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Abstract
This case study deals with analysis of two of the public banks listed on London Stock Exchange doing business in the United Kingdom, namely TSB Group Holdings PLC compared with one of their main competitors in bank industry Standard Charted Bank PLC. This coursework aims to present critical review the liquidity level, the capital adequacy and asset quality over the last five years for TSB Bank and to be compared with the same kind of data for Standard Charted Bank PLC and which challenges the bank faces on a national and global scale. In the introduction part will be presented information for the main events from the history of the TSB PLC which will be necessary for analysing and reviewing the financial data from the reports and how these events reflect on the bank performance and bank positioning on banking market in United Kingdom. This review will be based on the data from annual financial reports of both banks. In this coursework will be critically reviewed various risks which the bank faces and will be analysed the strategies of reducing the strength of these risks. It’s also necessary to be critically reviewed the Efficient Market Hypothesis (EHM) and its adaptability to modern banking. For the purposes of this case study will be reviewed the role of bank regulators in preventing the future possible treats of financial crisis or financial system collapse. 
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Introduction

TSB Bank plc is a commercial and retail bank in the United Kingdom, which is controlled of the main holding Sabadell Group[footnoteRef:1]. TSB Bank has a network of 550 branches[footnoteRef:2] across United Kingdom, Scotland and Wales but actually since 1991 there’s no branches in Northern Ireland. TSB was launched in 2013.It’s headquartered in Edinburgh. The bank has more than 4.6 million customers with over £20 billion of customer deposits and loans. It was established from the existing business of Lloyds TSB Scotland plc, into which all branches of Cheltenham & Gloucester and a lot of  Lloyds TSB branches in Wales and England[footnoteRef:3] were transformed to TSB Bank plc. [1:  Banco Sabadell acquires 100% of TSB shares - Banco Sabadell". bancsabadell.com. Retrieved 17 July 2015.]  [2:  Current Accounts | Classic Plus Account | TSB Bank". www.tsb.co.uk. Retrieved 31 July 2017.]  [3:   Emma Simon (26 November 2012). "Millions of Lloyds customers told banking details to change". Daily Telegraph. Retrieved 16 March 2013.] 

As a result of new ruling of a European Commission in 2009 the British government purchased  43.4% stake in the group counted as state aid, it was necessary to have a divestment of TSB from Lloyds and evitable step for the bank to stay a part from UK banking industry sector. Due to the new ruling of the EC the group sell a part of its business. After this important step in June 2014[footnoteRef:4] TSB was listed on the London Stock Exchange following an IPO and was a constituent of the FTSE 250 Index. In March 2015 there had acquisition by the Spanish banking group Sabadell which was completed a few months later during the same year. After completing take over bid from Sabadell was formed new board of directors including Miguel Montes Guell and Tomas Varela.  [4:  TSB shares jump on trading debut and lift prospects for future Lloyds sell-off". The Guardian. 20 June 2014. Retrieved 20 June 2014.] 

In October 2015 The Spanish group Sabadell announced that the TSB name would be retained, as the group felt it was a "very powerful" brand with "traction" in United Kingdom, unlike the Sabadell, which is "virtually unknown" in United Kingdom[footnoteRef:5] and it would be more difficult for it to have strong presence on the competitive banking market on British territory. By the end of 2017 banking platform of TSB was migrated to a UK-based replica of Sabadell's Proteo platform[footnoteRef:6]. Although the migration of customer records was planned on 20 April 2018 a loss of mobile and internet banking services occurred for many of the customers for more than a week.[footnoteRef:7] Even there had some customers which reported that see not only balances of their accounts but also details from accounts of other customers due to capacity issues of the bank computers. As a result one million customers didn’t have access to some of the online banking services. The customers also had difficulties with payments particularly with mortgage and business accounts a month after that.  The crisis led to a wave of executive departures and has cost it more than £300m. There were also a lot of problems affecting the ability to transfer money and login to online services. Due to the IT failure On 4 September 2018 Pester resigned and Richard Meddings temporarily become executive chairman. Two months later was announced the new CEO of the bank Debbie Crosbie.  [5:   Emma Dunkley (4 October 2015). "Sabadell looks to TSB in UK growth strategy". Financial Times. Retrieved 17 January 2016.]  [6:   Andreasyan, Tanya (1 December 2017). "TSB unveils new banking tech platform, Proteo4UK". Fintech Futures. Retrieved 17 February 2018.]  [7:  "TSB customers rage as migration to Sabadell platform goes awry". Finextra.com. 23 April 2018. Retrieved 23 May 2018.] 

