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In this article—adapted from our June 2010 white paper, “The future of 

corporate and investment banking”—we offer our view of how the next few 

years in wholesale banking may unfold.

	��@���������������)������
�!����������2����)����'�,!���
�!��"��-���������)�����!��
�����-���&����������������3�
����)��)�������������5���5

�� !�����"���!���"��������!���
�����)������"��%��-�����
��������"���4���"�"����������
�-����)������������))��
��������"����2������������"�
�������������������
		'��
 !�����!������������#����)����3�
�������	
��
�������
�

����������
����������������
A��1����

B����5�/C	D5



/

�!��������5�&�����!���)���)���������������������)"�
������������-�))����	+������������	*������������

	0!�)-��-��!��������������������

D��%!��!�
�4���"�"�/
���������=��-����%����<"�%��>5�

�������������"��!���!�)"����������)���)�����
����������!���-��"������)���"�����������������
��������)�-����������������!����)���"����--����
-����!��!)����)���)����������5����������������
�!��������"�������"���������)�����������������
��������������#��'��������������������)��-#��������
�!�������������������������������"����������
����������������<����"��������5� !����!�����
�!����������)������������������/�������������������
����!����������������!��������������������)�
���)���"�=9E�&>�������	/������������	*��������5�

8��!��������������������-��"������)����������)�
�!������������!������)5� !�������������"�)���
�!���;�����!�"�������!��������%��"���"���%�))�
)���)��!��������"�������"������%�))������%����
�����%�����5���������%������!����4��"���"��%�))�
�����)���)��������)���!��	BD
���!����!��	BB
���
%��!��!����������)��������������������!�-�����-����
���"����"���)������������<��<��������������!���
��"�"��������������"�)�5�

The coming challenge 

���������)��!��������������������"������������
������)�%�))������������������"����������)�
����������"��������������������=����>5/�@���
��%���!����������-����!�����������������������
��)�"5�,������������!��������������������

B�

/��,��"�#��������������������
�!����"�����"�-���������"����
���"������"���)���%��!�
������������)���������������"�
�����)��������"��������!�����
�4�)�"���������)����%����
���������������)�"����
���������������"������"���<
��)����<�!������������)�
����������������%�))����
���������-������(���6������
"������"��%����������"��
��!�������)�������������5�,��
"�#���������������������
�������������!����"�����"�
-����������)�F�"�#������
=���!����)�������"�������?����
#�����>��2�)��������))�3�
)��"����=��-��������������>��
��"����������������������
=-����4���)������!���"����"��
��"��������������������>5

Exhibit 1 

Four potential 

scenarios

Fundamentals and regulations 
determine possible futures  
for the global economy and 
capital markets.

Domestic 

fundamentals 

corrected

Domestic 

fundamentals 

unbalanced

Robust capital markets

Restricted capital markets
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Scenario 2

Fundamentally stable economic future

 Robust growth, driven by pick-up of private 

sector after careful removal of government 

stimulus funds

 Sustainable capital markets and investment 

banking (CMIB) revenue growth; leverage and 

risk taking modest in moderately regulated and 

overall more stable environment

 No more additional write-downs 

Scenario 1

Robust market susceptible to shock 

 Strong growth ‘on the razor's edge,’ driven 

mostly by government stimulus

 CMIB revenues fueled by high leverage and 

increasing risk appetite of investors and banks 

in moderately regulated environment

 Economy vulnerable to another shock (eg, 

bubble buildup, inflation); potential for further 

capital market turmoil and write-downs

Scenario 4

Domestic fundamentals overwhelmed by 

 global problems

 Global economy hit by second shock (eg, 

another major bank or a major country 

defaults), resulting in market dysfunction and 

triggering global recession

 CMIB revenues hit by market shock, economy 

in deep recession, investors fly to safety, 

regulator places severe constraints on leverage 

and risk taking

 Collapse of credit market leads to second wave 

of write-downs

Scenario 3

Persistent imbalances without global buffer

 Slow growth, as governments are not capable 

of spurring additional growth and private-sector 

activity does not pick up

 Negative impact on CMIB revenues, as economic 

activity is low, investors are risk averse, and 

leverage/risk taking are restrained by severe 

regulatory intervention

 In absence of another market shock, no 

additional write-downs



+ ���������������������������������������������������
	


+��@��������������������
�)������������2 !���������"�
��������-�����������)��<�
�����3�����!��)���9�4����!��
����)��)�����
��������6������)�5���5

*��@������������.�7�������
����������������������
2&�����������"�����������<
�!����(���)�
	
'����������
.)���)������������)���3��
�����������6������)�5���5

Global CMIB revenues before write-downs

Scenario 1 

Robust global markets remain susceptible to shock

Scenario 2

Stable fundamentals underpin global economic outlook

Scenario 3

Constrained global markets perpetuate imbalances

Scenario 4

Troubled global markets overwhelm domestic fundamentals

Normalized 2009 revenue base
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In 2009, extraordinary 

effects of estimated 

~$110 billion1
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Exhibit 2 

Revenues in four 

scenarios

Estimates of potential  
in the capital markets and 
investment banking  
(CMIB) industry strongly 
depend on which scenario 
materializes.



