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1. Introduction1 
Italy, a country that arrived later than others at political unification, had a fragmented 

and underdeveloped banking system in 1861. Deposits and loans were both negligible 
percentages of GDP; barter was common; citizens mainly used coins to settle business 
transactions. In the next 150 years, the evolution of banks can be summarized in the 
metaphor of the “long run-up” (Onado 2003): as in the case of per capita income, the size 
and characteristics of the Italian banking system have gradually come closer to those 
prevailing in major industrial countries. 

The goal of this paper is to propose a quantitative view of the evolution of banks, 
banks of issue, and postal savings over the past 150 years. The work is part of the research 
project of the Bank of Italy for the 150th anniversary of Italian unification (see, inter alia, 
Baffigi 2011; Toniolo 2011). 

In the analysis we focus on six issues: the behaviour of bank deposits and loans, taking 
into account the changes in debt securities issued by banks and held in portfolio; the degree 
of bank capitalisation, measured by the ratio of capital and reserves to total assets; the 
comparison between short-term and long-term loans; the competition between postal savings 
and bank funding; the swings in State ownership of banks; the trend of bank interest rates. 

In order to study the long-term trends of the Italian banking system, this work provides 
a thorough reconstruction of bank time series from 1861 to date: deposits, bonds (or debt 
securities) issued, capital and reserves, loans, debt securities held, shares and other equity, 
and the interest rate on the main assets and liabilities. Other balance sheet items were 
reconstructed for banks of issue − an example is currency in circulation − and for Cassa 
Depositi e Prestiti (CDP hereafter). 

In the past several scholars have reconstructed long-term time series on banking and 
financial sectors (see De Mattia 1967, Biscaini and Ciocca 1979, Cotula et al. 1996, Della 
Torre 2000, Della Torre et al. 2008). A novelty of this study involves the complete coverage 
of 150 years with consistent and comparable information over time, an attempt to cover all 
banks, including special credit institutions and cooperative banks, often absent in earlier 
statistics. Some aggregates were also reconstructed for the first time, such as bank loans 
classified by maturity or the weight of State ownership of banks. 

The paper is divided into four sections. After this introduction, the second Section 
briefly sketches the content of the new dataset. Section 3, which is the bulk of the paper, 
comments on the six issues under scrutiny. Section 4 contains the main conclusions. The 
Appendix provides details of the methodologies used, the definitions adopted and the 
sources of data. 

1 This paper is a revised and more concise version of De Bonis, Farabullini, Rocchelli and Salvio 2012. We are 
very grateful to Andrea Silvestrini for his invaluable help with this paper. We wish to thank Alberto Baffigi, 
Federico Barbiellini Amidei, Luigi Cannari, Giuseppe Della Torre, Alfredo Gigliobianco, Gianni Toniolo, 
Gianfranco Torriero, Vera Zamagni and participants in seminars held at the Bank of Italy and at the Italian 
Ministry of Economy and Finance for helpful comments, Erlinda Oliverio for providing us with the information 
on the ownership of Italian banks since 1993 and Antonella M. Pulimanti for editorial assistance. This paper is 
the responsibility of its authors and the opinions expressed do not necessarily reflect those of the Bank of Italy 
or the Eurosystem. 
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2. A description of the new dataset 
This section provides a description of the dataset (see the Appendix for additional 

details).  

The banking system comprises all the institutional categories of banks resident in Italy, 
including branches of foreign banks. The time series refer to both short-term banks (aziende 
di credito) and special credit institutions (istituti di credito speciale), the two institutional 
categories existing until the 1990s. It also includes the mutual banks − formerly the rural and 
artisans’ banks − often excluded from earlier reconstructions.2 

While no justification is needed for our interest in banks – for Italy has traditionally 
been a financial system dominated by credit institutions – it is worth spending some words 
on why the focus is also on banks of issue and CDP. In the first years after unification, given 
the backwardness of banks, a significant proportion of total lending to the economy was 
granted by the banks of issue (whose statistics are in this paper always kept separate from 
those of banks).3 Between 1861 and 1936, banks of issue operated in Italy not only with 
other banks but also with private entities. The banks of issue were among the largest Italian 
intermediaries. Until the 1870s their loans exceeded those of banks. Subsequently, they lost 
steam, except during World War I, when the public financing of the conflict was 
fundamental. The focus is also on CDP, an institution that has always been in competition 
with banks, managing postal savings to grant credit to general government, especially local 
government (see de Cecco and Toniolo 2000).  

As is customary in banking statistics, aggregates are calculated at current prices. The 
reconstruction of the main aggregates, shown in Table 1, allows for a sort of “balancing” of 
balance sheets, providing an indicator of reliability of our estimates. The imbalance between 
total assets − the sum of loans, securities, shares and other equity and property − and 
liabilities − the sum of deposits, bonds issued, and capital and reserves − is not too large. It 
amounts on average to about 4 per cent of total assets. The major discrepancies, with values 
around 15 per cent, are found during the years of World War II, when the quality of the 
statistics and details available fell dramatically. 

