: Theory and Evidence[END_REF], were changed into acquisitions of domestic entities, in order to alleviate the asymmetry of information [START_REF] Van Tassel | Asymmetric information and the mode of entry in foreign credit markets[END_REF] 3 . Moreover, during the same period, foreign banks acquired through the privatization the formerly state-owned banks. And, besides their better performance, they gained more market shares. Their Boone indicator is in absolute value higher than that of domestic banks in Bulgaria after 2002, in Estonia and in Latvia over all period sample, and in Poland after 2001. The effect of an increasing competition is well revealed by the evolution of the H-statistic. In all countries, the revenue of foreign banks is more adjusted to changing on input prices either after a certain year, which could correspond to a huge increase in their market share, or over all period sample, as in Hungary, Lithuania and Romania.

To summarize, there is a difference in market power and competitive behaviour between foreign and domestic CEE banks. The former have lower market power and higher elasticity of their revenue to input prices. The Boone indicator also shows that foreign banks are more competitive, but after a certain year. We will now study whether there is a convergence of these three measures of bank competition and whether the convergence levels are similar across banks with different ownership profile and across countries.

Findings of convergence levels

The convergence levels are estimated with equation (10) after the regression of fixed effects panel model (9). As previously, when appropriate, the regressions are performed by considering the auto-correlation and the heteroscedasticity of the error term. The bank competition measures converge if and only if the solutions of equation ( 11) are �𝜆𝜆 ̂𝑖𝑖� < 1. For all countries, the market power of foreign and domestic banks converges, but its convergence levels (CL) are different, including across CEE countries (see Table 3).

Although their values are at levels obtained with year-by-year and country-by-country computations (see Table 2), the market power of foreign banks converges to higher levels than those of domestic institutions for all countries, with the exception of Latvia and Romania. This result is explained by a higher impact of previous levels of the Lerner index on its current value for foreign banks. More precisely, for 'all countries' the coefficient of 𝐿𝐿 𝑖𝑖-1 is 0.550 for foreign banks and 0.246 for domestic entities. Higher values for the former are observed for almost all countries with similar levels of intercept (Const.). Same explanations are considered for the Boone indicator (see Table 4), which, for 'all countries' regression, convergences to same levels for foreign and domestic banks around of -0.68. This is consistent with previous year-by-year findings (see Tabe2), which divide period sample in two equal sides: before 2005 when domestic banks are more competitive and after 2005 when foreign institutions are. In absolute value, it is higher for foreign banks in Bulgaria, Estonia, Latvia and Romania. Although the year-by-year estimations do never show this for Romanian banks (see Table 2), the increase rate is nevertheless higher for foreign institutions, which leads to higher convergence level.

The results for 'all countries' show slightly higher elasticity of foreign banks' revenue to input prices (see Table 5), which is also consistent with year-by-year results that show higher H-statistic for foreign institutions over all period sample. The convergence levels vary from one country to another, with higher values for foreign banks in Estonia, Lithuania, Poland, Slovakia and Slovenia.

Overall, although convergence levels are different for foreign and domestic banks but also across countries, general trend is that foreign institutions have slightly higher market power and, at the same time, express slightly more competitive behaviour. The difference is so small that it could be explained by the statistical error. Nevertheless, the foreign banks in CEE countries can have a higher market power because their innovative products, more investment opportunities that they offer, their relative advantages in terms of risk management and the reputation of their parents can allow them to set higher price with respect to their marginal cost on a conquered banking market. At the same time, the increase in their cost is associated with much more rise in their assets than in their revenues, which, according to [START_REF] Lapteacru | Do more competitive banks have less market power? The evidence from Central and Eastern Europe[END_REF], explains the divergence between the Lerner index and the Hstatistic.

Our objective is also to test the across-countries convergence. The latter is made with the nonlinear Wald statistic (eq. 14), which tests the null hypothesis of equality between previously estimated convergence levels. For the Lerner index, it cannot reject this hypothesis for domestic banks of all countries (see Table 6). All CEE domestic banks have therefore a market power that converges at a level ranging between 0.11 and 0.27, which could be the level found previously for all countries with equations ( 9) and (10), that is 0.205 (see Table 3). The across-countries convergence test reveals two groups of countries for foreign banks: the foreign institutions of Bulgaria and the Czech Republic have a market power that converges to a same level spreading between 0.30 and 0.39, and those of other countries to a same level ranging between 0.18 and 0.30.

For other two measures, we observe different convergence levels across countries. In other words, there is an across-countries divergence for both foreign and domestic banks. More precisely, only the foreign banks of Bulgaria, Hungary, Latvia and Poland have a Boone indicator that converges to the same level and those of Lithuania and Slovenia to another level. The convergence levels for other countries are very different and the test rejects the hypothesis of equality between them. The Boone indicator of domestic banks is less dispersed, which allows the establishment of two large groups of countries: the Czech Republic, Estonia, Lithuania and Slovakia on the one hand, and Bulgaria, Hungary, Latvia, Poland and Romania on the other. The test for the H-statistic provides so many divergent groups for both foreign and domestic banks, the former being however more dispersed.