In 2019 TSB returned to profit which is shown in  table 1 below.
Tabl.1 
	TSB- Profit before taxation (management basis) TSB 2014-1st Quarter of 2019 in mln. £

	TSB 
	2014
	2015
	2016
	2017
	2018
	First quarter 2019

	
	133.7
	105.70
	177.70
	181.40
	(3.90)
	7.30



Tabl.2 
	Profit before taxation (statutory basis) TSB 2014-2018 in mln. £

	TSB
	2014
	2015
	2016
	2017
	2018

	
	170.20
	67.60
	182.00
	162.70
	(105.40)




Analysis of TSB Group Holdings PLC and comparison with Standard Charted bank PLC with a review and calculation of capital adequacy, the liquidity level and asset quality over 2014-2018
Capital adequacy is the statutory minimum reserves of capital which is required to be available for every financial institution or bank as a part of the financial regulation process. It is mandatory to have minimum reserves to absorb the maximum potential losses inherent in the bank, business, or insurance firm. It is measured in accordance with and TSB Group’s Internal Capital Adequacy Assessment Process (ICAAP) and regulatory requirements.
Capital adequacy can be measured with calculation of the capital adequacy ratio or capital to risk-weighted assets ratio, which shows financial strength of bank by using its assets and capital. It is very important indicator because in this way the depositors’ funds are protected from potential losses of the bank and the bank has enough buffer to absorb reasonable amount of losses before consequently lose the money of the depositors and to declare bankruptcy. Also builds up the stability and efficiency of financial systems worldwide by avoiding as much as possible the risk of banks to declare bankruptcy. If a bank or financial institution has a low CAR is considered that is unsafe and is not able to meet its financial duties.
The capital used to calculate CAR is divided into two tiers: TIER 1 and TIER 2.  
[bookmark: _GoBack]Tier-1 capital, which is composed of intangible assets, equity capital, audited revenue reserves and ordinary can absorb losses without a bank being forced to stop operating. In the event of liquidation Tier-2 capital can absorb unexpected losses and so provides a lower level of protection for the funds of depositors. This capital comprises general loss reserves which are unaudited reserves and unaudited retained earnings. In the event of a bank liquidation Tier 2 capital absorbs losses.
Bank’s capital adequacy ratio can be calculated if Tier 1 and Tier 2 are summed and divided by risk-weighted assets. These assets can be calculated by looking at loans of the bank, the risk is evaluated and then assigned a weight of it.
The Minimum Ratio of Capital to Risk-Weighted Assets
The minimum ratio of capital to risk-weighted assets is 8%[footnoteRef:8] and under Basel III is 10.5%. [footnoteRef:9] [8:  Basel II: the new capital framework (https://www.bis.org/bcbs/history.htm ]  [9:  https://www.investopedia.com/ask/answers/062515/what-minimum-capital-adequacy-ratio-must-be-attained-under-basel-iii.asp] 

Minimum capital adequacy ratios are very important because it help to the banks to be sure that have enough buffer to absorb an acceptable amount of losses before they bankrupt and consequently lose the funds of the  depositors.
Maintaining sufficient capital also optimises the value for the shareholder of the bank. 
In the next table is calculated and compared the capital adequacy for TSB PLC and Standard Charted Bank in mln. 
Table. 3
	Capital adequacy of TSB Bank (2014-2018) and Standard Charted Bank (2018)

	TSB 
	2014
	2015
	2016
	2017
	2018
	SCB 2018

	Tier 1
	1593
	1672,5
	1785,4
	1898,1
	1805,5
	43401

	Tier2
	384,3
	385,5
	383,9
	384,1
	390,6
	12295

	Risk Weighted Assets 
	6123,5
	9376,2
	9681,7
	9490,7
	9271
	258297

	Capital adequacy ratio
	0.322904
	0.219492
	0.224062
	0.240467
	0.23687
	0.215628

