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1. Introduction 

This report would present financial analyses of three of the UK main bank institutions, so as to create a better understanding of their financial performance. It would be structured in three parts, where the first one would present both the sustainability and the banks’ regulations. The second part would pay a detailed attention to the regulatory capital level, the liquidity and efficiency, and their impact on lending. The third section would make a comprehensive evaluation of the influence that the regulatory capital has on profitability as well as assess the banks’ risks and mitigation strategies. The literature and evaluations used throughout this report would generate a thorough awareness of the banks’ intermediation role.  


2. [bookmark: _Hlk41342854]Sustainability  

Sustainability is the meeting of the present-day needs in a way that does not undermine forthcoming welfare. (Thiele, 2013)  The financial sector is related to the environmental sustainability in a few ways. Firstly, as banking institution providing investment's capital to firms. Secondly, as producers of financial instruments that can support sustainable growth by delivering 'energy-saving' or green investment funds. Another way is as stakeholders involved in keeping corporations from adopting unacceptably high environmental risks and finally, as polluters themselves. (Sohn, 2003) 
To expand on this topic, it could be said that the sustainability is becoming extremely valuable across all industries, in all sectors. 62 per cent of the enterprises perceive a sustainability development strategy to be competitive in the year 2016 and another 22 per cent assume that it would be crucial in the future. (Haanaes, 2016) The goal of creating and enforcing sustainable development is to create an effective relation between growth in economic aspect (the economy, technology modernisation, etc.), ecological aspect (natural resource usage, reducing the pollution and waste, etc.) and social aspect (living standards, public health improvement, etc.) as presented in the graph below. (Munitlak-Ivanovic, et al., 2017) 

Interrelationship between social, environmental, and economic aspect in the concept of sustainable development
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(Munitlak-Ivanovic, et al., 2017)

Banking regulators across the world are getting organised and are incorporating new policies. The UK is one of the pioneers, and a founding partner of the Network for Greening the Financial System (NGFS). This is a team of 54 central banks and regulators that are managing the policies and their implementation. The policies, which have emerged so far, are aligned with the Basel framework. (Fisher, 2020) 
The UK's four main banking institutions are Barclays Plc., Lloyds Banking Group Plc., HSBC Holding Plc., and The Royal Bank of Scotland Plc. This report would focus on the examples of three of them, in order to be kept up to date; HSBC, was established in 1865, Lloyds was founded in 1765 and Barclays is one of the oldest banks formed in 1690.  (Connelly, 2020) 
HSBC bank has published five sustainable finance commitments in 2017. The first one was to provide and facilitate $100bn for sustainable financing by the end of 2025. In 2019 HSBC had $52.4bn cumulative progress. Secondly, to provide 100% of its energy from sustainable sources by 2030 and by 2020 the company managed to achieve energy reduction of 1.4MWh/FTE. Moreover, in 2019 the company also trained over 800 employees on climate risk to improve engagement with customers. It has also completed more than 5,300 sustainability training modules in 2019, a 41% rise since the year 2018. (HSBC, 2019)  
A significant activity towards the sustainability is the publishing of 45 reports and articles on HSBC’s Centre of Sustainable Finance in 2019. The organisation’s aim is to always work along with its supply chain members on sustainability. It also applies Environmental, Social and Governance (ESG) metrics and targets in order to make its business and its consumers, more environmentally sustainable. (HSBC, 2019)  
Lloyds bank recognises its obligation to work towards some of the social, environmental, and economic challenges that the Unified Kingdom has been facing. The company has been Helping British Prosper for the past 250 years. Since the United Kingdom is dedicated to the plan of sustainable low carbon forthcoming, the transition process to a more sustainable, low-carbon economy is in significant importance for Lloyds bank, as the company has a unique position within the UK economy. Following the goals of the UK Government’s Clean Growth Strategy and the Paris Agreement from 2015, Lloyds bank is supporting the Taskforce on Climate-Related Financial Disclosure (TCFD) framework as well as the renewable energy plans. It also contributes to the impressive sustainability initiatives taken by The Climate Group’s, its goal is to speed up the switch to a low carbon economy, enhance energy productivity and to convert to electric vehicles. Lloyds bank is one of the first companies worldwide to commit to it. (Lloyds, 2019)
Since 2009, Lloyds bank reduced emissions by 63 per cent. It also made a significant contribution in green financing worth more than £ 4.9 billion since 2016, for a range of activities, including decreasing the pollution, increasing the electricity efficiency , reducing the waste, boosting the water efficiency, and financing the low carbon transport and energy sustainability. The company has been providing funding for more than 40 renewable energy projects, including supporting projects such as the Neart na Gaoithe offshore wind farm. It will provide UK motor finance including loans and advances for low emission vehicles as well. (Lloyds, 2019) 
Barclays bank takes part in several sustainability and human rights forums as well as both global and local industry initiatives. The company has made an engagement directly via Barclays’ Sustainability and Environmental, Social and Governance (ESG) teams. The company is supporting its consumers in the transition to a low-carbon economy and provides responsible financing for businesses in sensitive energy sectors. Barclays is managing its broader social and environmental influence in order to support sustainability. The enterprise also employs a variety of initiatives containing publication of its Energy & Climate Change and Forestry and Palm Oil Statements, sustained increase in green finance products and additional commitment on ESG with investors and stakeholders. Barclays has deployed funds for chosen social and environmental segments, specifically £28.5 billion in 2018 and £34.8 billion in 2019. (Barclays, 2019)
Sustainability-linked loans, which could be related to a range of different social and environmental performance metrics, have risen to £3.1bn. These loans increased doubly year after year as more customers are integrating sustainable system of measurements into their loans facilities. The financing associated with the environmental sustainability increased by 45% in 2019, where a total of £7.8bn were provided. The company is also active in underwriting Green and Sustainability Bond issuance. Barclays supports the Paris Agreement's objectives and acknowledges the part that banks have to play in supporting the transition to a low-carbon economy.  This can be achieved by effective control of climate-related risk within its portfolio. (Barclays, 2019) 
Furthermore, an important question nowadays is would the incorporation of social and environmental parameters as well as sustainability parameters into commercial credit risk assessment procedures generate a benefit for lenders and would it strengthen the credit risk prediction's validity? Some analyses have shown a relation between sustainability performance of commercial borrowers and credit risks. For example, banks would have the ability to avoid credit defaults by considering the sustainability issues. Additionally, the banks would have the opportunity to provide commercial credits to sustainability leaders. (Weber, et al., 2015)