We can conclude that, despite the bank regulatory integration and the presence of the same major foreign banks, there is no general movement toward convergence of competitive behaviour of CEE banks, neither for foreign nor for domestic institutions. The latter have a homogeneous behaviour concerning the setting of prices and interest rates with respect to marginal cost, which is a little less homogeneous for foreign banks. Even if we observed an overall divergence in convergence levels of the Boone indicator and H-statistic, it is more marked for foreign banks: same foreign banks but different strategies and price policies, concerning the gain of market shares and the revenue reaction to input prices. Their behaviour still depends heavily on local specific regulatory environment, practices and businesses.

Findings of β-convergence and σ-convergence tests

The last convergence test aims to uncover the way in which the convergence is happened for each country and for both types of ownership, and they are made with the regression of equations ( 12) and ( 14). Our results, displayed in Table 7, provide evidence about βconvergence and σ-convergence in bank competition with an overall examination ('All countries' side of Table 7). Indeed, the coefficients 𝛽𝛽 1 and 𝜎𝜎 1 are, with the exception of domestic banks for the Lerner index, statistically significant for all bank competition measures and both types of ownership. Moreover, the Lerner index and the Boone indicator of foreign banks converge more rapidly than those of domestic institutions, and there is no difference for the H-statistic.

However, a country-by-country analysis provides support for faster convergence for the all competition measures of foreign banks only in Latvia, Poland and Slovenia. Hungary and Lithuania are the only countries where the convergence in competition among domestic institutions is faster with all three measures. For other countries, some competition measures converge more rapidly for foreign banks and others for domestic institutions. Consequently, even if there is a β-convergence for all countries and both ownership types, the speed of convergence diverges.

The σ-convergence test does not provide the same pattern. Even if the results bring to light the convergence of type σ of all bank competition measures of CEE banks in overall analysis, for many countries the dispersion, especially of the Lerner index, does not diminish over time and for some of them it even increases. In the latter case, as in Estonia and Lithuania, the deviation of the yearly competition measures from their yearly across-banks average rises. Since the convergence is already proved and found above (see Tables 345), this signifies that the yearly across-banks average values diverge themselves from the convergence levels estimated with equations ( 9) and (10).

Based on these two tests, we provide support for the β-convergence in bank competition for all countries and both types of ownership. The banks with less competitiveness (less market power) in previous year have known a faster increase in their competitive behaviour (in their market power). And generally the competition measures converge more rapidly for foreign banks. Another result concerns the σ-convergence. Even if, for some countries, the test rejects this type of convergence, there is σ-convergence for all competition measures of foreign banks and only for the Boone indicator and H-statistic of domestic institutions when we examine all countries together.

Conclusion

Even if the CEE countries followed different ways to join the European Union, all of them adopted the same liberalizing banking reforms with the view to join the European banking market. Therefore, we can wonder whether all these efforts led to the convergence of competitive behaviour of CEE banks, because only within an integrated banking market banks should price identically their products and services. Thus, we have examined the within-country convergence of bank competition, that is, the within-country banking integration, and the across-countries convergence, that is, the CEE banking integration. This issue is especially important for CEE economies where the presence of foreign banks increased continuously, reaching for some countries more than 90% of their banking market. As members of same large European banking groups, these institutions are supposed to increase the bank competition and, at the same time, to enhance the convergence of competitive behaviour of CEE banks. To determine the difference in bank competitiveness and its convergence between foreign and domestic banks, we have firstly estimated the three most used bank competition measures in banking literature, which are the Lerner index, the Boone indicator and the H-statistic. We have then applied innovative convergence tests.

We find that the Lerner index, the Boone indicator and the H-statistic show different trends, which are observed for both foreign and domestic banks. This does not mean contradictory results, because these measures are conceptually very different and each of them provides specific information about the competitiveness of banks. There is however some difference between foreign and domestic institutions. The former have lower market power until the recent financial crisis to which they resist better. They also have an enhanced competitive behaviour after 2004 with the Boone indicator and over all period with the Hstatistic. One has to mention that these results are very different across CEE countries.

Consequently, even though all competition measures converge for all countries and for both types of ownership, the convergence levels are different. Therefore, only the market power of CEE domestic banks converges to the same level. The lack of convergence across CEE countries of the Boone indicator and of the H-statistic is confirmed for both foreign and domestic banks. However, the foreign institutions show for all three measures more dispersed convergence groups. Despite the efforts for banking market integration and the presence of the same major foreign banks, there is no general movement toward convergence of competitive behaviour of CEE banks, neither for foreign nor for domestic institutions.

Finally, β-convergence test supports the view that banks with less competitiveness (less market power) in previous year have known a faster increase in their competitive behaviour (in their market power) and that the competition measures converge more rapidly for foreign banks. Despite the rejection by many countries of the σ-convergence test, the overall test confirms the reduction of the deviation of competition measures from their yearly acrossbanks average value, with different speeds for foreign and domestic banks. Consequently, bank ownership matters in the convergence of bank competition. Foreign banks have not only an enhanced competitive behaviour but also more dispersed convergence levels. Further research is however needed in order to determine the specific role of foreign banks in the integration of CEE banking markets from the point of view of banks' competitive behaviour. It could focus, in more details, on the impact of foreign ownership on the convergence process: an accelerating effect or, on the contrary, a slowing effect.

