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Abstract 
 

This theoretical study examines the concept of financial systems integration based on a critical 
analysis of numerous research studies published in the literature. A complex  summary of 
multiple studies provides the necessary knowledge for more proper understanding of financial 
integration, within the European Union and, in particular, in the Euro area. The findings 
contribute to synthesize in an organized and integrated manner already published materials 
regarding financial systems integration. Moreover, this analytical assessment is essential when 
engaging in quantitative research studies. 
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I. INTRODUCTION 

Integration is an essential pillar of robust growth. In addition, it provides a real recovery of gaps 
compared to developed countries. In fact, integration is at the core of the European Monetary 
Union project. The importance of integration within a monetary and economic union is 
supported by numerous studies in the literature (European Council, 1989, Eichengreen, 1991, 
Bayoumi and Eichengreen, 1994, Dobrinsky and Havlik, 2014, Praet, 2014, Franks et al. , 2018). 
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In our opinion, the integration of financial systems, together with economic convergence, are 
the most important mechanisms in the integration process.  
The importance of financial integration is also recognized by the EU authorities.  To this end, 
the authorities have taken steps to reform the financial system (creation of the banking union, 
resolution mechanisms, etc.) and, implicitly, in order to increase the degree of integration 
within the EU and, in particular, in the Euro area. In recent years, the European Commission 
has proposed about 50 legislative and non-legislative measures1, the main purpose of which is 
to create a more integrated financial system in the European Union and to improve the degree 
of financial stability. The measures proposed by the European Commission have been 
delineated in three main pillars: i) new rules for the global financial system; ii) creation of a 
solid, responsible financial system that will help boost growth in the EU; iii) completing the 
banking union and strengthening the Euro. Through these legislative initiatives, the financial 
systems in the European Union, at least in terms of regulation, should become more integrated, 
the development gaps should be reduced and financial stability should become more robust. 
Under these circumstances, we propose to analyze in detail the literature on issues related to the 
integration of financial systems. The integration of financial systems is one of the most dynamic 
topics addressed in the literature. The high number of studies can be explained either by the 
different nature of the sample being studied and the objectives proposed, or by the importance 
that financial systems have in the macroeconomic framework.  

 
 

II. FINANCIAL SYSTEMS INTEGRATION: A SURVEY 
Taking into account the studied sample, most studies analyzing the integration of financial 
systems focus on a regional sample: Dajcman et al. (2012); Lee and Mercurelli (2014); Oplotnik 
et al. (2011); Casu and Girardone (2010); Pozzi and Wolswijk (2012); Berben and Jansen (2009); 
Kenourgios and Samitas (2011); Higson et al. (2013); Worthington and Higgs (2010); Askari and 
Chatterjee (2005); De Guevara et al. (2007); Pungulescu (2013) - Europe; Chi et al. (2006); Yu et 
al. (2010); Park and Lee (2011); Ji (2011); Holmes et al. (2011); Narayan et al. (2014) - Asia.  
Of the studies mentioned, a significant number of studies limited the sample to emerging 
financial systems in Europe: Kenourgios and Samitas (2011); Guesmi and Nguyen (2014); 
Horvath and Petrovski (2013); Caporale and Spagnolo (2012); to developed financial systems in 
Europe: Lee and Mercurelli (2014); Pozzi and Wolswijk (2012); Berben and Jansen (2009); 
Worthington and Higgs (2010); De Guevara et al. (2007).  
In literature, there are also a number of studies that analyze the degree of integration of 
financial systems at international level: Morana (2008); Kenourgios and Padhi (2012); Fung 
(2009); Herrmann and Winkler (2009); Bruno et al. (2012); Heckelman and Mazumder (2013); 
Tam and Tam (2012); Wang and Moore (2012); Claeys et al. (2012); Chambet and Gibson (2008); 
Volosovych (2011); Frijns et al. (2012). 
A second criterion for the delimitation of studies on the integration of financial systems is the 
segment in the financial system under review. Thus, most of the studies in this segment 
investigate the integration of: (i) stock exchange - Dajcman et al. (2012); Morana (2008); 