The idea behind the sustainable green banking is the integration of operational advancements, technology improvements and adjustments in the consumer's existing habits into more environmentally friendly manners. Deployment of greener financial practices would not only be environmentally beneficial, but would also lead to improved operational efficiencies, a reduced exposure to manual errors and fraud, and lower costs of banking operations.  (Biswas, 2011)
Empirical evidence revealed the importance of sustainability and environmental initiation in Bangladeshi banks' commercial credit risk management process. Also, it suggested that the predictive validity of the credit rating process could be improved by sustainability criteria. It concluded that the sustainability a potential borrower demonstrates, affects their creditworthiness. Thus, lenders would gain from the implementation of credit risk evaluation models that incorporate sustainability risks. (Weber, et al., 2015) 
Regarding the rapid growth of the green economy, the concept of sustainability and social responsibility extended to the accumulation of different forms of green finance. (Munitlak-Ivanovic, et al., 2017) What is more, savings from investors are channelled through the financial system to the individuals in need of funding. Some lenders would give out loans directly to the borrowers, i.e. treasury securities, however, the banking system is usually used for the intermediation of the credit financing. (Adrian & Shin, 2010) To sum this up, it could be said that these three UK banks are considering the sustainability while playing their financial intermediation role. 


3. Banking regulations 

Many countries, noticeably the UK, have established integrated supervisory authorities for the banking industry.  In 1989, the G10 countries coordinated their Solvency Regulations. The Basel Accord was designed by the Basel Committee of Banking Supervision and it was afterward implemented at national levels by many countries. (Rochet, 2008) In an attempt to strengthen the efficiency of the banking industry to cope with financial uncertainty, enhance risk control, and encourage openness, the Basel 3 has been built on the bases of the Basel 1 and Basel 2 documents. (Bloomenthal, 2020) 
There are three pillars of banking regulation. The first one is Pillar I: Minimum capital requirements for everybody. Followed by Pillar II: Supervisory intervention and capital requirements for risks not covered in Pillar I, and last but not least Pillar III: Market discipline through disclosure. (Fisher, 2020)
The lack of coordination in the processes of the developing, executing and applying rules and standards in the relationship between the banking regulation and environmental policy, could be considered as a significant problem. (Kern, 2015)