  

Table 1 .

 1 Descriptive statistics on used variables, 1995Descriptive statistics on used variables, -2013. . 

		Nr. of	Total	Total	Non-fin.	Bank	Other earn.	Pr. of borr.	Pr. of	Pr. of	Total	Loan on	Real	GDP
		obs.	costs	revenues	loans	loans	assets	funds	labour	other inp.	assets	assets	GDP	growth
	Bulgaria	365	454	525	845	392	476	0.044	0.020	0.032		0.54	27,257	2.62
	Czech Rep.	373	275	386	2,957	1,253	1,359	0.044	0.008	0.019		0.46	123,572	2.59
	Hungary	414	288	351	1,785	450	674	0.066	0.017	0.030		0.53	99,883	1.93
	Estonia	118	101	152	1,888	204	170	0.027	0.019	0.022		0.57	12,270	4.91
	Latvia	341	35	48	474	142	97	0.024	0.017	0.026	764	0.45	13,845	4.50
	Lithuania	174	62	79	944	132	167	0.032	0.022	0.022		0.58	65,614	4.41
	Poland	687	310	410	2,584	468	1,087	0.061	0.017	0.021		0.54	301,662	4.28
	Romania	409	593	773	2,130	515	421	0.082	0.028	0.034		0.51	97,359	2.37
	Slovakia	304	159	203	1,487	380	482	0.044	0.010	0.022		0.51	61,047	4.29
	Slovenia	303	125	158	1,475	245	492	0.038	0.014	0.014		0.61	26,985	3.28
	Average	3,494	240	309	1,657	418	543	0.046	0.017	0.024		0.53	82949	3.52

Notes: This table displays descriptive statistics for the variables used in our estimations. The financial results, outputs and real GDP are in constant millions of USD. Output and input prices are unitless and real GDP growth rate is expressed as a percentage. The number of observations is 3,494.

Table 2 .

 2 Estimations of bank competition.

		1995	1996	1997 1998	1999 2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013
	Bulgaria																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	-	0.417 0.659 -0.109 0.155 0.192 0.147 0.197 0.285 0.328 0.364 0.356 0.319 0.312 0.314 0.332 0.252 0.241 0.289
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.161 0.340 0.472 0.173 0.323 0.289 0.267 0.241 0.234 0.261 0.216 0.188 0.298 0.118 0.271 0.156 0.096 0.008 0.026
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.161 0.351 0.513 0.094 0.261 0.252 0.201 0.216 0.265 0.301 0.311 0.297 0.313 0.247 0.300 0.270 0.190 0.148 0.172
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-	-0.078 -0.329 -0.483 -0.463 -0.442 -0.510 -0.589 -0.629 -0.688 -0.742 -0.780 -0.814 -0.792 -0.665 -0.742 -0.743 -0.732 -0.795
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.087 0.203 -0.194 -0.469 -0.452 -0.495 -0.520 -0.565 -0.605 -0.635 -0.649 -0.683 -0.787 -0.708 -0.604 -0.697 -0.722 -0.705 -0.748
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.087 0.163 -0.223 -0.473 -0.456 -0.475 -0.515 -0.578 -0.620 -0.666 -0.709 -0.747 -0.805 -0.764 -0.645 -0.726 -0.735 -0.721 -0.774
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	-	0.609 0.582 0.598 0.567 0.582 0.554 0.535 0.519 0.505 0.476 0.460 0.445 0.417 0.333 0.391 0.394 0.376 0.382
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.777 0.688 0.641 0.624 0.580 0.571 0.537 0.534 0.523 0.511 0.471 0.445 0.438 0.396 0.316 0.376 0.385 0.373 0.369
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.777 0.676 0.629 0.617 0.575 0.575 0.546 0.535 0.521 0.508 0.474 0.455 0.443 0.410 0.327 0.386 0.390 0.375 0.376
	Czech Rep.																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	0.283 0.279 0.262 -0.250 0.234 0.231 0.247 0.300	0322	0.318 0.365 0.391 0.404 0.452 0.464 0.482 0.201 0.221 0.295
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.173 0.044 0.091 -0.043 0.066 -0.303 0.296 0.309 0.350 0.261 0.399 0.369 0.454 0.395 0.420 0.429 0.394 0.424 0.430
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.224 0.151 0.185 -0.124 0.169 0.022 0.263 0.302 0.328 0.304 0.374 0.385 0.414 0.438 0.453 0.465 0.258 0.277 0.335
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-0.114 -0.195 -0.291 -0.335 -0.260 -0.190 -0.221 -0.223 -0.189 -0.186 -0.186 -0.204 -0.278 -0.334 -0.419 -0.308 -0.348 -0.390 -0.364
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.181 -0.271 -0.358 -0.334 -0.270 -0.198 -0.232 -0.179 -0.200 -0.227 -0.198 -0.249 -0.279 -0.341 -0.440 -0.329 -0.359 -0.369 -0.322
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.151 -0.237 -0.320 -0.328 -0.260 -0.193 -0.225 -0.212 -0.192 -0.195 -0.189 -0.215 -0.278 -0.336 -0.424 -0.315 -0.351 -0.384 -0.351
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	0.845 0.806 0.725 0.794 0.836 0.840 0.816 0.787 0.782 0.781 0.801 0.768 0.724 0.637 0.545 0.627 0.603 0.557 0.572
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.903 0.903 0.847 0.829 0.812 0.893 0.823 0.751 0.713 0.686 0.663 0.659 0.613 0.591 0.494 0.551 0.559 0.570 0.562
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.878 0.859 0.802 0.827 0.831 0.861 0.818 0.778 0.768 0.758 0.765 0.739 0.701 0.625 0.532 0.603 0.590 0.560 0.569
	Hungary																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	0.293 0.266 0.202 0.151 0.139 0.169 0.227 0.215 0.215 0.226 0.234 0.175 0.054 0.108 0.192 0.272 0.272 0.197 0.233
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.170 0.175 0.085 -0.213 0.176 0.223 0.241 -0.102 0.142 0.346 0.331 0.307 0.253 0.175 0.254 0.022 -0.003 0.049 0.047
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.238 0.230 0.165 0.030 0.149 0.182 0.232 0.146 0.201 0.247 0.254 0.201 0.102 0.120 0.207 0.184 0.167 0.141 0.159
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-0.086 -0.109 -0.120 -0.138 -0.195 -0.247 -0.300 -0.340 -0.405 -0.434 -0.506 -0.548 -0.579 -0.585 -0.580 -0.542 -0.571 -0.568 -0.566
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.050 -0.076 -0.085 -0.108 -0.184 -0.246 -0.324 -0.360 -0.409 -0.475 -0.526 -0.563 -0.594 -0.608 -0.609 -0.534 -0.548 -0.545 -0.552
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.070 -0.096 -0.109 -0.128 -0.192 -0.246 -0.308 -0.344 -0.406 -0.441 -0.510 -0.551 -0.582 -0.590 -0.587 -0.539 -0.562 -0.559 -0.560
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	0.875 0.860 0.853 0.842 0.828 0.812 0.790 0.774 0.730 0.717 0.693 0.667 0.668 0.645 0.666 0.658 0.636 0.650 0.639
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.832 0.839 0.848 0.843 0.815 0.785 0.765 0.753 0.749 0.695 0.700 0.679 0.678 0.612 0.639 0.695 0.697 0.694 0.667
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.856 0.851 0.851 0.842 0.825 0.806 0.782 0.769 0.734 0.713 0.695 0.669 0.670 0.639 0.659 0.671 0.659 0.667 0.650