For compiling the series, the following definitions of assets and liabilities are adopted. 
With respect to assets, loans include loans granted to households, non-financial corporations 
and general government; interbank loans are excluded. Loans have been reconstructed net of 
bad debts because of the difficulty of finding data in the past. Portfolio bonds include those 
issued by general government, non financial corporations, other banks, and other 
intermediaries (such as insurance corporations and, in recent years, special purpose vehicles 

2 The statistics of “ditte bancarie” – small private banks disappeared from many decades – are included only 
from 1926 onwards, as their balance sheets were not available earlier. In the 1920s and the 1930s their market 
share was around 2 per cent of total bank loans. 
3 In 1861 there were four banks of issue in Italy: Banca Nazionale nel Regno d’Italia, Banca Nazionale 
Toscana, Banco di Napoli and Banco di Sicilia. In 1864 Banca Toscana di credito per le industrie e il 
commercio d’Italia was added to the list. Following the annexation of Rome, in 1870 the banks of issue were 
joined by Banca Romana. With the crisis of 1893, they were reduced to three: the newly created Banca d’Italia, 
Banco di Napoli and Banco di Sicilia. In 1926 Banca d’Italia became the only bank of issue, assuming the 
modern characteristics of a central bank. See Polsi 1993, on banking after Italian unification.  
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that securitize loans). The information relates to the counterparty sectors resident in Italy.4 
Shares and other equity holdings take into account instruments issued by industrial 
companies and other banks. A time series on banks’ real estate is also estimated. 

As for liabilities, deposits include the funds collected from households, non-financial 
corporations and general government; interbank deposits are excluded. Deposits now include 
four instruments: current accounts, savings deposits − or deposits redeemable at notice – 
deposits with agreed maturity and repurchase agreements. In the Nineteenth century and 
most of the last century the prevailing instruments were current accounts and savings 
deposits. The development in Italy of deposits with agreed maturity and repurchase 
agreements is relatively recent, starting in the 1980s. 

In the Nineteenth century and much of the Twentieth century bonds referred to debt 
securities issued primarily by intermediaries classified, from 1936 to 1993, as special credit 
institutions.5 Short-term banks (aziende di credito) could not issue bonds for much of the 
history of united Italy. Only with the Banking Law of 1993 were all banks authorised to 
issue bonds. Capital and reserves include paid-up capital, reserve funds and other reserves.  

In what follows the main trends emerging from the new time series are discussed.  

3. The long-term patterns of banking aggregates 

3.1  Bank loans and deposits 
Given the backwardness of the banking system after Italian unification, in 1861 both 

loans and deposits accounted for negligible percentages of GDP (about 1 per cent, see Fig. 
1). In Italy the low diffusion of bank deposits led to coins and notes being used to settle 
exchanges. Until 1867 the metallic circulation was larger than that of paper notes (Tab. 2). 
Until the late Nineteenth century their sum − the total currency in circulation − was greater 
than the stock of bank deposits (Fig. 1).6  

After 1861 loans and deposits grew at a rapid pace until the late 1880s.7 The ratio of 
loans to deposits increased notably during the real estate boom of the 1880s, rising to 1.2 in 
1890, the highest value in that century. The growth of credit was interrupted by the banking 
crisis that was resolved with the creation of the Bank of Italy in 1893. Loans growth revived 
in the second half of the 1890s, during the years of replacement of the failed French-type 

4 We put the emphasis on the loans and deposits of residents because those of non-residents are still negligible 
today. For most of its history the Italian banking system had small links with foreign countries. Only since the 
1980s have European directives and the liberalisation of capital movements led to stronger relationships with 
non-residents. Moreover it is difficult to collect statistics on foreign business before the 1970s. Our approach 
corresponds to that followed in building monetary and credit aggregates where only the business with resident 
customers is taken into account. 
5 See Conti 1999, on the role of special credit institutions in financing the economy. 
6 See Toniolo, Conte and Vecchi 2003, on the Italian slow monetary unification and Fratianni and Spinelli 
1997, for an extended analysis of monetary history. 
7 According to Della Torre et al. 2008, the statistics built by De Mattia (1967) for the years around unification 
are underestimated, especially because they did not cover the entire population of saving banks. The Italian 
“financial deepening” after 1861 thus depended on a progressive extension to all the population of banks. The 
new statistics estimated by Della Torre et al. 2008, refer only to the funding of intermediaries and therefore we 
did not use them. 
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banks with German banks, and over the years of economic development when Giolitti was 
head of the government.8 

After decreasing in World War I, both loans and deposits grew strongly in the 1920s, 
exceeding 50 per cent of GDP at the outbreak of the Great Depression. The ratio of loans to 
deposits rose in the 1920s and 1930s, before the explosion of the banking crises.9 With bank 
failures, World War II and the associated inflation, loans and deposits went down gradually 
to 15 per cent of GDP in the second half of the 1940s, returning to their level in 1885. A 
growth of the ratio of loans to deposits occurred during the economic boom of 1958-1963, 
when the ratio rose above one (in 1944 it was equal to 0.6).10 Overall from the 1950s to the 
mid-1970s − in the period of the greatest development of the Italian economy − bank loans 
and deposits increased considerably, reaching 75 per cent of GDP. 