Countries with significant instances of initiatives to reflect environmental risks in banking regulation and policy. 
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(Kern, 2015) 
The financial policy and regulation should take into consideration and be coordinated with those related with the environment. By doing so, both the understanding and goals of each area could be shared between the appropriate parties. (Kern, 2015) It is important to be noted that ‘’bank regulation neither prevented the emergence of too-big-to-fail (TBTF) institutions nor provided sufficient guidance for their orderly resolution when they went into financial distress.’’ (Fullenkamp & Rochon, 2017)  
Additionally, there are two main banking regulators in the United Kingdom – The Prudential Regulation Authority and The Financial Conduct Authority.  (Holt, 2020)


4. The regulatory capital level, liquidity level and efficiency

Table 1. Correlation 
	 
	Tier 1
	LCR
	CIR
	Lending
	Return on Equity

	Tier 1
	1
	 
	 
	 
	 

	LCR
	0.38713
	1
	 
	 
	 

	CIR
	-0.59401
	0.38822
	1
	 
	 

	Lending
	-0.15904
	-0.50303
	-0.21157
	1
	 

	Return on Equity
	0.02566
	-0.16733
	-0.16917
	0.659706
	1


Source: Annual Financial Reports of HSBC, Lloyds and Barclays banks, based on author’s calculations.

The correlation between Tier 1 capital Ratio, Liquidity-Coverage Ratio (LCR), Cost-Income Ratio (CIR), Lending ratio and Return-on-Equity Ratio is presented on the table above in order for the following analyses to be thorough. This table represents the association between these variables and its strength. 


Table 2. The main regression measurements 
	R Square
	0.8033767
	

	
	 
	

	Significance F
	0.0015000
	

	 
	 
	

	 
	Coefficients
	P-value

	Intercept
	11.531
	0.000

	LCR
	4.292
	0.002

	CIR
	-6.819
	0.000

	Lending
	0.302
	0.810

	Return on Equity
	0.739
	0.867


Source: Annual Financial Reports of HSBC, Lloyds and Barclays banks, based on author’s calculations.

The table above exemplifies the main regression measurement in order to estimate Tier 1 capital on the basis of the other four variables and to predict the outcome of their relationship. 
The information provided in both tables would be used throughout this report. Furthermore, it would be considering the banks’ intermediation role, where financial intermediation is comprised of mobilizing the excess funds or those from surplus units and giving them out as lending. (Lartey, et al., 2013) 


4.1. The regulatory capital level and its impact on lending 

The global financial crisis revealed the problems which suggested that there would be considerable changes to the regulations of the bank capital. (Fullenkamp & Rochon, 2017) What is more, regulators have been increasing their focus on banking institutions' capital adequacy to improve the financial system's stability.  (Rime, 2001) 
The risk-based capital requirements are a significant part of the current Basel Framework. (BCBS, 2019) The current Basel framework is sometimes referred as Basel 4, even though the official version is an updated Basel 3, which complement the initial one.

   The evolution of the Basel framework- Are the regulations back to where they started?
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(Phua, 2019)

Phua (2019) argued that the banking regulations are going back to Basel 1, as presented on the graph above. If so, how is that going to reflect the banks’ security? According to Rime (2001) if banks are having more capital and reduced risk, the result would simply be a reduction in the probability of default for the bank. Having that in mind, the question that could be risen is, is it clever for banks to neglect their risk’s reducing measurements?  Rime (2001) also stated that the growing trust of regulations on capital requirements creates the question - do banks act in response to the capital requirements? 
Banks have two major capital silos, which vary descriptively from each other. - Tier 1 and Tier 2. The calculation of the total amount of a bank’s capital, is presented as added the two tiers together. The lowest required total capital ratio is 12.9, where a 10.5 is the percentage for the ratio of Tier 1 under Basel 3 (Bloomenthal, 2020) This report would concentrate on Tier 1 capital. It is used to determine the regulatory capital requirements. This ratio is a percentage of the total equity capital of a bank to its risk-weighted assets. (Oino, 2018) Banks could react on changes not only by rising equity, but also by decreasing risk-weighted assets. (Juelsrud & Wold, 2020) 
During the crisis period, bank capital level Tier 1 was crucial to continuous bank lending. In developing countries, the positive effect of Tier 1 capital on bank lending during the crisis has been particularly pronounced. High-quality financial capital in periods of recession serves as a strategic edge for a firm. (Košak, et al., 2015) Furthermore, bank capital rises the capacity to increase uninsured forms of debt and consequently banks' facility to limit the impact of a deposits’ decline on lending. (Gambacorta & Mistrulli, 2004)  