Table 2 .

 2 Estimations of bank competition (cont.) 

		1995	1996	1997 1998	1999 2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013
	Estonia																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	-	-	-	-	0.235 0.160 0.176 0.156 0.237 0.267 0.264 0.279 0.261 0.223 0.115 0.190 0.129 0.169 0.238
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.122 0.127 0.157 -0.112 0.000 0.166 0.212 0.207 0.181 0.249 0.254 0.414 0.626 0.543 -1.002 0.321 0.291 0.359 0.447
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.122 0.127 0.157 -0.112 0.059 0.163 0.197 0.182 0.209 0.258 0.259 0.356	0322	0.287 -0.108 0.234 0.175 0.223 0.298
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-	-	-	-	-0.626 -0.614 -0.586 -0.566 -0.547 -0.525 -0.501 -0.465 -0.417 -0.398 -0.440 -0.491 -0.465 -0.445 -0.432
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.729 -0.711 -0.687 -0.637 -0.614 -0.614 -0.586 -0.567 -0.544 -0.516 -0.491 -0.451 -0.436 -0.443 -0.426 -0.465 -0.459 -0.429 -0.420
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.729 -0.711 -0.687 -0.637 -0.617 -0.614 -0.586 -0.567 -0.545 -0.520 -0.496 -0.457 -0.420 -0.407 -0.437 -0.482 -0.464 -0.441 -0.428
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	-	-	-	-	0.514 0.431 0.406 0.433 0.522 0.579 0.579 0.406 0.219 0.183 0.482 0.689 0.578 0.725 0.886
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.616 0.626 0.590 0.460 0.450 0.460 0.542 0.620 0.611 0.669 0.614 0.386 0.376 0.489 0.871 0.397 0.386 0.388 0.446
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.616 0.626 0.590 0.460 0.466 0.448 0.488 0.526 0.567 0.624 0.596 0.395 0.245 0.244 0.560 0.592 0.523 0.629 0.760
	Latvia																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	-	0.235 -0.885 -0.026 0.185 0.240 0.185 0.237 0.256 0.240 0.272 0.213 0.158 0.143 0.109 0.043 0.176 0.253 0.338
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.233 0.321 0.352 -0.353 0.127 0.159 0.248 0.240 0.310 0.265 0.356 0.299 0.286 0.245 0.165 0.079 0.300 0.191 0.016
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.233 0.307 0.146 -0.271 0.141 0.178 0.227 0.239 0.294 0.256 0.323 0.263 0.229 0.191 0.137 0.063 0.238 0.218 0.168
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-	-0.378 -0.486 -0.469 -0.468 -0.538 -0.604 -0.662 -0.726 -0.807 -0.873 -0.941 -0.969 -0.791 -0.524 -0.721 -0.832 -0.866 -0.883
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.306 -0.377 -0.507 -0.429 -0.467 -0.542 -0.613 -0.669 -0.731 -0.798 -0.868 -0.930 -0.963 -0.796 -0.529 -0.714 -0.838 -0.864 -0.863
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.306 -0.377 -0.503 -0.439 -0.467 -0.541 -0.610 -0.667 -0.729 -0.801 -0.870 -0.934 -0.966 -0.794 -0.526 -0.717 -0.835 -0.865 -0.872
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	-	0.693 0.650 0.670 0.669 0.655 0.682 0.646 0.584 0.534 0.573 0.591 0.594 0.646 0.656 0.613 0.567 0.526 0.423
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.717 0.626 0.617 0.730 0.682 0.656 0.664 0.607 0.586 0.551 0.560 0.584 0.594 0.598 0.603 0.588 0.521 0.541 0.512
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.717 0.637 0.622 0.715 0.679 0.656 0.670 0.619 0.585 0.545 0.565 0.587 0.594 0.623 0.629 0.599 0.544 0.534 0.470
	Lithuania																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	-	-	-	-	-1.050 -0.025 -0.129 0.042 0.193 0.206 0.225 0.190 0.181 0.184 0.043 0.183 0.227 0.249 0.247
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.144 -0.039 0.026 0.126 0.143 0.118 0.110 0.189 0.190 0.213 0.207 0.243 0.232 0.092 -0.263 -0.041 -0.104 0.177 0.085
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.144 -0.039 0.026 0.126 0.024 0.103 0.030 0.107 0.192 0.209 0.218 0.211 0.201 0.143 -0.096 0.081 0.080 0.222 0.187
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-	-	-	-	-0.642 -0.496 -0.666 -0.475 -0.309 -0.222 -0.127 -0.175 -0.103 -0.239 -0.332 -0.248 -0.156 -0.116 -0.063
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-1.027 -0.881 -0.769 -0.786 -0.805 -0.729 -0.664 -0.600 -0.460 -0.368 -0.297 -0.283 -0.289 -0.443 -0.596 -0.422 -0.350 -0.248 -0.228
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-1.027 -0.881 -0.769 -0.786 -0.788 -0.706 -0.665 -0.531 -0.376 -0.287 -0.195 -0.218 -0.177 -0.329 -0.452 -0.327 -0.242 -0.166 -0.125
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	-	-	-	-	-0.649 0.137 0.619 0.374 0.462 0.428 0.499 0.623 0.668 0.674 0.131 0.632 0.536 0.344 0.168
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.607 0.488 0.422 0.428 0.066 0.343 0.504 0.311 0.404 0.293 0.312 0.369 0.636 0.444 -0.374 0.200 0.059 -0.316 -0.260
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.607 0.488 0.422 0.428 -0.006 0.323 0.543 0.346 0.436 0.368 0.424 0.521 0.655 0.571 -0.099 0.435 0.324 0.097 0.008
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 2 Estimations of bank competition (cont.) 

