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Introduction:

Banks and banking activities: (Casu, Girardone, Molyneux, 2006)
Bank basically works as an intermediate that give the services like deposits, loans and payments. Banks play a very important role in the fund management of the borrowers and the lenders. The bank basically activity is the financial intermediate that provides the loan to the borrowers and deposits the funds of the lender. The borrower is know as the deficit unit in the bank and the lender is known as the surplus unit of the bank. Indirect finance the intermediate that is the bank plays the role in managing the funds of the borrower and the lender where as in direct finance borrower can directly get the funds from the lenders in the financial markets. (Casu, Girardone, Molyneux, 2006)
 Direct financing and Indirect Financing.
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Lenders Requirements: (Casu, Girardone, Molyneux, 2006)
· Minimum risk to be faced in terms of the borrower not meets its payment criteria and the risk of dropping in the value of the assets.

· To minimise the cost of the lender.

· Liquidity , as the lender prefer taking assets that are easily converted into cash, as the lender doesn’t have much knowledge about the future coming events which make them to take short term investment or lending.

Borrowers Requirements: (Casu, Girardone, Molyneux, 2006)
· They expect funds to give at the specified date.

· At a specified period of time especially long term borrowing.

· Funds given to the borrowers at the cheapest cost.
Regulation and sustainability of the bank in UK.

Regulation basically means implementing or setting some rules for the behaviour of the respective firms, it may be implement by the legislation that is the law or by some the similar regulatory agency that is the financial service authority in the UK. Basically monitoring this regulation basically means the authority in charge went through the financial firm and evaluates according where they are following the rules properly. The other term Supervision is more broadly used to look on to the general behaviour of the financial behaviour or the institutions.
Types of Regulation(Casu, Girardone, Molyneux, 2006)
Systemic Regulation: As there regulation basically concerned about the safety or soundness of the financial system or financial firm. Basically this regulation is called as all public policy regulation mainly made to minimise the risk of the bank under government safety net. There are major features of the safety net one is the deposit insurance arrangement and the other one is the kinder of last resort function. Deposit insurance gives the grantee that the deposit given to the bank by the saver, the all or the part of the amount which is deposit in the bank will be paid off by the authorities if the bank failed to repay the amount of the saver. The lender of last resort is the function of the central bank. The central bank where promises to support the financial institutes or firm that are facing financial difficulties and had no chance of getting the credit from any other source

Prudential Regulation: Basically this regulation is more concerned about the consumer protection. It basically monitors and supervise the financial institutions, that are more concerned about the asset quality and capital adequacy. The prudential regulation in United Kingdom is basically run by the FSA. They basically cover the risk management of the firm. 
Conduct of Business Regulation: They basically on the bank and other financial institutes and how they run their business. The factors that are consider with this are information disclosure, fair business practices, competence, honesty and integrity with financial institutes and their employees working with them.
The UK Financial Service Authority (FSA) (Casu, Girardone, Molyneux, 2006)
The FSA is basically a independent body which is also non government body, it is basically a limited company that impose tax on the industry. The FSA is answerable to the treasury minister and the parliament of the UK. The policy of FSA is conducted by the members of the parliament that include the chairman, three executive and eleven non executive directors which are specially appointed by the treasury. FSA basically works on the power under the financial service and Market Act (FSMA). The FSMA basically assigned the FSA with following four objectives:
To maintain the level of confidence in UK financially System

Basically provide and provide the understanding about the financial system to the public.

 To give security to the consumers and making them aware of their responsibilities.

 To lower the rate of financial crimes in the country.

 The FSA has taken a lot of new responsibilities very recently like the Lloyds insurance market as the FSA is responsible for regulating the Lloyds insurance market and can say that Lloyds is one of the top leading and best leading whp is basically specialist in the insurance market. The code of market conduct basically this is the strategy undertaken to track the abuse in the market. Unfair terms in the consumer market the FSA has the full authority to take the action for this unfair practices for financial service consumer contract. Regulation of certain aspects of mortgage lending: basically the lenders who give mortgage should be authorised and to meet the condition which is set by the FSA. There are three banks authority that are responsible for UK banking regulatory system.

· Bank of England (BoE).

· Prudential Regulation Authority (PRA), a division of the BoE.