Although in the post-unification period and for most part of the Twentieth century 
Italy experienced a close correlation between loans and deposits, this link has become more 
tenuous since the 1970s. In fact, from the mid-1970s to the late 1980s, deposits increased 
more than loans, following the introduction of credit ceilings as an instrument of monetary 
policy and because of the recessions of 1974-1975, 1977 and 1980-1983. As of 1974, a 
decline of the loans to GDP ratio can be observed, followed by a slight rise in the second 
half of the 1980s, which continues until the beginning of the 1990s. The deposits to GDP 
ratio shows a similar but less marked decrease, being always above the loans to GDP level. 
The gap is closed in 1989. Subsequently, with the exception of the recession in 1992-1993, 
loans increased more than deposits, reaching levels never seen before, as a result of the 
removal of credit ceilings, increasing bank competition, and lower interest rates. In the 
1980s and the 1990s the ratio of loans to deposits was then affected by the slowdown in 
deposits, due to households switching to other uses of savings, such as government bonds 
and mutual funds.  

More specifically, a visual inspection of Figure 1 reveals two distinct phases of bank 
loans and deposits to GDP: the two series co-move tightly together up to 1973, with a 
correlation coefficient of 0.98; afterwards, in the 1974-2010 sample period, they follow 
rather different paths and, as a result, the correlation is almost null. 

Nowadays, bank loans are more than 100 per cent of GDP while deposits are around 
70 per cent; the latter have almost returned to the levels reached in the 1970s. The ratio of 
loans to deposits reached its historical peak of 1.65 in 2007, and then fell as a result of the 
recession of 2008-2009 and of the consequences of the euro area debt sovereign crisis that 
hit the Italian economy since the second half of 2011. The increasing gap between loans and 
deposits – the so called “funding gap” − is a trend common to other banking systems and is 
considered one of the causes of the 2007-2009 financial crisis in some countries (see Barwell 
and Burrows 2011, on the UK case). 

The Italian banking system funded the gap between loans and deposits mainly issuing 
new bonds and borrowing funds in the foreign interbank markets. We may report some 

8 See Gerschenkron 1962, de Cecco 2011, and Fohlin 1999, on these issues. 
9 On bank instability in the 1920s and the 1930s see Sraffa 1922, Toniolo 1995, and Gigliobianco and Giordano 
2012. 
10 See Piluso 2010, and Conti 2010, on the banking system during the Italian economic miracle. 
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evidence on this issue. As showed in Figure 2, the ratio of loans to the sum of deposits and 
bonds issued by banks is rather stable across the whole 1861-2011 period. The ratio rose 
close to one in 2007, before the financial crisis. Similar values had been reached in the past 
only around the 1860s. The correlation coefficient between loans on one side, and the sum of 
deposits and bonds issued by banks on the other side, is 0.99 in the period 1861-1973 and 
0.77 in 1974-2011: correlation decreases not only because deposits stagnated in the last 30 
years but also because banks resorted to a larger extent to interbank foreign funding. The 
importance of bond issues in relation to deposits has increased, rising from 0.18 in 1995 to 
0.66 in 2010. From the end of the 1990s to 2011 the tax treatment of interest income has 
discouraged time deposits and offered an incentive for bond issues.  

As said, the ratio of loans to deposits has been also influenced by the degree of 
international openness of the banking system and the consequent reliance on foreign capital 
markets. In the nineteenth and early twentieth centuries, the internationalisation of Italian 
banks was limited. After World War II internationalisation grew, and accelerated with the 
entry into force of the European exchange rate arrangements, especially with the 
liberalisation of capital movements in 1990 and the creation of the euro area in 1999. The 
use of interbank foreign funding − for many recent years banks have had a net foreign debtor 
position − explains, together with the increased availability of equity and bond funding, why 
the ratio of loans to deposits has reached levels far above one. Our conclusion is consistent 
with the results presented by Schularick and Taylor 2012. Looking at industrial countries 
they claimed that while in the past credit was closely tied to money, today financial 
innovation and regulation changes have broken that link. 

3.2 Bonds held in portfolio and capital and reserves 
Bonds held in banks’ portfolio had large swings over the last 150 years, showing a 

high degree of substitution with bank loans in some periods. For instance bonds decreased 
their weight as a percentage of total assets in the 1920s, when credit grew very much, during 
the bank boom that anticipated the eruption of the Great Depression (see Fig. 3). When the 
crisis started, banks invested a lot in bonds in the time span 1930-1935.  

Probably the most spectacular change was that observed between the 1980s and the 
years preceding the financial crisis started in 2007. At the beginning of the 1980s debt 
securities were about 40 per cent of banks’ main assets. In the following years, because of 
increasing bank competition and a stronger attitude towards profitability, securities were 
sold to finance the growth of loans: in 2006 securities were less that 15 per cent of banks’ 
assets, a very low level by historical comparison. Actually, in the last 40 years a negative 
correlation (-0.49) exists between bonds held in portfolio and loans.   