                                                           
1 https://ec.europa.eu/info/business-economy-euro/banking-and-finance/financial-reforms-and-their-progress_en. 
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Kenourgios and Padhi (2012); Tam and Tam (2012); Chi et al. (2006); Kenourgios and Samitas 
(2011); Higson et al. (2013); (ii) bond market - Herwartz and Roestel (2011); Kiran (2012); Pozzi 
and Wolswijk (2012); Berben and Jansen (2009); Ji (2011); (iii) interest rates - Oplotnik et al. 
(2011); Claeys et al. (2012); Holmes et al. (2011); Arnold and Van Ewijk (2014); Rughoo and 
Sarantis (2012); Rughoo and Sarantis (2014). In addition, there are studies that also look at other 
segments of the financial system, such as the integration of CDS quotations (Wang and Moore, 
2012); the integration of the mortgage market (Stephens, 2000; Kim and Rous, 2012) or the 
integration of the insurance market (Apergis et al., 2012).  
In general, the number of studies investigating the integration of banking systems, with 
reference interest rates, is limited. From our knowledge, the most representative in this respect 
are: Sørensen and Werner (2006); De Guevara et al. (2007); Oplotnik et al. (2011); Rughoo and 
Sarantis (2012); Rughoo and Sarantis (2014); Arnold and van Ewijk (2014); Paries et al. 2014).  
As we can see, in the literature there is a significant number of studies investigating the 
integration of financial systems. In order to observe the objectives of these studies and the 
results obtained, we selected some of them and presented some descriptive elements in Table 1. 
In the analysis of the studies, we had as criteria the sample used, the method, and the main 
results.  
The results obtained in the studies in Table 1 are mixed. The differences between the results 
obtained are determined by the different time sample or the different methodologies applied. 
Thus, some studies indicate the integration of stock exchanges - Morana and Beltratti (2008), 
Fonseca (2008), Berben and Jansen (2009), Bruno et al. (2012), Wälti (2011), Büttner and Hayo 
(2011), Babetskii et al. (2008); Syllignakis and Kouretas (2010); Kenourgios and Samitas (2011). 
In other studies, the results show convergence for some stock exchanges and divergence for 
others -Guesmi and Nguyen (2014), Savva and Aslanidis (2010), Chambet and Gibson (2008). In 
the case of the bond market, most studies have indicated convergence (Kim et al., 2006; Berben 
and Jansen, 2009, Herwartz and Roestel, 2011, Volosovych, 2011, Kiran, 2012, Pozzi and 
Wolswijk, 2012). And in the case of interest rate convergence, the results are mixed. The high 
heterogeneity of financial system integration analysis and results can be seen in Table 1.  
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In the literature, there are other studies that have analyzed the integration of banking systems in 
the European Union with other benchmarks. For example, among others, Kılınç et al. (2017) 
investigated the integration of banking systems in the EU, having as criteria financial 
development and liquidity; Weill (2009); Casu and Girardone (2010) analyzed the integration of 
banking systems in the European Union with reference to the efficiency of commercial banks; 
Evans et al. (2008) analyzed the influence of regulations on the level of integration of the 
banking systems in the EU; Pérez et al. (2005) investigated the integration of banking systems, 
given the cross-border financial flows and the activity of foreign-owned banks.  

 
 
III. CONCLUSIONS 
In this study, we intend to identify the main studies in the literature that have as main objective 
the analysis of the integration of financial systems. The main prerequisites for this objective are 
related to the importance of integration, mainly and financial integration in particular to the 
realistic development of economies.  
The analysis carried out allowed us to identify a number of conclusions. Firstly, the number of 
studies analyzing the integration of financial systems is very high, which underlines the 
importance of the topic. Secondly, the investigated studies differ according to the criteria of the 
sample or the pillar of the analyzed financial system. Thirdly, the results of the studies are 
heterogeneous. Thus, on the one hand, integration of financial systems is indicated, and, on the 
other hand, a high degree of heterogeneity is integrated. In our opinion, the main explanation 
for the high heterogeneity of the results is related to the methodology, sample and period used. 
In these conclusions, we propose that, in a future study, we analyze the degree of financial 
integration in a sample of the Member States of the European Union.  
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