	Capital adequacy ratio in %
	32.29%
	21.94%
	22.41%
	24.05%
	23.69%
	21.56%



As it is obvious from the results capital adequacy ratio is high so TSB maintains strong capital base which supports the growth of the business and exceeds its regulatory requirements, including under stressed conditions. There are tests about business plans of TSB for capital adequacy using a range of macroeconomic stress scenarios which cover adverse economic conditions as well as other potential adverse developments. TSB PLC has an Recovery Plan  which is under review every year and approved by the Board of the Bank. It sets out a range of potential actions for mitigating stress conditions. From the provided results it’s clear that TSB PLC can meet its financial obligations without problems. Also the Board of the bank approves TSB Group’s risk appetite. TSB even can accumulate additional capital using profit retention and, if required, subject to market conditions, issue eligible capital instruments. 
In this part will be calculated and reviewed liquidity coverage ratio which can be received by dividing a bank's high-quality liquid assets (only those with a high potential to be converted quickly and easily into cash) by its total net cash flows, over a month stress period. There is a requirement for banks under Basel III to hold an amount of high-quality liquid assets that's sufficient to fund cash outflows during a 30-day period of liquidity stress. 
LCR requirement under Basel III are composed to ensure that banks maintain highly enough level of readily available, high-quality liquid assets, or HQLA, that can easily and quickly be converted into cash to cover any liquidity needs that might arise during 30 days.
The minimum LCR that banks must maintain under the new Basel III requirements are phased in beginning at 70% in 2016 and steadily increasing to 100% by 2019. 
Basel III Standards
After the financial crisis in 2008 Basel Committee on Banking Supervision provided new regulatory requirements for the banking sector all over the world, designed to ensure better financial stability for the global economy and banks. One of the most important changes rests on stricter standards for LCR.
TSB Group’s Treasury function manages TSB Group’s liquidity position centrally and it’s a crucial component of TSB’s liquidity management process.
Tabl.4 
	Liquidity Coverage Ratio of TSB Bank (2014-2018) and Standard Charted Bank (2018)

	TSB
	2014
	2015
	2016
	2017
	2018
	SCB 2018
	
	

	LCR
	-
	145.20%
	171%
	295.30%
	298.10%
	154%
	
	

	Minimum LCR required under Basel III
	-
	60%
	80%
	100%
	100%
	100%
	
	



As shown in table 4 above, it’s clear that TSB has much stronger position for LCR than SCB. For 2014 the information is missing because LCR was firstly required in 2015. TSB maintains such amount of highly liquid assets which is much greater than its net cash flow during 30 days stress period so in circumstances of financial crisis the bank will be able to cover its current financial obligations without to be necessary to raise external capital and Bank of England to implement corrective measures because the situation in the bank will be stable and won’t reflect on the financial system. The bank has enough capital during short-term liquidity stress conditions.
Actually one of the reasons for requirement of LCR from the Basel Committee on Banking Supervision was to instruct the banks to maintain high levels of fiscal solvency and to hold an amount of highly liquid assets to prevent them from lending high levels of short-term obligations and to fund cash outflows for period of 30 days. 
Asset quality is crucial in determining the credit risk which is associated with a particular asset such as investment or loan portfolios and reflects on the quantity of potential and existing risks. The first factor which affects overall asset quality is the quality of the loan portfolio and credit administration program. The greatest amount of risk to the bank’s capital comes from the loans which usually comprise most of bank's assets. The second factor that contain significant risks are the securities which may also comprise a huge % of the assets. Other factors which can impact asset quality are off- balance sheet transactions, other assets, a lesser extent, other real estate owned, cash and due from accounts, and fixed assets as well as premises. It’s crucial bank management to be able to determine and control credit risk.
The doubtful loans as very important part in a bank balance sheet are also significant problem which could have an impact on the creditworthiness of the bank. Asset quality ratio is very important indicator in circumstances of financial crisis because if the total assets of the bank had lost their value and bank accumulated too many deteriorated loans that means the bank will become unable to pay off its short-term debts. 
Tabl.5  
	TSB Asset quality ratio (2014-2018) and comparison with SCB 2018 in mln.£

	TSB
	2014
	2015
	2016
	2017
	2018
	SCB 2018
	
	

	Loan impairment charge 
	97.60
	82.20
	87.30
	77.80
	73.30
	740
	
	

	Total Assets
	27171.40
	31618.00
	37195.70
	42525.50
	41124.30
	688762
	
	

	Asset quality ratio 
	0.35
	0.25
	0.23
	0.18
	0.17
	1.0743
	
	