The degree of leverage of banks is often measured by the ratio of capital and reserves 
to total assets (here approximated by the sum of the main items reported in Tab. 1). In the 
long run in the United States and the United Kingdom the ratio decreased (Alessandri and 
Haldane 2009). According to a familiar argument, the progressive extension of public 
regulation in the Twentieth century led to banks being less risk averse. In other words, the 
growth of safety net for banks would have created incentives to increase assets and reduce 
the capital base. This thesis does not seem applicable to Italy. The ratio between capital and 
reserves and the total assets − loans, securities, stocks and shares, property − fell in the first 
half of the Twentieth century, but rose again after World War II. This remains true when a 
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more complete measurement of total assets, available since 1983, is considered (see Fig. 2). 
One cannot therefore say that in Italy the extension of regulation − which began in the 1920s 
and the 1930s − has resulted in a lower capital adequacy of banks. If anything, the opposite 
is true. 

3.3 Loan maturity and banks’ maturity specialisation 
In Italy short-term loans have always, except in the last few years, prevailed with 

respect to medium and long-term loans (Fig. 4). In the years after unification short-term 
credit was 60-70 per cent of total credit, reflecting the nature of commercial banks of most of 
the intermediaries offering loans (Tab. 3). In his work on Italian economic development, 
Gerschenkron (1962) noted that overdrafts, the predominant form of short-term loans, were 
more widely diffused than abroad. Overdrafts were designed as a mechanism for regulating 
corporate behaviour, especially in an economy dominated by small firms. Even today 
overdrafts are the main part of short-term loans.  

In the years after the 1870s, the real estate boom involved a decrease in the percentage 
of short-term loans. This decline lasted until the banking crisis that led to the creation of the 
Bank of Italy. Short-term loans subsequently grew again and were prevalent during the two 
World Wars, as a result of high inflation, which did not provide incentives for the supply of 
long-term credit: actually in both those periods short-term credit reached 90 per cent of total 
loans. 

As far as loan maturity is concerned, a crucial distinction was that between short-term 
banks and special credit institutions (Fig. 4). In Italy there were always, even before the 
regulations introduced in the 1930s, intermediaries specialised in the supply of long-term 
credit. Examples are the intermediaries for the funding of construction and purchases of real 
estate, and for the subvention of agriculture. The creation of “Beneduce’s institutions” (de 
Cecco 1997) led to an increase in long-term credit in the 1920s. After the difficulties of the 
war, in the 1950s special credit institutions expanded, thanks to the creation of new 
intermediaries – such as Mediobanca, Centrobanca and Efibanca − and the “special credit 
sections” set up in some State-owned banks. Impetus was also imparted to long-term credit 
by the policy decision to increase subsidised credit, often leading to poor results in terms of 
allocative efficiency (see De Bonis et al. 2012).11 

From the 1960s to the 1990s special credit institutions maintained an average market 
share of 35 per cent of total bank loans. A reduction in the ratio of short-term loans to total 
credit extended by banks also derived from the rules on maturity transformation, which 
expanded the possibility for short-term banks to offer medium and long-term credit. 
Eventually, in 1993, the Banking Law erased the maturity specialisation of the banking 
system introduced in 1936. The rules on maturity transformation were then gradually 
loosened. Since 2002, medium and long-term credit has exceeded short-term credit, a 
situation that had previously occurred only at the end of the housing boom of the 1880s. This 
“overtaking” was determined by several factors: the maturity de-specialisation of credit; the 
increase in mortgage lending, linked to the low level of interest rates and the rise in house 

11 On credit allocation see also Battilossi, Gigliobianco and Marinelli 2011. 

 

                                                 

10



prices until 2008; the larger availability of bonds issued by banks that reduced the risks 
associated with maturity transformation.12 

3.4 The competition between bank deposits and postal savings 
In 1875, at the initiative of Quintino Sella, the Minister of Finance, the post office took 

on the role of agencies of the CDP, starting to raise funds from the public. CDP began 
managing these funds to grant credit mainly to local government. Sella’s initiative, naturally 
opposed by banks − especially savings banks − was designed to collect savings from the 
most popular classes, thereby reducing hoarding and ensuring a flow of credit to local 
authorities. The first instrument for collecting funds was the postal savings book (libretto 
postale). In 1919 postal current accounts were introduced and in 1925 the issuance of postal 
savings bonds (buoni postali fruttiferi) started. Since the beginning of the Twentieth century 
the CDP also issued securities to allow the rescheduling of the debt of municipalities and 
provinces (see the essays collected in de Cecco and Toniolo 2000). 

Table 4 shows the different forms of postal savings and the main assets of CDP. The 
ratio of postal savings to bank deposits grew without interruption from 1875 to the end of 
World War I (Fig. 5), when the post offices took an important role in the intermediation of 
remittances. From 1915 to the 1920s postal savings declined in importance compared with a 
banking system which recorded a strong growth during the years preceding the Great 
Depression. Subsequently, the ratio of postal savings to bank deposits peaked because of 
several reasons: the introduction of postal savings bonds; the banking regulations of 1926 
and 1936 that limited bank entry; the bank failures linked to the Great Depression; public 
confidence towards postal savings, always guaranteed by the State.  