Considerable improving in the Bank core Tier 1 ratios 
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(Phua, 2019) 

The chart above shows a significant appreciation in the Tier 1 capital level in the period of the year 2008 to the year 2014, considering the Great Recession period. 
Osborne (2013) stated that higher lending is associated with improvement in bank capitalisation and the effect on Tier 1 capital is slightly less noticeable than on the complete regulatory capital.
By contrast, a finding of a relation between capital and lending, which is negative, has been acknowledged. (Behn, et al., 2016) What is more, an increase in capital is linked to a decrease in lending during economic peak. (Polizzi, et al., 2020) Moreover, capital requirements significantly impact lending with dissimilar responses in different economic sectors — in the year after a rise in capital requirements, banks cut loan growth for household secured lending, commercial real estate, and other businesses. (Bridges, et al., 2014)
In general, HSBC, Lloyds and Barclays banks have stated an increase in their Tier 1 capital over the last five years, with some years of exceptions.  
Following the data provided in Table 1, it could be stated that the association between Tier 1 and the Lending is negative, -0.16, although it is just positioned slightly below 0, so it could be considered as weak.  It is important to be kept in mind that this result is based on just five years sample and is including Tier 1 as a measurement, rather than the total regulatory capital level. The correlation between Tier 1 and Lending is the same as the correlation between Lending and Tier 1. 
On the other hand, the information provided in Table 2 (regression analysis) is showing positive relationship (0.302) between Tier 1 and Lending, and more specifically, it is presenting the positive influence that Tier 1 is having over Lending. In this regard, the appreciation in Tier 1 is leading to the appreciation in Lending. Since the p-value is greater than the significance level, there is not enough evidence in this sample to presume that a non-zero correlation occurs.  As the R Square of this regression is 0.80, then roughly two thirds of the observed variation could be justified by the model's variables. 
	

4.2. The liquidity level and its impact on lending 

In addition to the challenges that banks faced throughout the global financial crisis, under the Basel 3 Accord (2010–2011) the rules related to the liquidity level of the banks were implemented, in particular the Liquidity-Coverage ratio (LCR) and Net Stable Funding Ratio (NSFR).  (Deyoung, et al., 2018) This report would concentrate on the first ratio. 
According to Nesvetailova (2010) liquidity is crucial to common economic activity. The Liquidity Coverage ratio is responsible for ensuring that bank institutions have enough liquid assets to face its liquidity outflows. (Groen, et al., 2018) The central banks from around the globe created unusual lending facilities, whose purpose were to increase the liquidity in the financial market.  (Christensen, et al., 2014) Recent findings imply that bank capital might hinder the creation of the liquidity by making the capital structure of the bank less frail. (Berger & Bouwman, 2009) 
What is more, a research conducted in order to analyse the outcomes of the financial crisis’ liquidity shocks on wholesale funding, revealed that banks which depend more strongly on wholesale funding are reducing lending more exceedingly, than the banks that relied more on insured deposits. (Dewally & Shao, 2014) 
Another research examined the impact that bank capital has on lending, and would it be different with differentiated levels of bank liquidity. The results have revealed that the influence that a rise in the bank capital has over the credit growth has a positive association with the level of bank liquidity. The findings are only for large banks and are stronger within the economic disturbance period. It has found out that bank capital only enforces a substantially positive impact on lending if banks maintain enough liquid assets. (Kim & Sohn, 2017) 
Liquidity has been reported to be one of the determinants of the profitability of the banks. (Lartey, et al., 2013) 
Another evidence from a study revealed that the regulatory capital and liquidity creation have a positive association after having considered the bank profitability. Consequently, banks have a higher likelihood to experience lower profitability, because capital ratio that is higher would move funds from liquid deposits to not so liquid capital. That would lead to decreasing the bank’s ability to create liquidity. (Tran, et al., 2016)
Another research, conducted on the basis of the 2008 financial crises and inspired by the new Basel 3 Accord, has also shown that liquidity measurements have positive effects on bank lending growth, which strengthens the need to recognise the characteristics and activities of differentiated banks while introducing new regulatory policies. (Ben Naceur, et al., 2018) 
Using the data provided in Table 1, the relationship between Liquidity and Lending would be assessed. Liquidity - Coverage Ratio and Lending Ratio represent a moderate negative correlation of -0.503. This means that if LCR is appreciated, the Lending should be depreciated. Since this is a static correlation analysis, the association is working in both ways.  
‘’According to the modern theory of financial intermediation, banks exist because they perform two central roles in the economy – they create liquidity and they transform risk.’’ (Berger & Bouwman, 2009) 