· Financial Conduct Authority (FCA).
Sustainability: during the last recent year most of the organization irrespective of any sector they started emphasizing more on the sustainability. Especially when we talk about banking sector they prefer most. In the changing global economy leaders of the financial services are basically considering to promote more of the energy practices that are more efficient. Most of the financial leader and most of the organization started developing the initiative sustainability.
Sustainable finance in HSBC:(HSBC,2019)
Sustainability has become more important for the business, basically there is the CO2 emission and there is a major increase in the resource consumption. Most of the investor are highly interested in the carbon management of the firm or company in which they have invested. These basically include green building, clean transport, recycling, energy efficiency , sustainable manufacturing of products, etc. HSBC is basically given the commitment of leading the transition. HSBC bank has played and important role in bringing out the Green bond market which basically encourages the different issuers and the investors by bringing out new structures and progressive dialoged. Green bond executive comity said they have issued 500M Euros green bond market to help the UK and other global consumer to achieve the goal for sustainability. This finance help the businesses to meet the environment goal for sustainability with the green product. HSBC basically appointed Loan Market Association to the green loan.
Sustainable finance in Lloyds Bank: (LLOYDS BANK, 2019)
As UK faces major climate change hence the Lloyds bank decided to take initiative and start working on the sustainability to reduce the emission of carbon by helping to finance for a greener future. They started working on this with the customers, government and market to reduce the emission of carbon at least by 50 percent till the year 2030. As the bank is one of the top leading firms in the UK there are many client who are interested in investing to the sustainability project. Lloyds bank also took initiative to support the renewable energy in the UK about by given power supply to 500 million residents till 2020. They will also provide funds to the 5million square feet space to generate efficient energy with green loan till 2020. They also said that they will work with the woodland team to encourage them to plant ten millions of trees in 10year of time.
Barclays bank suitability programme. (Barclays, 2019)

 Basically Barclays bank are more interested and took initiative in environmental sustainability and enhance the farmers business. Farming business have major sustainability in many ways like financial sustainability, these could basically adding more value to the existing production, to bring out diversification in the income generated. Basically the Barclays bank help the farmer with the funds to improve their business and generate most of the income from the farming, as it also help in the green environment strategy to reduce the emission of carbon in the environment. They also help the family in the farming who runs the business from generation but do not have enough funds to expand their business, Barclays bank provides capital to the farmers to expand and diversify their business. They provide financial sustainability to the business so that they pay bills and debt of the company and generate most income to develop technology in improving business. 
	HSBC
	CAPITAL RATIO
	LIQUIDITY  RATIO
	COST TO INCOME RATIO
	EFFICIENCY RATIO
	ROE

	2019
	8.17%
	0.95
	73%
	2.50%
	4.01%

	2018
	8.99%
	0.96
	69%
	2.48%
	7.37%

	2017
	9.75%
	0.94
	74%
	2.51%
	5.60%

	2016
	3.18%
	0.92
	79%
	2.56%
	1.41%

	2015
	2.37%
	0.91
	66%
	2.04%
	32.00%

	LLOYDS
	
	
	
	
	

	2019
	8.50%
	0.49
	69%
	5.02%
	6.10%

	2018
	8.65%
	1.49
	63%
	2.75%
	8.60%

	2017
	9.56%
	1.39
	68%
	4.20%
	7.78%

	2016
	7.88%
	1.4
	71.10%
	4.90%
	4.20%

	2015
	10.80%
	1.4
	88.30%
	2.80%
	4.30%

	BARCLAYS
	
	
	
	

	2019
	25%
	1.54
	71%
	1.89%
	3.81%

	2018
	28.16%
	1.5
	77%
	1.86%
	2.22%

	2017
	23.14%
	1.21
	73%
	1.85%
	-3.00%

	2016
	14.12%
	1.19
	76%
	1.70%
	2.51%

	2015
	5.12%
	1.11
	85%
	2.32%
	3.90%

	
	
	
	
	
	