After the war postal deposits recorded a recovery until the 1950s, but subsequently 
they declined in importance compared with the expansion of bank deposits (see de Cecco 
1968). By contrast, from the late 1990s and the transformation of CDP into a joint stock 
company, postal savings have returned to a high level by historical standards, of about 20 per 
cent of bank deposits. The ratio of postal saving to GDP also reached its highest value (20 
per cent) in the years following the Great Depression and today stands at 18 per cent. A 
similar pattern is observed for the CDP’s lending to local government. As far as the 
composition of postal savings is concerned, the main instruments are postal savings bonds, 
followed by postal savings books. 

3.5 State-owned banks versus private banks 
Today the Italian banking system is essentially private, but this status is the result of a 

troubled history. From 1861 to 1993 – the year when institutional categories of banks were 
abolished – it is possible to estimate the market share of State-owned banks taking into 
account the balance sheets of saving banks, special credit institutions and, since the 1930s, 
banks of national interest and public-law banks.  

12 The “overtaking” was influenced by a new statistical definition. Since 1998 medium and long-term credit 
includes lending with a maturity longer than 12 months, while previously the limit was 18 months. However 
the discontinuity is not crucial because short-term credit consists mainly of overdrafts. 
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Since the annexation of Rome in 1870 the share of State ownership oscillated around 
50-60 per cent of total bank loans, as a consequence of the large role played by saving banks 
and institutions for lending to agriculture and building (Fig. 6).  

In the late Nineteenth century and during World War I, the growth of private banks − 
in a deregulated system − brought the State share down to 20 per cent, the smallest in Italian 
history until recent times. Over the next twenty years, the State share rose continuously. 
Several factors contributed. The creation of “Beneduce’s institutions” increased the number 
of State-owned intermediaries specialised in the supply of industrial credit; the entry barriers 
introduced in 1926 and the controls introduced by the Banking Law of 1936 limited the 
expansion of private banks. The financial instability of the 1920s and 1930s hit private banks 
particularly hard. Eventually, in 1937 − after the nationalisation of the big three banks of 
national interest and the creation of the Istituto per la Ricostruzione Industriale (IRI) − the 
market share of State banks exceeded 80 per cent of the total. This level suffered only a 
small erosion after World War. Among the State-owned banks, banks of national interest lost 
market share, while savings banks gained market share. 

In 1990, with the approval of the so-called “Amato Law”, a start was made on the 
transformation into companies limited by shares of savings banks, public-law banks and 
many special credit institutions. The transformation, a prerequisite for subsequent 
privatisation, began when the market share of State-owned banks was still around 70 per 
cent of the total. This percentage then decreased with the wave of privatisations in the 
second half of the 1990s.  

With the cancellation of the old institutional categories of banks in 1993, the estimate 
of the market share of State-owned banks became more difficult. Defining State-owned 
banks as intermediaries where the State or the banking foundations still hold 50 per cent or 
more of the equity capital, the market share of State-owned banks in 2010 was around 10 per 
cent, a value never observed before in the history of Italian banking and low by international 
standards.13 

Since the Nineteenth century, the Italian banking system has seen the presence of 
intermediaries belonging to different categories (Fig. 7). This institutional specialisation was 
reinforced by the Banking Act of 1936, while in 1993 regulation cancelled all forms of 
specialisation, making it possible to create universal banks.  

In Italian history the share of cooperative banks – both cooperative banks and mutual 
banks (rural and artisans’ banks in the past) – was always significant. Their market share 
grew in the nineteenth and the beginning of twentieth centuries, reaching a maximum of 23 
per cent of the total loans of the banking system in 1910. Cooperative banks suffered a 
decline in the 1930s, when their market share fell below 10 per cent. In the post-war years 
the business of cooperative banks expanded again, and they now account for around 14 per 
cent of total credit in Italy. 

13 In 2003 the Italian Constitutional Court claimed that banking foundations were private entities. Taking this 
decision into account State-owned banks’ market share would be near to zero. 
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3.6 Interest rates 
Figures 8, 9 and 10 show the evolution of bank and monetary policy interest rates in 

the 150-year history of political unification (see also Tab. 5). The monetary policy rates are 
the discount rate from 1861 to 1998 and the rate on the main refinancing operations of the 
Eurosystem since 1999. As a result of the expansionary monetary policy in recent years, the 
policy rate is now very low, at a level never seen before. Interest rates on loans − both short 
and long-term − are also very low.14 To find a comparable level, one must go back to the 
Nineteenth century (Fig. 8). This is especially true for deposit rates, which have never been 
so low in the past (Fig. 9). 

If the level of interest rates in the last years is the lowest in Italian history, the same 
cannot be said of the spread between lending and deposit rates. This indicator increased after 
the beginning of the Twentieth century, especially following the introduction of a regulation 
that gave great importance to the goal of stability (Fig. 10). The increase in the spread was 
often not linked to a rise in the official interest rates. After narrowing in the 1960s and 
widening in the 1970s, because of inflation and movements in the official rates, the spread 
has shrunk since the early 1980s, as a result of increased competition in the banking market 
and the movement of Italian inflation towards the European average. The spread remains 
slightly wider than in the early post-unification decades. The same is true of the difference 
between the average rate on loans and the average rate on funding (the sum of deposits and 
securities issued). 