4.3. The efficiency and its impact on lending

Most studies employ the principle of efficiency when evaluating bank results. Efficiency is a measurement of how effectively input is being allocated for an intended output. (Belasri, et al., 2020) Banks could try to rise returns by decreasing the operating standards when having low levels of efficiency. Such a measure could be the less thorough monitoring of loans. (Fiordelisiab, et al., 2011) Moreover, higher economic growth is considered to have a relationship with the improvement of the banking system and the rise of its efficiency. (Staub, et al., 2010)
A research explored how the lending to small and medium-sized enterprises (SMEs) in Korea influences the efficiency of the banks on the bases of 14 banks over the 2001–2010 period. The results showed that as lending to SMEs rises, the cost efficiency of banks reduces because of some asymmetric information. (Liang, et al., 2017)   
Moreover, a relation between bank efficiency and the cost of credit for borrowing companies, using a broad sample of organisations from nine countries in Europe, was assessed. The information gathered was that bank efficiency, which is banks' capacity to run at lower costs, is linked with lower lending levels and thus lower credit costs. The effect of bank efficiency on the cost of credit varies with firm and bank size. (Shamshur & Weill, 2019) Another research was carried out to examine the performance of Australian publicly listed banks from 1985 to 2008. The findings indicate that Australian banks have increased their technical, cost, and profit efficiency in the investigated period. Large banks have achieved higher cost, but lower technical efficiency, compared to the smaller ones. (Shamsuddin & Xiang, 2012)
The value of a bank as an intermediator could be measured via its efficiency. Banks, which are more efficient, are said to be related to better selection of projects or loan monitoring team. That would consequently allow banks to acquire higher-quality data about its probable borrowers. Moreover, the stricter banking regulation could decrease profits in the banking industry. The efficiency estimation could fallaciously account for this drop as an inefficiency, if the changes mentioned above are neglected. A bank, which is thought to be more efficient, has a capability to foster growth. That is as a result of it having the ability to choose the optimal projects to finance whilst calculating the optimal cost of lending considering the risks the project carries. (Belke, et al., 2016) 
The Cost - Income ratio (CIR) is one of the main measures for efficiency in the banking industry. (Burger & Moormann, 2009) Therefore, this report would evaluate the relationship between CIR and the Lending Ratio. The correlation between these two variables is negative (-0.21.) and it could also be considered as weak. Hence, the appreciation in CIR could lead to a slight depreciation in the Lending Ratio, and vice versa. 