		1995	1996	1997 1998	1999 2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013
	Poland																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	0.280 0.065 0.180 0.154 0.148 0.165 0.124 0.143 0.154 0.212 0.188 0.264 0.258 0.204 0.254 0.262 0.274 0.258 0.279
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.212 0.203 0.178 0.170 0.167 0.156 0.135 0.164 0.066 0.247 0.114 0.225 0.268 0.053 0.106 0.186 0.214 0.197 0.239
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.229 0.159 0.178 0.163 0.159 0.160 0.128 0.149 0.127 0.223 0.167 0.253 0.260 0.164 0.215 0.241 0.256 0.242 0.264
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-0.753 -0.778 -0.845 -0.828 -0.693 -0.850 -0.742 -0.647 -0.589 -0.680 -0.666 -0.730 -0.832 -0.861 -0.702 -0.724 -0.803 -0.782 -0.699
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.797 -0.811 -0.861 -0.830 -0.769 -0.881 -0.733 -0.614 -0.625 -0.714 -0.697 -0.713 -0.779 -0.852 -0.728 -0.837 -0.881 -0.843 -0.727
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.786 -0.800 -0.856 -0.829 -0.738 -0.866 -0.739 -0.638 -0.600 -0.691 -0.675 -0.725 -0.818 -0.859 -0.709 -0.755 -0.826 -0.798 -0.710
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	0.762 0.709 0.754 0.694 0.712 0.704 0.623 0.644 0.773 0.818 0.754 0.868 0.886 0.821 0.722 0.797 0.795 0.740 0.744
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.805 0.788 0.800 0.750 0.744 0.703 0.632 0.654 0.742 0.775 0.720 0.861 0.890 0.799 0.724 0.763 0.771 0.736 0.739
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.794 0.763 0.784 0.726 0.731 0.704 0.626 0.647 0.764 0.804 0.744 0.866 0.887 0.815 0.723 0.787 0.788 0.736 0.742
	Romania																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	-	-	0.265 0.233 0.188 0.201 0.187 0.229 0.207 0.213 0.208 0.211 0.234 0.200 0.186 0.269 0.208 0.137 0.186
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.393 0.328 0.226 0.203 0.213 0.177 0.240 0.216 0.257 0.259 0.216 0.294 0.272 0.169 0.161 -0.466 -0.343 -0.061 0.177
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.393 0.328 0.241 0.218 0.198 0.192 0.202 0.225 0.218 0.223 0.210 0.225 0.240 0.196 0.182 0.133 0.102 0.096 0.184
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-	-	-0.429 -0.396 -0.430 -0.480 -0.579 -0.608 -0.660 -0.770 -0.764 -0.887 -0.930 -1.050 -0.791 -0.780 -0.868 -0.826 -0.828
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.638 -0.662 -0.505 -0.433 -0.504 -0.565 -0.630 -0.655 -0.691 -0.829 -0.772 -0.891 -0.942 -1.063 -0.810 -0.816 -0.875 -0.845 -0.836
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.638 -0.662 -0.476 -0.414 -0.461 -0.510 -0.593 -0.623 -0.668 -0.783 -0.766 -0.888 -0.932 -1.052 -0.794 -0.787 -0.869 -0.830 -0.830
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	-	-	0.954 0.826 0.879 0.842 0.852 0.853 0.820 0.789 0.755 0.725 0.685 0.662 0.647 0.706 0.702 0.691 0.692
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.712 0.722 0.770 0.797 0.824 0.854 0.813 0.800 0.744 0.756 0.699 0.797 0.757 0.647 0.578 0.657 0.652 0.621 0.608
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.712 0.722 0.839 0.811 0.856 0.847 0.841 0.837 0.802 0.782 0.743 0.737 0.698 0.660 0.636 0.697 0.692 0.676 0.674
	Slovakia																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	-0.039 0.170 0.220 0.220 0.211 0.288 0.200 0.129 0.140 0.198 0.205 0.229 0.217 0.214 0.197 0.296 0.237 0.228 0.277
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.161 0.087 0.017 -0.033 -0.011 0.128 0.099 0.254 0.359 0.402 0.205 0.466 0.398 0.463 0.323 0.120 0.339 0.404 0.265
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.116 0.103 0.064 0.051 0.055 0.178 0.135 0.170 0.204 0.229 0.205 0.271 0.239 0.243 0.213 0.271 0.252 0.253 0.275
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-0.090 -0.078 -0.043 -0.053 0.019 -0.056 -0.057 -0.127 -0.172 -0.226 -0.303 -0.340 -0.411 -0.356 -0.229 -0.398 -0.379 -0.381 -0.399
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.049 -0.041 0.027 0.006 0.037 -0.007 -0.087 -0.137 -0.234 -0.260 -0.326 -0.386 -0.489 -0.436 -0.264 -0.403 -0.438 -0.411 -0.453
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.058 -0.048 0.011 -0.013 0.031 -0.022 -0.077 -0.133 -0.190 -0.231 -0.306 -0.348 -0.420 -0.366 -0.233 -0.399 -0.387 -0.385 -0.407
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	1.097 0.822 0.549 0.505 0.437 0.538 0.623 0.518 0.581 0.539 0.644 0.595 0.598 0.407 0.238 0.541 0.466 0.426 0.443
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.775 0.655 0.469 0.429 0.176 0.261 0.455 0.448 0.608 0.505 0.690 0.613 0.568 0.419 0.191 0.658 0.676 0.446 0.884
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.846 0.688 0.488 0.454 0.253 0.348 0.514 0.498 0.590 0.541 0.651 0.598 0.594 0.408 0.233 0.558 0.496 0.429 0.511

Table 2 .