*New but not yet normal: Corporate and investment banking in transition

We analyzed the 2007 revenues and activities of the  

100 largest CIB institutions before the crisis and identified six 

integrated business models. (Of these institutions, 88  

are still independent; the rest have merged or disappeared.) 

1.  Global universal banks, such as Citigroup and JP Morgan 

Chase, have CIB divisions that cover the entire world  

and have significant franchises in most CIB activities (as  

a complement to massive retail banking franchises).

2.  Global investment banks, such as Morgan Stanley and 

Goldman Sachs, have strong franchises in every investment 

banking business, but no (or extremely limited) corporate or 

retail banking and largely wholesale funding. 

3.  “Global challengers,” such as BNP Paribas, are globally 

competitive in a focused set of CIB products, while offering 

a more complete range of products and services in their 

home geographies.

4.  A group we call “regional champions” includes players  

like Santander, which leads in regional markets  

Pre-crisis business models and what created value

such as Spain and Latin America but is not global  

in its ambit. 

5.  Local corporate and investment banks, such as Intesa 

Sanpaolo and DZ Bank, provide a full range of CIB products 

and services in their home markets, typically with an 

emphasis on corporate banking.

6.  Corporate banks, such as US Bancorp and some 

Landesbanken, concentrate on traditional corporate banking 

services such as cash management, trade finance, lending, 

and some structured finance. 

By 2007, the top 100 also included some specialists that were 

either advisory boutiques, such as Lazard Frères and 

Rothschild, or securities servicers, such as State Street and 

BNY Mellon.

The exhibit shows the concentration of revenues, as well as 

the wide range in return profiles—while size and business 

model explain a lot of the performance profile, it is clear that 

quality of execution ultimately trumped everything else.

Exhibit 

Distribution of 

revenues and 

returns

The biggest banks took a 
disproportionate share of 
revenues. But size alone did 
not determine success; 
execution mattered too.
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Post-tax return on capital employed 

(ROCE), 2007, %

Revenues for top 100 global 

corporate and investment banking 

(CIB) institutions, 2007, %

Performance by business model

Lowest HighestAverage

5 10 15 20 25 30 35 40 45Business model

Global investment bank
23 32 45

Global challenger
9 22 26

Regional champion
9 18 25

(Multi-)local CIB bank
6 15 25

Pure corporate bank
8 15 26

Global universal bank
23 2817

100% = ~$740 billion 

Top 26–50

Top 51–75

Top 76–100

Top 11–25

Top 10
22

8

3

29

37
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Exhibit 3 

The coming 

challenge

Standing still is not an option. 
Economics will come under 
pressure, and each category 
will face challenges.

Pure 

corporate 

bank
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Post-tax return on capital 

employed (ROCE),1 %

2007

2012

Global 

investment 

bank

14–15

15 15 15
12 12 10

32

Global 

universal 

bank

11–12

23

Global 

challenger

12–13

22

Regional 

champion

11–12

18

(Multi-)local 

CIB1 bank

9–10

15

8–10

15

Cost of capital

Value destruction
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Exhibit 4 

Shifts in risk taking

Even if the mild scenario 
unfolds, much risk, and the 
revenues associated with it, 
will leave banks’ books.
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Balance sheets: A new strategic weapon 
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Institutional relationships: Up in the air  
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Business models for the future: 

Hedgehogs and foxes
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Specialist models 
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Integrated models  
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Post-tax return on capital employed (ROCE) of top 100 corporate 

and investment banking (CIB) institutions,1 %

2007, pre-crisis 20

2012 before 

mitigating actions
10–12

Increased operational 

efficiency/greater scale 
2–3

Increased capital 

efficiency 
3

2012 after strategic 

industry response
15–18

 Concentration of players and increase in 

operational efficiency

 Refocusing of businesses and optimization 

of product mix

 Migration of market risk taking to nonbanks and 

off-balance-sheet structures

 Deleveraging of risky lending and capital-intensive 

capital markets businesses

Exhibit 5 

Restoring order

In coming years, greater  
scale and more efficient oper- 
ations and capital use  
will lead the industry to  
greater profitability.
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