Capital ratio : 
Basically capital ratio measures the amount of funds taking in the form of debt or equity basically to implement those to the firm basically is the amount taking by the bank and its risk. The some proportion of the bank risk is covered by the capital of the firm that is the current liabilities. A decrease in the capital ratio is usually the positive sign which basically show that the company may have the fixed assets in high proportion as compare to its debts and equity share holders. This mean the company may have to pay some amount of its debt. The increase in this ratio leads to negative sign as it means it has taken more debt and equity and has invested less in the fixed assets and which also indicates that company may have sold some its fixed assets. the capital ratio analysis for the five years while taking into consideration the following bank that is the HSBC, Lloyds and Barclays bank. The Barclays have the highest ratio when comparing with the other two which result in the negative sign as it means the firm having more debt and less amount of fixed assets or some of the fix assets have been sold. The standard ratio is 8% . The HSBC has the minimum ratio which states that the firm has more no. of fixed assets and less risky liabilities or debt. It has a adverse impact on lending as the company in debt has less power of lending because the capital generated are going on the companies debt. Where less debt increase the lending power ability. The capital ratio of HSBc is increasing over the years with slight fluctuation of the ratio, there is tremendous increase in the ratio of the Barclays bank over the 5 years of period.(Barclay)
Liquidity ratio: Basically liquidity ratio is used to cover the current debt with its liquid or current assets that can easily convert into cash and the current debt which has the maturity period of  1year. The ability of the firm to pay its debt without taking support from the external resources. The liquidity crises come in to existing when there is the obligation in repaying short term liabilities. High liquidity ratio means a company holding too much of liquid cash and can be easily used for its internal obligation. And less liquidity ratio means a company holding less cash which can’t pay the debt easily. When do the comparison with banks that is HSBC Lloyds and the Barclays bank, the Barclays bank have the highest ratio which means that the bank can easily repay the short term debt. It makes a good image for the investor to invest to the firm as it give a clear picture about the short term debt and how it could be repay. The ratio less than 1 indicates that the firm has less working capital and can easily be at the liquidity crises. The high the ratio the firm has more positive sign. When the liquidity ratio turn low it means the lending power also decreases as the firm does not have much of the liquidity or current asset that can be easily converted into cash, which reduce the lending to the borrowers in the firm. The liquidity ratio for the HSBC bank is constant over the years with slightly up and down in the ratio where as the Lloyds bank have the constant ratio over the years but sudden down fall in the ratio in the 2019. Barclays too have the constant ratio over the years with a slight fluctuation over the years.(Lloyds)
Efficient ratio: Efficient ratio is basically use to identify the strength of the firm and how well its assets and liabilities and taken into account. The efficient ratio is used to calculate the efficient turn over and can be used calculate the turnover of receivables, to repay the liabilities, how much is the equity and how well it can be used, and the basic use of inventory and machinery in the firm. The efficient ratio basically used how well the firm is using its assets to generate the source of income. If decrease is improvement in the efficient ratio it results in the profitability to the company.the more the aaset turnover the stronger the company. The efficient ratio of the HSBC has been increasing year by year, and when we talk about Lloyds, it has continues increase from 2015 to 2017 and then sudden downfall in 2018 and then rise up in 2019. The efficient ratio for Barclays bank is constant over the last three years. The company with a strong asset base have high potential in lending and utilizing its assets for the company needs and wants.
Cost to income ratio: cost to income ratio is basically used to evaluate the efficiency of the firm basically it is used to compare the operating cost with the income generated to the firm. The lower the cost to income ratio the better the company is operating and it achieve more efficiency in the future. Basically to reduce the cost to income ratio the company needs to reduce its cost or reduce its operating income which includes both personal and administrational cost. The decrease is improvement in the efficient ratio it results in the profitability to the company. The decrease in the ratio result in the better efficiency ratio, if the ratio increases it means the bank expensive are increasing. Cost to income ratio of the bank HSBC has been increasing which means the expenses of the company has been increase in the recent years which is bad scenario for the bank. There is the decrease in the cost to income ratio of the banks which Barclays and Lloyds which result but the optimal level of ratio should be 50%. Hence this may also reduce the lending power of the firm because of its high cost expense. It is very essential to reduce the cost income ratio.
Profitability: (Casu, Girardone, Molyneux, 2006)
 To basically count the profit the UK bank has taken into account different sources of income. The very first one is interest income basically it said that the interest earned through the loan. When bank lend money to the borrower it enable certain amount of interest to be paid with actually amount that leads to the profit , Interest expense is basically said to be the the interest which is paid to the depositor and the interest paid to the bond holders, then we talk about the net interest income which is basically the interest minus the interest expenses which is to be debted. Then comes the non interest income that comes the fee and commission taken by the firm. Return on equity basically indicate the profitability of the firm, this basically say that high return on equity means shareholder benefiting high profit on their investment. When the investor want to invest his funds to the firm he will take into account the return on equity of the company. the rate of equity has decrease a lot when we talk about the HSBC bank. Which indicate that the bank is not generating much income. And there is a slight decrease in the return on equity rate for the llyods bank. And the rate of retun in equity for the Barclays bank in very low which indicates that the firm is not generating enough funds.
Impact of profitability in HSBC: The bank suffer 65% in pre tax profit due to coronavirus in the first half.the bank also reported a sudden down fall in the profit from £9.5 billion to £3.5 billion in the same period of time. They are basically planning to cut down the jobs upto 35000. Environmental problem has been the major impact on the profitability.(EveningStandard)
Impact of profitability in Lloyds bank: The bank has a loss of £602 million of pre tax income loss. The banks share price has fallen down upto 10%. It also expects default in the mortgage loan up to £603m.(BBC)
Impact of profitability in Barclays bank: Basically Barclays bank net interest income has reduce by 20%. Total income has fallen down upto 4%. Due to sudden downfall there will be unemployment rate at higher when considering the Uk and US banks.(BBc)
Risk: (Casu, Girardone, Molyneux, 2006)
When we talk about private limited company the management objective is to maximize the share holders value. But in public listed company the return are proportion to taking of more risk. Basically there are different types of risk, the credit risk where basically the bank lend the money to the borrower who fails to pay the repayment of the loan which borrowed by the bank.then we talk about the liquid asset risk which can be easily converted to cash to overcome the short term liabilities. Many bank faces liquidity crises which causes in failure in repaying the liquidity cash. It is essential for the bank to have enough liquid assets to over come the loan demand and operating expenses of the firm. The risk factors can be define as the economy down turn which cause due to the environmental issues or reduce in the employment rate which effect the economy as well or decline the residential place may be the risk factors for the banks. The brexit may also consider as the risk factors as most of the bank are linked with the European union country which also effect a lot . Trade market risk basically works as the support to the following consumer activities through different investment bank divisions and the risk of changes in the unpredictable price which may include change in inflation rate, interest rate, property price etc. when the company face the liquidity risk there be a major problem for a company to convert its fixed assets to cash to overcome its short term liabilities. The danger in fluctuation in interest rate may leads to danger in the downfall of the value of bonds and deposit.
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