5. Regulatory capital’s impact on profitability

The capability of a bank to generate revenue on top of its cost and relative to its capital base is called bank profitability. (Lartey, et al., 2013) Greater profitability would allow banks to generate funds and to give more credit to the economy. In addition, it is crucial for the regulators since it ensures more flexible capital ratios, even when the business environment is uncertain. What is more, the profitability should also result in fair returns for the stockholders. (Trujillo-Ponce, 2013)
‘’The-too-big-to-fail’’ banks were stated to be having a more noticeable impact from the capital effect, while for banks which were highly liquid, it was the reverse. The findings from this study revealed that the greater capital ratios have impact over the efficiency and profitability of highly liquid banks, hence they would decrease. (Bitar, et al., 2018) 
A study conducted within the US banking industry found out that for higher capitalised banks, regulatory capital is negatively related to bank profitability, but it is positively related for the lower capitalised ones. (Tran, et al., 2016) 
The literature for bank capital regulation that is favourable of the Basel 3 framework has been growing recently. It argues that the framework possesses numerous macroeconomic benefits of increasing bank equity. On the other hand, discussions about the desirability and the influence on the new capital regulations on the profitability of banks have emerged. In addition, the risk of bankruptcy could be lowered by having higher capital requirements. The effect, that the regulations set out by Basel 3 could have on a bank, are extensive and have an impact on the bank’s day-to-day decision-making in lending, financing, treasury, capital, operations, and liquidity. Being interconnected, those areas are directly influencing the profitability of the bank. (Swamy, 2018)
The Return on Equity Ratio is a profitability measurement used in the bank sector. (Maverick, 2020) After reviewing the data presented in Table1, it could be said that the association between Tier 1 capital and Return on Equity is positive (0.026). This relationship could be considered as a weak one since it is just above the 0 point. The correlation between Tier 1 capital and Return on Equity is the same as the correlation between Return on Equity and Tier 1.  
Table 2 is also representing positive relation of 0.739. This regression analysis mathematically expresses the impact that Tier 1 has on the Return on Equity. Since the p-value of 0.867 is greater than the significance level, the evidence suggests that a non-zero correlation exists. Approximately two thirds of the 
observed variation could be supported by the model's variables since the R Square of this regression is 0.80. 


6. Banks’ risks and mitigation strategies

According to Cooper (1999) risk could be defined as future events, which are uncertain, that have the potential to affect the achievement of a company’s strategic, operational, and financial goals. Additionally, risk should not be perceived as only a hazard, but should be considered as being linked to opportunities. The risk management method applied to risk concept is having a profound impact on the banking industry. What is more, banks have found out that the management of the risk is a crucial part of generating sustainable growth for the value of the stockholders. 
Systemic risk is the likelihood that at corporate-level, activity could cause significant disruption or breakdown of a whole business sector or economy. Systemic risk was an important contributor to the 2008 financial crisis. "The-too-big-to-fail'' companies are viewed as potential systemic risk careers. (Chen, 2019)

[image: ]
(Cooper, 1999)
Moreover, the risk that is innate to the whole market is called systematic risk. What is more, it does not affect a specific stock or industry, on the contrary, it influences the general market. To evade this risk is impossible as well as unpredictable. Diversification could not mitigate this risk. The only methods that would help are either the usage of an accurate strategy of allocation of assets or by hedging. This type of risk is differentiated from the unsystematic risk, which affects a specific industry. (Fontinelle, 2019)
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(Blacker, 2020)

As presented on the graph above, the risk mitigation is comprised of deciding what measures to take about the risk, which has been identified. (Blacker, 2020)
HSBC has divided its risk in two groups- Externally and Internally driven. They identified the externally driven ones, including geopolitical risk, the credit cycle, cyber threat and unauthorised access to systems, financial crime risk environment, climate-related risks, etc. Thus, it implemented the subsequent mitigation strategies, such as the company continually evaluating the impact of geopolitical events around the world, undertaking comprehensive reviews of its portfolios and proactively assessing customers and industries, improving its cyber-control framework and enhancing its cybersecurity capabilities, improving its financial crime risk management capabilities, incorporating climate-related risk, both physical and transition, into how the organisation manages and oversees risks, etc. The internally driven ones, included IT systems infrastructure and resilience and data managements, etc., that could be achieved through actively monitoring  and improving service resilience across its technology infrastructure and increasing and developing its data insights, data accumulation and decisions, etc. (HSBC, 2019)
Lloysd bank and Barclays bank, similarly to HSBC have been very considerate of their risk hence, they have put a lot of resources into mitigating their risk. 
Noticeably, substantial management focus has been paid to the implications of UK exiting from the EU and the resulting economic and operating risks, mainly the expected uncertainty in 2020, and even beyond. (Barclays, 2019; HSBC, 2019; Lloyds, 2019)


7. Conclusion 

The changes in regulation as well as other impacts have been consolidated, in response, from the banking industries around the world. (Berger & DeYoung, 2001) It is important to be kept in mind that the banks are regulated and controlled by guidelines and different rules, but in the end, they follow the same main goal as every other organisation - achieving profit. (Hlaciuc & Anton, 2019) Their strategies are implemented in order to create a sustainable and safe environment, at the same time to maintain its intermediation role. The three discussed major banks in UK have set out a purpose to mitigate the risks that occur, so as to avoid any future crisis. 
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Appendix A