From the provided data can be seen that in the period 2014-2018 AQR for TSB decreased gradually with 0.18% which is bad indication for the bank. In 2014 as it was expected impairment charges have decreased as a result of improved economic conditions, including reduced unemployment and rising house prices. In the next year the impairment charge decreased by 15.7% to 82.3 million pounds which leaded to decreasing in asset quality ratio to 0.25.  As a result of supported favourable economic conditions there had an upgrade in portfolio quality. In 2015 impairment charges on the secured portfolio also remained at low levels.
During 2016 it increased by 6.1% to £87.3 million which reflected on the impact of impairment losses incurred in TSB’s Loans portfolio for the year. Due partially again to sustained favourable economic conditions the franchise personal unsecured portfolio decreased by 5.4% which was in part offset by an increase in the secured impairment charge in 2016 increasing provision coverage levels.
As a result of an improved outlook and UK house prices in 2016, during 2017 the impairment charge decreased by 10.9% to £77.8 million which leaded to expected reduction recovery rates from unsecured products. In 2018 the impairment charge decreased to £73.3 million as a result of decreasing in UK unemployment, a downward revision to unsecured recovery valuations and a revised outlook for house prices in 2017. 
In 2018 Standard Charted Bank’s performance related with asset quality shows improvement as a result of focusing on higher quality origination within a more granular risk appetite to further strengthen its risk position. Credit impairment of $740m was 38% lower with significant improvements in CIB and RB.
Review of the various risks the bank faces and strategies of mitigating the risks
In this part of the coursework will be critically reviewed the risks which the bank faces and what strategies could be used for mitigating the risks. 
TSB bank meets these risks: 
Credit risk, operational risk, financial risk and conduct risk. 
The biggest risk for TSB and for every other bank is the credit risk. It the risk of default of   possible losses for the bank resulting from a borrower's failure to make required payments for the loan in accordance with agreed conditions. The most important goal of the control over credit risk is to maximise a bank's risk-adjusted rate of return by maintaining credit risk exposure within acceptable parameters.
TSB follows decision making systems and processes geared to provide reasonable lending to its customers. The evaluation of customer’s trustiness is based on circumstances of individuals and their needs at the time of applying for a loan. In this way it helps to clients to borrow reasonable amounts and limits the risks to have non-performing loans. 
Also there are bank measures to prevent the bank and its clients from overreaching their ability to manage their borrowing like loan-to-income ratios, credit concentration limits and loan-to-value thresholds. 
If there are circumstances when the customers have difficulties to pay off their borrowing TSB works with them to improve their situation by offering various kind of support and treatment strategies. 
To minimize the credit risk TSB also monitors economic assesses and developments to impact on credit impairment losses from different forecast economic circumstances. 
TSB effectively and carefully manages its exposure to wholesale credit risk using strict external counterparty credit quality thresholds like monitoring the rating of counterparties. 
The credit risk couldn’t be fully avoided but if these strategies are followed it could be significantly minimized: carefully check of the credit’s record of the new applicants for loan; discussing the loan terms with the applicants in details before extending the credit so they are able to fully understand what are the conditions and consequences of non-performing loans; Also this will be helpful for the loan specialists to gauge client’s attitude to credit and ensure that the applicants fully understand what are their financial obligations after signing the loan contract and what is expected from them. It’s also very important to be established credit limits for new customers: for this purpose can be used credit agency reports, bank reports, audited financial statements and all this information to be carefully checked and reviewed before offering loan conditions to the customer. Other way of minimizing the risk of disputes and non-performing loans is well-worded sales agreement with comprehensive terms of credit. It’s also to be used credit risk insurance which can protect the bank of non-payment, breach of contract, contract cancelation, expropriation etc. Using of factoring is another way of mitigating the risk- selling the contact to factoring company for its cash value minus discount. In this way the bank shouldn’t have to receive back the money because receives it immediately. And the client will have to pay to this third part company instead of the bank. According the statistics the chances of collecting the money on a delinquent account are highest in the first 90 days after the due date so the bank should develop a standard process for handling overdue accounts.
financial risk.
 Financial risk is a term that can apply to businesses, individual, the financial market as a whole, and government entities. This risk is possibility or danger that investors, shareholders or other financial stakeholders will lose money as a result of a company's cash flow will prove inadequate to meet its obligations, investing in highly speculative investments etc. 