4. Conclusions 
In this work, we have presented and analysed new time series on bank balance sheets 

and interest rates, banks of issue, and postal savings since the unification of Italy in 1861. It 
is probably true that Italy received scant attention in the international quantitative literature 
(see Fratianni et al. 2012).  Perhaps this insufficient attention has been also influenced by the 
scarce availability of long time series on the Italian economy.  

Six main findings emerged from our analysis. First, while until the 1970s there was a 
close correlation between loans and deposits, over the last 20 years loans increased more 
than deposits; since the 1990s banks covered this “funding gap” mainly issuing new bonds. 
Second, the ratio of banks’ capital and reserves to total assets rose in Italy since the 1950s: 
differently from the US and the UK, one cannot claim that the extension of regulation in the 
1930s has been associated with a lower capital adequacy of banks. Third, due to maturity 
specialisation of banks, short-term loans almost always exceeded long-term loans; these 
latter have overtaken short-term financing only since the beginning of the 2000s. Fourth, 
after the increase during the Great Depression, postal savings have seen a new upswing in 
recent years, as a result of financial innovations in the provision of postal deposits and with 
the transformation of Cassa Depositi e Prestiti into a company limited by shares. Fifth, State 
ownership of banks, predominant from the 1930s to the early 1990s, is today very limited, 
due to the wave of privatisations carried out in the 1990s. Lastly, in line with monetary 
policy rates, bank interest rates are currently at the lowest level ever in Italian history. 

14 Between the late 1930s and the early 1970s the quality of statistics on bank interest rates is influenced by the 
agreement (trust) between banks to fix their prices (see Albareto 1999). 
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The time series presented here lay the foundation for further steps in many directions. 
Much empirical analysis remains to be done on topics such as the degree of stability of the 
relationship between deposits and loans and the long-term relation between money, credit 
and output. The econometric techniques are numerous, and vary according to the issues 
researchers are willing to debate. Future research might also assess the impact of changes in 
the banking regulatory framework on the composition of banks’ balance sheets. 

Furthermore, given the relevance of credit fluctuations to policy analysis, it would be 
interesting to investigate the main features and regularities of the Italian financial cycle, 
extracted by means of structural trend-cycle decompositions of the credit to the private 
sector time series. Another desirable extension would be examining whether there is any link 
between banking crises and long-term credit developments in Italy.  

Hopefully our new dataset will be useful to pursue these and other lines of research.  
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Appendix: Sources, definitions, and methods 
 

Table 1. Main assets and liabilities of banks 
We make use of multiple sources, precisely: 

- From 1864 to 1889 the source is De Mattia 1967, with our estimates for the first years 
after unification; 

- From 1890 to 1936 the source is Cotula et al. 1996, with the exception of some 
institutional categories of banks, including special credit institutions and monti di 
pietà, taken from De Mattia 1967. Some balance sheet items have been integrated with 
our estimates and other sources, in particular for special credit institutions; 

- From 1936 to 1965 data are taken from the historical statistics available on the website 
of the Bank of Italy. Integrations refer to mutual cooperative banks (once rural and 
artisans’ banks) provided by the Italian Federation of mutual cooperative banks; 

- From 1966 to 2011 the sources are the Bank of Italy statistical supervisory reports.  

Loans do not include bad debts or repurchase agreements. Contrary to what many statistics 
reported in the past, Treasury bills are excluded from loans and included among banks’ 
portfolio securities, in line with the current statistical standards. Securities held by banks do 
not include the asset-backed securities bought back by the same bank when the securitised 
loans have not been derecognised from the balance sheet. On the contrary these securities are 
included in the Eurosystem banking statistics since 2010. 

Table 2. Paper and metal currency in circulation 
Until 1926 the main source is De Mattia 1967. For the first years after 1861 the circulation 
data have been updated to take account of the current boundaries of Italy. From 1927 to the 
present the circulation of notes has been derived from the Bank of Italy’s financial 
statements. For the Treasury circulation, the sources are the summary accounts of the 
Treasury. The same source has been used for the distinction between State notes and coins 
from 1966 to 1985. 

Table 3. Loans by institutional category of banks 
The table shows lending by the different categories of banks. Limited company banks also 
include the three banks of national interest until 1936, after which they are shown separately. 
Limited company banks also include ditte bancarie, branches of foreign banks, and central 
credit institutions. Cooperative banks include cooperative banks and mutual banks (formerly 
rural and artisans’ banks).  

From 1861 to 1936, the institutional categories were as follows: ordinary credit companies; 
ditte bancarie (whose data are not available until 1925); central credit institutions; branches 
of foreign banks; savings banks; monti di pietà; cooperative banks and rural and artisans’ 
banks; public-law banks; credit institutions for industry, public works, agriculture and 
building. There was a category “other banks” that included intermediaries such as Istituto 
nazionale di previdenza and Credito delle comunicazioni and some of the credit institutions 
that later on took the legal form of public-law banks. With the approval of the Banking Law 
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of 1936, the classification by institutional category was simplified and corresponded largely 
to that presented in Table 3. Loans of special credit institutions also include those of the 
special credit sections active in some short-term banks. For the sources see the notes to 
Table 1.  