 2 Estimations of bank competition (cont.) 

		1995	1996	1997 1998	1999 2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013
	Slovenia																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	0.258 0.369 0.399 0.336 0.259 0.338 0.223 0.268 0.270 0.288 0.035 0.184 0.196 0.200 0.259 0.300 0.288 0.284 0.271
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.360 0.384 0.366 0.375 0.407 0.397 0.361 0.331 0.332 0.358 0.318 0.324 0.321 0.216 0.300 0.333 0.266 0.224 0.182
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.343 0.382 0.370 0.368 0.382 0.387 0.335 0.313 0.311 0.335 0.212 0.272 0.277 0.211 0.285 0.321 0.274 0.247 0.216
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-0.143 -0.176 -0.201 -0.270 -0.245 -0.224 -0.232 -0.196 -0.162 -0.093 0.050 0.025 0.008 -0.095 -0.216 -0.038 -0.060 -0.081 -0.071
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.240 -0.241 -0.241 -0.240 -0.161 -0.181 -0.215 -0.221 -0.188 -0.098 -0.042 0.015 0.033 -0.092 -0.223 -0.033 -0.073 -0.145 -0.148
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.224 -0.229 -0.237 -0.245 -0.175 -0.188 -0.219 -0.214 -0.179 -0.097 -0.008 0.019 0.024 -0.093 -0.220 -0.035 -0.068 -0.121 -0.119
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	0.628 0.583 0.625 0.625 0.655 0.665 0.688 0.707 0.764 0.816 0.947 0.850 0.819 0.798 0.943 0.948 0.919 0.946 0.957
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.577 0.605 0.605 0.632 0.700 0.700 0.664 0.663 0.717 0.788 0.816 0.812 0.799 0.793 0.892 0.868 0.840 0.861 0.869
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.586 0.601 0.607 0.631 0.692 0.694 0.669 0.676 0.733 0.797 0.865 0.826 0.806 0.795 0.911 0.898 0.870 0.893 0.902
	All countries																
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑓𝑓	0.264 0.213 0.167 0.089 0.163 0.200 0.176 0.198 0.220 0.243 0.239 0.253 0.231 0.221 0.236 0.275 0.235 0.218 0.261
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔 𝑑𝑑	0.208 0.198 0.214 0.060 0.180 0.167 0.224 0.219 0.244 0.281 0.260 0.296 0.304 0.191 0.164 0.122 0.147 0.165 0.156
	𝐿𝐿𝑒𝑒𝑔𝑔𝑒𝑒𝑒𝑒𝑔𝑔	0.223 0.202 0.200 0.072 0.175 0.182 0.199 0.205 0.228 0.256 0.246 0.267 0.253 0.212 0.214 0.223 0.205 0.201 0.221
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑓𝑓	-0.279 -0.341 -0.394 -0.417 -0.381 -0.431 -0.472 -0.459 -0.464 -0.511 -0.527 -0.579 -0.621 -0.665 -0.559 -0.583 -0.619 -0.597 -0.578
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑑𝑑	-0.444 -0.442 -0.468 -0.455 -0.432 -0.467 -0.448 -0.479 -0.509 -0.543 -0.528 -0.535 -0.583 -0.582 -0.535 -0.540 -0.582 -0.583 -0.567
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒	-0.399 -0.415 -0.444 -0.439 -0.410 -0.451 -0.461 -0.465 -0.479 -0.521 -0.527 -0.564 -0.610 -0.641 -0.552 -0.568 -0.606 -0.593 -0.574
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑓𝑓	0.834 0.766 0.750 0.729 0.729 0.735 0.710 0.676 0.700 0.696 0.689 0.687 0.673 0.626 0.560 0.661 0.640 0.609 0.602
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑑𝑑	0.756 0.704 0.662 0.664 0.608 0.630 0.636 0.623 0.644 0.643 0.637 0.644 0.680 0.629 0.538 0.617 0.605 0.581 0.592
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎	0.777 0.721 0.691 0.691 0.659 0.677 0.675 0.656 0.679 0.678 0.672 0.673 0.675 0.627 0.553 0.646 0.628 0.600 0.598

Notes: This table presents the results of Lerner index (Lerner), Boone indicator (Beta) and H-statistic (Hstat) for foreign, domestic and all CEE banks. The subscript 'f' stands for foreign and 'd' for domestic banks. Measures without any subscript are for all banking institutions.

Table 4 .