[bookmark: _Hlk17102789]TSB uses its capital efficiently and effectively to fuel the growth of the bank whilst remain solvent and in all reasonable scenarios. One of the tools for managing the market risk from changes in prices of financial instruments in under stressed circumstances to both long term economic value and short-term earnings. Also as part of financial risk philosophy of the bank is minimizing the risk through robust model governance with annually approving of material risk models ensuring model actions are closed in appropriate monitor model performance and timeframes. The financial risk management of the bank includes a few main points. On a regular base the bank makes stress tests including ICAAP assessment of the adequacy of the bank’s capital, and regulatory change impact assessments which aims to ensure that the banks has sufficient capital for continuing its growth. From liquidity bank perspective TSB has diverse and stable funding profile. It undertakes ILAAP assessment of the funding resources, liquidity and adequacy and retains sufficient liquidity to meet its financial obligations as they fall due and uses wholesale funding facilities.  For managing interest rate risk the bank uses derivative financial instruments which are monitored on a regular base. The financial risk could be mitigated with very good diversification of portfolio investments, avoiding investment in high risky speculative instruments, control over loans, regular monitoring of the investment portfolio and loans, very good cooperation with reliable factoring company, flexibility in cases with non-performing loans: to be found the best decision for the customer to change the conditions for the loan to be able to re-pay its financial obligations on time, Insurances for the loans, maintaining excellent bank reputation.
[bookmark: _Hlk17102866]operational risk
 This risk is defined by the Basel Committee on Banking Supervision 1 as the risk of loss resulting from inadequate or failed internal processes, people and systems or from external events. This definition includes legal risk and doesn’t include reputational and strategic risk. Also the operational risks are potential sources of losses as a result of external events, personnel, procedures and systems. Operational risks arise from numerous areas within and outside of a bank. Examples of personnel-based operational risks include: Poorly trained employees. 
[bookmark: _Hlk17102931]The situation with the bank during the implementing the IT migration process and the IT failure is an excellent textbook example how operational risks can reflect on reputation of the bank and the bank performance as whole and  what happens when a programme fails to identify and manage its key risks in effective way. As a result of total IT failure from the IT migration of the bank 1.5 billion TSB customer record from one computer platform to another is the latest in a long line of large scale.
The most serious short to medium term consequences for TSB from the IT failure are connected with the Financial Conduct Authority and Prudential Regulation Authority which had to begin investigations into the IT failures at TSB. Because of the data breaches which have occurred due to the crisis the Information Commissioner’s Office starts investigation and The bank is also likely to be investigated, and potentially fined, by the Information Commissioner’s Office for the data breaches which have occurred as a result of the crisis. Many customers are considering their future with the bank and 80000 customers switched their bank account to other suppliers. It’s likely that TSB may have breached the new GDPR legislation by sending some customers’ apology letters to the wrong address.According the full financial report of the bank the full cost of this IT failure is £330 million loss which also included fraud, foregone income, customer compensation and additional resources. There also have been reports of fraudsters taking advantage of the IT meltdown, with hundreds of reported instances of fraud against TSB customers.Operational risk can be mitigated in the future if the bank starts to operate on more modern and coherent IT platform and if identify and prevent new threats and attacks almost daily and to ensure customer’s banking experience as safe as possible. Also is very important to identify and respond as quickly as possible to customer’s issues as it’s unacceptable to respond on a customer’s complaint after 4 months. For next IT migration it’s necessary to ensure sufficient budget and time for preparation as planned which would minimise the chances of similar IT failures occurring in the future. 
[bookmark: _Hlk17103370][bookmark: _Hlk15125912]The next risk that will be discussed is Conduct risk. According FSA, 2011 conduct riskris any action of an individual bank [or any other financial institution] that leads to customer detriment or negatively impacts market stability.’[footnoteRef:10] ‘the risk that firm behaviour will result in poor outcomes for customers’. The objective of the bank is to have customer focused culture and a strong conduct. The systems of reporting and controls, and governance support fair customer outcomes and Partner reward are designed to maintain regulatory standards and market integrity.  The sales practices and post sales serving as well as the product design ensure that the bank products and services should meet customer expectations and needs and deliver a fair exchange of value which are straightforward and transparent. The conduct risk can be mitigated with no showing tolerance for systemic conduct failings in any area. It's necessary to have strong monitoring and management over the product design, services and channels to ensure consistent standards of customer’s treatment as well as regular outcome testing, maintaining a suite of policies and procedures to ensure keeping the standards high, identifying of potentially vulnerable customers at an early stage and providing them with appropriate assistance so that their personal circumstances are considered throughout their interaction with the bank. It’s crucial to have regular education and awareness programme to ensure that roles and responsibilities are properly understood and preventing of financial crime like bribery, money laundering and corruption through the branch network, intermediaries and third part suppliers. It shouldn’t be neglected and anti-bribery policy which applies to all TSB Partners and third parties who conduct business on behalf of TSB and maintaining compliance with legislation and regulation by establishing plans to comply pm a timely basis and by ongoing monitoring of regulatory developments. [10:  [Philip Cooper, BBA Conduct Risk Seminar, Sept 2012] ] 