Table 4. Postal savings and CDP’s assets 
From 1861 to 1990 the data are taken from de Cecco and Toniolo 2000, in particular from 
the contribution by Della Torre (see Tab. D2 of his Appendix). Since 1991 postal savings 
have been obtained from the monetary statistics of the Bank of Italy. Bonds issued and the 
main assets are taken from the balance sheets and other publications of the CDP. Since 2003, 
following the transformation of CDP into a company limited by shares, a portion of postal 
savings bonds (buoni fruttiferi) has been attributed to the State’s balance sheet. To ensure the 
continuity of the time series, column 3 of Table 4 considers all postal savings bonds. Since 
2007 the data are drawn from the Eurosystem statistics. On the assets side, loans up to 2002 
are estimated and relate mainly to the credit granted, not to the credit used. Since 2003, we 
consider the loans actually used. These are available with the distinction between two 
counterparty sectors: the Treasury and local government. The table also shows the 
outstanding amount of portfolio securities, and shares and other equity. 

Table 5. Bank interest rates 
Interest rates are taken from various sources. For several years data are estimated using 
mainly the trend of official rates, the only ones available for the whole period examined. 
Interest rates on short-term loans are estimated from 1861 to 1889 and thereafter are taken 
from De Mattia 1967,  until 1936. Rates are estimated from 1937 to 1950. Rates on short- 
term loans are taken from 1951 to 1962 from the information in the Historical Collection of 
the Bank of Italy; from 1962 to 2002 the source is the Central Credit Register. Since 2003 
the Eurosystem harmonised statistics have been used. 

Interest rates on medium and long-term loans are estimated from 1861 to 1937; from 1938 to 
1964 the estimates are based on the information in the Historical Collection of the Bank of 
Italy; from 1965 to 2002 the source is the Central Credit Register. Since 2003 the 
Eurosystem harmonised statistics have been used.  

Yields on bonds held by banks are those on government securities and are drawn from the 
database of the Research Department of the Bank of Italy. Yields on shares held by banks 
are based on an index of the yields of leading listed securities; the index is available in the 
database of the Research Department of the Bank of Italy.  

Interest rates on deposits are estimated from 1861 to 1890; from 1891 to 1963 they are taken 
from the Historical Collection of the Bank of Italy; from 1964 to 2002 the source is the 
Central Credit Register while since 2003 the Eurosystem statistics have been used. Interest 
rates on securities issued are estimated from 1861 to 1948 using official interest rates, the 
rates available in De Mattia 1967 and the series of the Historical Collection of the Bank of 
Italy; from 1949 to 1997 we used a private bond yield index available in the database of the 
Research Department of the Bank of Italy; since 1998 the figures have been taken from the 
“ten-day statistics” collected by the Bank of Italy from a representative sample of banks. 

 
16



References 
 
Albareto, G. (1999), “Concorrenza e politica bancaria”, in Cotula, F. (ed.), Stabilità e sviluppo negli 

anni Cinquanta. Vol. 3, Politica bancaria e struttura del sistema finanziario, Roma-Bari: 
Laterza, pp. 171-217 (Collana storica della Banca d’Italia, s. Contributi, VII_3). 

Alessandri, P. and Haldane, A. (2009), Banking on the State (presented at the Conference “The 
International Financial Crisis: Have the Rules of Finance Changed?,” – Chicago, 25 
September). 

Battilossi, S., Gigliobianco, A. and Marinelli, G. (2011), The Allocative Efficiency of the Italian 
Banking System, Bank of Italy – Economic History Working Papers, no. 25, October.   

Baffigi, A. (2011), Italian National Accounts, 1861-2011, Bank of Italy – Economic History 
Working Papers, no. 18, October. 

Barwell, R. and Burrows, O. (2011), Growing Fragilities? Balance Sheets in the Great Moderation, 
Bank of England – Financial Stability Paper, no. 10, April. 

Biscaini, A.M. and Ciocca, P. (1979), “Le strutture finanziarie: aspetti quantitativi di lungo periodo 
(1870-1970),” in Vicarelli, F. (ed.), Capitale industriale e capitale finanziario: il caso italiano, 
Bologna: il Mulino. 

Caron, M. and Di Cosmo, L. (1993), I bilanci degli istituti di emissione 1894-1990, Roma-Bari: 
Laterza (Collana storica della Banca d’Italia, s. Statistiche storiche, II). 

Conti, G. (1999), “Le banche e il finanziamento industriale”, in Amatori, F. et al. (eds.), Storia 
d’Italia. Annali. Vol. 15, L’industria, Torino: Einaudi, pp. 441-504. 

————— (2010), “Comments on the Paper by Giandomenico Piluso,” Journal of Modern Italian 
Studies, 15, no.1, pp. 104-106. 

Cotula, F., Raganelli, T., Sannucci, V., Alieri, S. and Cerrito, E. (1996), I bilanci delle aziende di 
credito 1890-1936, Roma-Bari: Laterza (Collana storica della Banca d’Italia, s. Statistiche 
storiche, III). 