 4 Convergence levels of Boone indicator. This table presents the results of convergence levels (CL) for the Boone indicator, according to equations (9) and (10). The roots 𝜆𝜆 𝑖𝑖 are the solutions of equation (11) and indicate convergence if their absolute values are lower than one. ***, ** and * are statistical significances at 0.01, 0.05 and 0.10 level, respectively.

	Countries	Foreign banks	Domestic banks		All banks	
		Coef.	�𝝀𝝀 � 𝒊𝒊 �	CL	Coef.	�𝝀𝝀 � 𝒊𝒊 �	CL	Coef.	�𝝀𝝀 � 𝒊𝒊 �	CL
	Bulgaria									
	Const.	-0.230***			-0.216***			-0.224***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.567***	0.177		0.640***	0.079		0.607***	0.127	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	0.132***	0.745	-0.766***	0.057	0.719	-0.712***	0.093**	0.734	-0.746***
	Czech Rep.									
	Const.	-0.088***			-0.110***			-0.088***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.928***	0.499		0.818***	0.443		0.892***	0.455	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	-0.249***	0.499	-0.276***	-0.196*	0.443	-0.290***	-0.207***	0.455	-0.280***
	Hungary									
	Const.	-0.062***			-0.046***			-0.054***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	1.059***	0.171		1.155***	0.246		1.107***	0.206	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	-0.152	0.888	-0.673***	-0.224***	0.908	-0.670***	-0.185**	0.901	-0.689***
	Estonia									
	Const.	-0.122***			-0.022			-0.041***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	1.086***	0.595		0.966***	0.044		1.183***	0.334	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	-0.354***	0.595	-0.455***	-0.041	0.922	-0.289**	-0.283***	0.850	-0.408***
	Latvia									
	Const.	-0.259***			-0.174***			-0.196***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.920***	0.498		0.962***	0.265		0.965***	0.371	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	-0.248***	0.498	-0.791***	-0.185***	0.697	-0.780***	-0.220***	0.594	-0.770***
	Lithuania									
	Const.	-0.012			-0.037***			0.004		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	1.021***	0.317		0.920***	0.053		0.964***	0.056	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	-0.223	0.705	-0.060	-0.046	0.867	-0.291***	-0.051	0.908	0.041
	Poland									
	Const.	-0.372***			-0.185***			-0.375***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.482***	0.026		0.569***	0.247		0.469***	0.064	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	0.013	0.508	-0.738***	0.202***	0.817	-0.808***	0.034	0.533	-0.756***
	Romania									
	Const.	-0.239***			-0.162***			-0.213***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.595***	0.168		0.745***	0.074		0.640***	0.144	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	0.128***	0.763	-0.861***	0.060	0.818	-0.832***	0.113***	0.784	-0.861***
	Slovakia									
	Const.	-0.084***			-0.020***			-0.044***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.700***	0.102		0.940***	0.017		0.836***	0.071	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	0.082**	0.803	-0.388***	0.016	0.957	-0.465***	0.064**	0.906	-0.441***
	Slovenia									
	Const.	-0.040***			-0.039***			-0.035***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.660***	0.220		0.761***	0.058		0.761***	0.061	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	-0.097	0.440	-0.091***	-0.041	0.704	-0.138***	-0.043	0.699	-0.124***
	All countries									
	Const.	-0.057***			-0.042***			-0.044***		
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-1	0.850***	0.071		0.914***	0.026		0.887***	0.055	
	𝐵𝐵𝑒𝑒𝑎𝑎𝑒𝑒 𝑖𝑖-2	0.066**	0.922	-0.681***	0.024	0.940	-0.687***	0.051**	0.942	-0.721***
	Notes:									

