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Why does it matter?

financial stability

necessity of balance between regulation and free
market forces

information quality in financial statements, reports

contribution to Basel Accords (banks) and accounting
standards

information channel quality (web quality and use of
social media)

relationships of macro and firm-level data with e-transparency
disclosure
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Transparency International. a characteristic of institutions that are open in
the clear disclosure of information, rules, plans, processes and
actions (corporate transparency).

BIS:

e a process by which information about existing conditions, decisions
and actions is made accessible, visible and understandable;

* public disclosure of reliable and timely information that enables
users of that information to make an accurate assessment of a bank’s
financial condition and performance, business activities, risk profile and
risk management practices.

E-transparency holds all the characteristics of transparency defined
above plus the use of information and communication
technologies (ICTs), for examlpe, internet as information provision
channel (internet information disclosure). 3
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Availability of obligatory or voluntary information does
not mean transparency:.

« large amount of unstructured information leads to
confusion and mislead rather than to transparency;

 lack of information or partly information and large
amount of raw information — leads to situation of
asymmetric information, when one party is more
informed than the other;

« two main problems: adverse selection (before the
transaction) and moral hazard (after transaction).

BIS, Transparency International; Nier, Baumann, 2006; Tadesse,
2006; Allenspach, 2009; Granja, 2013. 4



Innovation for Financial Services
Montreéal, 16 & 17 October 2014

s F|nanC|aI stablllty o

Tru st

o Socially optimal disclosure
s o Accountability / Engagement

. . . i,

Complete
Consistent
Comparable
Visible
Timely
Accessible
Secure
Maintained

‘Understandable}

' Verifiable

Eontent Channel

B L L LY

E-TRANSPARENCY OF FINANCE INSTITUTIONS

LRSS LRSS LRSS LRSS LRSS LRSS

Ay

5 F
[ .

¥

Ginta Railiene. E-transparency of finance institutions: the case of Lithuanian credit providers



a)

Innovation for Financial Services
Montréal, 16 & 17 October 2014

in order to reach the target of socially optimal
disclosure, the engagement of stakeholders into
improving e-transparency of finance institutions is
crucial, and

transparency, as well as e-transparency, is mostly
important because it helps to build trust, and trust is a
basis not only for transactions, but for engagement of
stakeholders as well.



Innovation for Financial Services
Montréal, 16 & 17 October 2014

E-transparency criteria are developed taking into account:

« content. requirements in Basel accords, accounting
standards, public disclosure requirements;

 channel quality. web quality models, e-service quality
models (as E-S-Qual);

« social media: as channels for corporate dialogue,
multidirectional flows.

The measurement of e-transparency follows the idea of Hearn, Foth,
Gray (2009, p. 56), that three layers of the new media
communicative ecology — social, content and technology — are
co-evolving and mutually enabling.
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Methodology. Banks -~ S

Disclosure of obligatory information:

Quarterly disclosure, content (7 criteria)

Timing (1 criteria)
Capital adequacy (7 criteria)
Credit risk (13 criteria)

Trading book (3 criteria)

Operational risk and concentration (7 criteria)

Ownership and management (21 criteria)
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Methodology. Banks

Appearance on Internet site:

General information (13 criteria)

Ownership and board information (10 criteria)

Financial information (5 criteria)

Web technologies (14 criteria)

Social media (7 criteria)
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Methodology. Credit Unions

- General information (11 criteria)

n Specialised information (17 criteria)

n Web technologies (15 criteria)

n Social media (10 criteria)
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Profile of Lithuanian banks

7 banks:
I I v S '+ P
EUR min. EUR | ROA % ROE %
2013 [Mean 2590 0,7% 4,2%
1521 3 0,5% 3,8%
119 0.6  -0,5% -10,2%
6837 163 2,9% 17,2%
Total 18130 246  1,4%* 10,8%*
6,4%  57,6%  48,1% 40,8%

Note: *calculated using total values.

Concentration: two largest bankamountin 69 %of totalassets
threelargest- in 88 %.
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Profile of CUs in Lithuania

Assets, Loans,
No of thous.| thous.
CUs EUR EUR

2013 Mean - 7.615 3.430

© 4396 2.102
- 550% 12
~ 33183 15078

75 571.159 253.814
2012 77  595.392 325.216

Change over year, total, % 41% -22.0%

Note *CU that started activities at the end of 2013 wasaminted; **decrease in losses.
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Deposits | Profit/loss
thous. thous.
EUR EUR

6.722
3.851
499
30.739
497.432
527.694
-5,7%

-0,5

-2,0

-929

570

SOl

-17.414
-99,89%%™
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E-transparency of banks:
« contributes to legal requirements,

» voluntary presentation of data is mostly related to the size of the
bank, performance measures are not much indicative;

* innovativeness is valued as average compared to IT possibilities, as
it is provided in simplest ways (although in prominent place).

E-transparency of CUs:

« E-transparency culture is under development, as the use of ICTs in
remote regions is limited by majority of CU clients, and because of

the nature of CUs — small unions acting on cooperation principles
with limited financial resources.

 The use of IT potential and innovations is a challenge for CUs in the
nearest future.
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