De Bonis, R., Farabullini, F., Rocchelli, M. and Salvio, A. (2012), Nuove serie storiche sull’attività 
di banche e altre istituzioni finanziarie dal 1861 al 2011: che cosa ci dicono,? Bank of Italy – 
Economic History Working Papers, no. 26, June.  

De Bonis, R., Piazza, M. and Tedeschi, R. (2012), The Perverse Effect of Government Credit 
Subsidies on Banking Risk, MoFiR Working Papers, no. 68. 

de Cecco, M. (1968), Saggi di politica monetaria,  Milano: Giuffrè. 

————— (1997), “Splendore e crisi del sistema Beneduce: note sulla struttura finanziaria e 
industriale dell’Italia dagli anni venti agli anni sessanta,” in Barca, F. (ed.), Storia del 
capitalismo italiano dal dopoguerra a oggi, Roma: Donzelli. 

————— (2011), The Italian Economy Seen from Abroad over 150 Years, Bank of Italy – 
Economic History Working Papers, no. 21, October. 

de Cecco, M. and Toniolo, G. (2000),  Storia della Cassa Depositi e Prestiti, Roma-Bari: Laterza. 

Della Torre, G. (2000), “Impieghi e provvista della Cassa Depositi e Prestiti,” in de Cecco, M. and 
Toniolo, G. (eds.), Storia della Cassa Depositi e Prestiti, Roma-Bari: Laterza. 

 
17



Della Torre, G., Coccìa, M., De Leonardis, V. and Schisani, M.C. (2008), “Growth of the Italian 
Financial System after Political Unification, 1861-1914: Financial Deepening and/or Statistical 
and Methodological Biases,? Rivista di Storia Economica, 2, August, pp. 135-174. 

De Mattia, R. (1967), I bilanci degli istituti di emissione italiani 1845-1936, vol. 1, I-II, Roma: 
Staderini. 

Fohlin, C. (1999), “Capital Mobilisation and Utilisation in Latecomer Economies: Germany and Italy 
Compared,” European Review of Economic History, 2, pp. 139-174. 

Fratianni, M., Moscatelli, A., Spinelli, F. and Trecroci, C. (2012), Quantitative Essays in Italian 
Monetary History, Milano: Franco Angeli. 

Fratianni, M. and Spinelli, F. (1997), A Monetary History of Italy, Cambridge: Cambridge University 
Press. 

Gerschenkron, A. (1962), Economic Backwardness in Historical Perspective: A Book of Essays, 
Cambridge MA and London: Belknap Press of Harvard University Press. 

Gigliobianco, A. and Giordano, C. (2012), “Does Economic Theory Matter in Shaping Banking 
Regulation? A Case-Study of Italy (1861-1936),” Accounting, Economics and Law, 2, no. 1, 
pp. 1-75.  

Onado, M. (2003), “La lunga rincorsa: la costruzione del sistema finanziario,” in Ciocca, P. and 
Toniolo, G. (eds.), Storia economica d’Italia. Vol. 3,  Industrie, mercati, istituzioni. 2, I vincoli 
e le opportunità, Roma-Bari: Laterza, pp. 381-454.  

Piluso, G. (2010) “From the Universal Bank to the Universal Bank: A Reappraisal,” Journal of 
Modern Italian Studies, 15, no. 1, pp. 84-103.  

Polsi, A. (1993), Alle origini del capitalismo italiano. Stato, banche e banchieri dopo l’Unità, 
Torino: Einaudi.   

Schularick, M. and Taylor, A. M. (2012), “Credit Booms Gone Bust: Monetary Policy, Leverage 
Cycles, and Financial Crises, 1870-2008,” American Economic Review, 102, no.2, pp. 1029-
1061. 

Sraffa, P. (1922), “The Bank Crisis in Italy,” Economic Journal, 32, no.126, pp. 178-197.  

Toniolo, G. (1995), “Italian Banking, 1919-1939,” in Feinstein C. (ed.), Banking, Currency and 
Finance in Europe between the Two Wars, Oxford: Clarendon Press.  

————— (2011), Italy and the World Economy, 1861-2011. Introduction to the Research on 
“Italy and the World Economy, 1861-2011,” Roma: Banca d’Italia.  

Toniolo, G., Conte, L. and Vecchi, G. (2003), “Monetary Union, Institutions and Financial Market 
Integration: Italy, 1862-1905,” Explorations in Economic History, 40, no. 4, pp. 443-461. 

 
18



Tables and Figures 
 

Table 1 
 

Banks' balance sheet: main assets and liabilities 1861- 2011 
(end-of-period stocks in thousands of euros; from 1974 in millions of euros) 
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Table 2 
 

Currency in circulation: notes and coins 
(end-of-period stocks in thousands of euros; from 1974 in millions of euros) 
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Table 2, cont. 
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Table 3 
 

Loans by institutional category of banks: 1861 – 1993 
(end-of-period stocks in thousands of euros; from 1974 in millions of euros) 
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Table 3, cont. 
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Table 4 
 

Cassa depositi and prestiti: postal deposits and assets from 1861 to 2011 
(end-of-period stocks in thousands of euros; from 1974 in millions of euros) 
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Table 4, cont. 
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Table 5 
 

Banks’ interest rates from 1861 to 2011 
(percentages; end of period data) 
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