Review of the Efficient Market Hypothesis (EMH) and its relevance to modern banking

The Efficient Market Hypothesis, or EMH, is an investment theory according which is impossible the share prices reflect all information and consistent alpha generation because neither fundamental nor technical analysis can produce risk-adjusted excess returns, or alpha, consistently and only inside information can result in outsized risk-adjusted returns.
Theoretically according EMH stocks always trade at their fair value on stock exchanges, making it impossible for investors to sell stocks for inflated prices or either purchase undervalued stocks. Also the only way an investor can hypothetically obtain higher returns is by purchasing riskier investments. As such, it should be impossible to outperform the overall market through market timing or expert stock selection.
Although it is a essential part of the modern financial theory there are a lot of disputes about it. From one side there’s an argument that doesn’t have sense to try to predict trends in the market through either fundamental or technical analysis or to search for undervalued stocks.
According the other academic point of view in support of EMH, an equal amount of disunity also exists. Good example for that are investors such as Warren Buffett who disapproves the theory that is impossible to consistently beat the market over long periods of time. Critics of the EMH also point to events such as the stock market crash in 1987, when the Dow Jones Industrial Average(DJIA) went down to over  20 % in a single day, as evidence that there can have a serious variation between stock prices and their fair values.
Also according defenders of the EMH due to the randomness of the market the investors should invest in a passive low-cost portfolio to avoid the risk of financial losses if make riskier investments.
In the context of modern banking it seems that the fundamental and technical analyses couldn’t be fully used in taking investment decisions because without inside information (which is illegally to be given and used) share prices couldn’t be fully predicted based only on the traditional concepts and it could lead to losing of money. The best decision is very good diversification and management of the investment portfolio of the bank in low-risk investments and investments with higher risk but expectable good profit and with reasonable amounts.
There are 3 three different degrees of EMH: weak form, semi-strong and strong form of efficiency. 
According to the weak form of market efficiency which is an element of EMH the historical volume, movements, prices and earnings data do not affect a stock's price and can't be used for the prediction of future prices and direction of the market (bearish or bullish). The followers of this form support the thesis that it should be used fundamental analysis. 
Unlike this form efficiency, according the other forms the past, present and future information affects stock price movements to varying degrees.
According the semi-strong form efficiency the security prices have factored in publicly- available market and as a result adjust quickly to newly available information. It is also considered the most practical of all EMH hypotheses but is unable to explain the context for  nonpublic and material information. Actually neither technical nor fundamental analysis can be practically used to achieve good gains and suggests that only material, non-public information would benefit investors seeking to earn higher return on their investments.
According the American economist Eugene Fama in a liquid market and at any given time, security prices fully reflect all available information. 
The strongest version of market efficiency is strong form efficiency. It is the opposite of weak form efficiency and states that all private or public information in an overall market is accounted for in a stock's price. Followers of strong form efficiency believe that even insider information cannot give an investor an advantage in taking investment decision. According this efficiency form the securities prices and, therefore, the market is not random and are influenced by past events and have no effect on current price movements and security prices. 
 If the banks take massive risky positions in a competitive market which is financed with extraordinary leverage, they are bound to have enormous losses in the future—no matter how venerable and large they are. Because it’s not possible with market efficiency to be predicted if there will be no spectacular failures of investment banks or large banks. 
The theory of EMH makes no statements whatsoever about the “supply side” of the information market: about how much information is available and if it’s reliable, whether it comes from statements or accounting reports by government statistical releases or managers, the frequency of extreme events, how continuous it is, and so on. EMH addresses only the demand side of the market and says only that, given the supply of information, investors will trade on it until in equilibrium there are no further gains from trading but it’s not effective about the shapes of return distributions and its evolution over the time.
Much of the huge losses by investment banks and banks in 2007-2008 came in their property portfolios and trading desks as a result of their wrong strategies and very existence were premised on making money from market mispricing. Investors who poured money into the, stock market, other asset markets and property markets in the previous years while the “bubbles” passively believed that prices would continue to rise, with the implication that current prices were incorrect. But if more banks, investors, speculators and homeowners had indeed viewed current asset prices as correct, they might not have bid them up to the same extent they did, and as a result the current crisis might have been prevented.