HSBC, Lloyds and Barclays banks’ ratios (2015-2019)

	Bank 
	Year
	Tier 1
	LCR
	CIR
	Lending
	Return on equity

	HSBC
	2019
	14.70
	1.50
	0.49
	0.74
	0.28

	HSBC
	2018
	14.00
	1.54
	0.55
	0.74
	0.27

	HSBC
	2017
	14.50
	1.42
	0.55
	0.73
	0.25

	HSBC
	2016
	13.60
	1.36
	0.61
	0.71
	0.24

	HSBC
	2015
	11.90
	1.16
	0.56
	0.76
	0.28

	LLOYDS
	2O19
	13.80
	1.37
	0.49
	1.14
	0.36

	LLOYDS
	2018
	13.90
	1.28
	0.49
	1.11
	0.35

	LLOYDS
	2017
	13.90
	1.21
	0.52
	1.08
	0.36

	LLOYDS
	2016
	13.00
	1.21
	0.55
	1.13
	0.34

	LLOYDS
	2015
	13.00
	1.23
	0.54
	1.11
	0.24

	BARCLAYS
	2019
	13.80
	1.60
	0.71
	0.82
	0.30

	BARCLAYS
	2018
	13.20
	1.69
	0.77
	0.83
	0.31

	BARCLAYS
	2017
	13.30
	1.54
	0.73
	0.90
	0.28

	BARCLAYS
	2016
	12.40
	1.31
	0.76
	0.92
	0.27

	BARCLAYS
	2015
	11.40
	1.33
	0.84
	0.95
	0.31









	


Appendix B

Regression analyses - how Tier 1 influences LCR, CIR, Lending and Return on Equity 

	Regression Statistics
	 

	Multiple R
	0.8963128

	R Square
	0.8033767

	Adjusted R Square
	0.7247273

	Standard Error
	0.4799624

	Observations
	15


	
	ANOVA
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F

	Regression
	4
	9.4124
	2.3531
	10.2147
	0.0015

	Residual
	10
	2.3036
	0.2304
	 
	 

	Total
	14
	11.716
	 
	 
	 



	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%
	Lower 95.0%

	Intercept
	11.531
	1.878
	6.140
	0.000
	7.347
	15.715
	7.347

	LCR
	4.292
	1.026
	4.181
	0.002
	2.005
	6.579
	2.005

	CIR
	-6.819
	1.191
	-5.724
	0.000
	-9.473
	-4.165
	-9.473

	Lending
	0.302
	1.227
	0.246
	0.810
	-2.431
	3.036
	-2.431

	Return on Equity
	0.739
	4.306
	-0.172
	0.867
	-10.333
	8.854
	-10.333



2

image3.png
THE EVOLUTION OF BASEL FRAMEWORK

Reduced Risk Increased Risk
Sensmvuy/’ \Sensmvlly

Basel “IV” Baselll

Basel | Current

Accord

N

Reduced RM& / Increased Risk
Capture

Variability

2. Increased Quality
and Quantity of
Capital

3. Liquidity Risk

Basel lll





image4.png
c3888833888

1. Tier 1 Common Capital Ratio, December 2008

(Percent of sample assets)

Greater than 12 = 10t0 12 = 810 10

2. Tier 1 Common Capital Ratio, June 2014

(Percent of sample assets)
= Lessthan 8 Greater than 12 = 10to 12 8t010 ms Lessthan8
. - - 100
e 11l -90
» - - 80
- - -70

8858

Other Europe

Asia-Pacific Euro area

NorthAmerica  Other Europe  North America  Euroarea  Asia-Pacific




image5.png
Strategic risk management

V' N

P i
S 7SN




image6.png
Market
raonal sk Credit
P risk

Legal Financial
risk risk

Risk
identification

]

Risk
evaluation

[

Risk
estimation

1

Risk|
mitigation





image1.png




image2.png
Sustainable banking policy & regulation

Legend:
pink = voluntary frameworks blue = financial regulation //o\ = other relevant policy & regulation





image7.png
Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David

3