Table 5 .

 5 Convergence level of H-statistic index. This table presents the results of convergence levels (CL) for the H-statistic, according to equations (9) and (10). The roots 𝜆𝜆 𝑖𝑖 are the solutions of equation (11) and indicate convergence if their absolute values are lower than one. ***, ** and * are statistical significances at 0.01, 0.05 and 0.10 level, respectively.

	Countries	Foreign banks		Domestic banks		All banks	
		Coef.	�𝝀𝝀 � 𝒊𝒊 �	CL	Coef.	�𝝀𝝀 � 𝒊𝒊 �	CL	Coef.	�𝝀𝝀 � 𝒊𝒊 �	CL
	Bulgaria									
	Const.	0.030***			0.041***			0.034***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.671***	0.243		0.700***	0.202		0.692***	0.218	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	0.222***	0.914	0.278***	0.183***	0.903	0.350***	0.199***	0.910	0.310***
	Czech Rep.									
	Const.	0.078***			0.159***			0.113***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.934***	0.077		0.727***	0.040		0.841***	0.022	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.066	0.857	0.590***	0.031	0.767	0.658***	-0.018	0.818	0.634***
	Hungary									
	Const.	0.058***			0.049***			0.050***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	1.005***	0.117		1.013***	0.106		1.022***	0.121	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.104	0.889	0.589***	-0.096	0.907	0.585***	-0.109	0.901	0.580***
	Estonia									
	Const.	0.328***			0.173***			0.243***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.753***	0.598		0.738***	0.173		0.808***	0.529	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.355***	0.598	0.546***	-0.098	0.561	0.480***	-0.280***	0.529	0.515***
	Latvia									
	Const.	0.111***			0.100***			0.118***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.925***	0.175		0.691***	0.152		0.734***	0.068	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.131***	0.750	0.539***	0.128**	0.843	0.551***	0.054	0.802	0.555***
	Lithuania									
	Const.	0.199*			0.061			0.093**		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.518***	0.025		0.612***	0.261		0.593***	0.177	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.012	0.493	0.401***	0.228***	0.873	0.384**	0.137***	0.770	0.344***
	Poland									
	Const.	0.346***			0.099***			0.331***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.664***	0.335		0.836***	0.028		0.694***	0.357	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.112**	0.335	0.773***	0.024	0.864	0.708***	-0.127***	0.357	0.763***
	Romania									
	Const.	0.170***			0.102***			0.128***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.819***	0.086		0.796***	0.074		0.842***	0.034	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.063	0.734	0.696***	0.064	0.870	0.728***	-0.028	0.808	0.691***
	Slovakia									
	Const.	0.215***			0.343***			0.263***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.566***	0.017		0.271	0.038		0.474***	0.021	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	0.010	0.583	0.506***	-0.009	0.233	0.465***	-0.009	0.454	0.492***
	Slovenia									
	Const.	0.113***			0.192***			0.163***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.769***	0.130		0.938***	0.259		0.914***	0.137	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	0.117	0.900	0.999***	-0.176***	0.679	0.805***	-0.106	0.778	0.850***
	All countries									
	Const.	0.200***			0.152***			0.174***		
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-1	0.701***	0.016		0.675***	0.104		0.691***	0.046	
	𝐻𝐻𝑚𝑚𝑎𝑎𝑒𝑒𝑎𝑎 𝑖𝑖-2	-0.011	0.686	0.646***	0.081	0.779	0.623***	-0.011	0.737	0.633***
	Notes:									

As the foreign banks lack information about customers and business environment, they prefer acquire an existing customer portfolio by the acquisition of a domestic bank.

th group: RO -0.861

Notes: This table provides the results of the across-countries convergence test for all three measures of competition. p-value is the probability of rejection of the null hypothesis that the convergence levels (CL), estimated with equations ( 9) and ( 10), and presented in tables 3-5, are statistically equally for the countries of determined groups.