The role of regulators in averting the future banking financial crisis or financial system failure.
Financial crisis is any of a broad variety of circumstances such as stock market crashes, banking panics, recessions, bursting of other financial speculative bubbles, sovereign defaults and currency crises in which some financial assets suddenly loose a large part of their nominal value which leads to losing of a large amount of capital for the banks and the other companies from the financial sector. Although there are regulations which aim to prevent financial crisis it’s a fact that it continues to occur periodically. Some financial crises occurred as a result of weak regulation and have led to changes in regulation in order to repeat or avoid. Other possible reason for it is excessive regulation. Another regulatory mechanism is making sure financial institutions have enough assets to meet their contractual obligations, through reserve requirements, other limits on leverage and capital requirements. Particularly, the Basel II Accord has been analysed for requiring banks to increase their capital reserves when risks rise, which might cause them to decrease lending precisely when capital is scarce, potentially aggravating a financial crisis.[footnoteRef:11] Bank regulations play crucial role of preventing banking financial crisis and it’s mandatory to have strong regulator’s mechanisms to prevent it. For example credit risk is increasing due to accumulated risk in loan portfolios although the credit quality remains strong. It’s a fact that without bank regulations the rapidly increasing of house prices and the availability of easy loan make many customers to borrow such amounts of credit which they can’t afford to pay off. It’s necessary to have strong control and monitoring over bank loan lending especially when it is about long term loans which should be based on regulations about potential threats and risks on national and global economy scale. The role of the regulators is to write requirements, guidelines and restrictions about acceptable level of bank lending and to create market transparency between the corporations, individuals and banking institutions with whom they conduct business, among other things. [11:  Gordy MB and Howells B (2004), 'Procyclicality in Basel II: can we treat the disease without killing the patient?' Archived 18 December 2008 at the Wayback Machine] 

The financial crisis strongly decimates the banking industry. As a result a lot of the banks become bankrupt, others are forced into mergers with stronger partners and also others had to receive government’s funds to survive. Dividends are slashed and a large number of investors lose part or all of their money and the common stocks of banks and their preferred stocks get crushed.
Many people consider that the main reason for this in 2008 the housing bubble burst but actually the problem is deeper. Part of the problem was a liquidity issue due to “mark to market” accounting required by the government and part was the number of bad mortgage loans banks held on their books and part was a liquidity issue due to “mark to market” accounting required by the government.
It’s very important for the shareholders and investors to take their lessons from the past financial crisis and to diversify their portfolios optimally, not only to have their investments in bank stocks because they are paying such high dividends.
The regulators should make regular supervision of the banks and also it should be found optimally ratio about capital requirement and money for lending to the customers and companies so in circumstances of financial crisis to have set aside sufficient capital to cover unexpected losses and keep themselves solvent. 
The regulators should give clear instructions about the requirements when companies have attracted depositors which could make false claims about their investment strategies or have defalcated the resulting income. 



Conclusion
According the analysis of TSB bank it could be concluded that TSB needs to make a lot of changes in preventing the main risks for the bank and to restore its damaged reputation due to the IT failure in 2018 such as improving the online bank services, improving customer services in the brunches, to ensure the customers that their personal data is fully secured, to ensure that in circumstances of future IT migration would have sufficient time and budget to do it rapidly and successfully and that learnt the lessons from the previous one which costed a lot of capital and thousands of lost customers which decided to switch away to other providers. Also TSB as well as SCB fully covered the minimum and maintain sufficient level of capital adequacy, keeps good liquidity level and has very good asset quality so responds adequately to the requirements of the bank regulators. Based on the information of the annual financial reports and key financial performance for the last 5 years it could be confirmed that TSB returns to profit and it’s expected to continue growing up in the next years and the share price it’s expecting to increase in the future which would make very good profit for the investors.
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Formulas:
Asset quality ratio=Loan impairment charges/ Total assets
Capital adequacy ratio= Tier 1+Tier 2/Risk weighted assets
Liquidity Coverage ratio = High quality liquid asset amount (HQLA)​/ Total net cash flow amount 









