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1. [bookmark: _Toc85033910]Introduction

Nowadays, the banking industry is seen as an important and fast-changing industry, where with constant changes in investment markets, competition increasing considerably.
This paper wants to explore the competitive strategies that are being used by banking institutions in improving their performance, and the methods that are being used to create advantages over the competition.
The notion of strategic change in financial systems establishes the outcome of the firms in unstable market conditions. Businesses from the financial systems have to implement new technologies and apply new strategies in order to accomplish a competitive position in the marketplace. Creating new competitive ideas and approaches depend on the organizational change. This means that market expansions and the changing structure of requirement are essential.
European banking markets were experiencing unprecedented changes, produced by the deregulation of financial services, the creation of the economic and monetary union and improvements in information technology, which may end up being dramatic. Numerous of these changes had considerable implications for the rivalry and concentration in the banking and financial areas. One of the outcomes was already visible in the current wave of fusions in the European banking industry. This process of strength affected rivalry, especially the local markets for retail banking services (Bikker & Haaf, 2002).
In the theory about service strategic management, the close strategic relation between competitive strategy and the operations function has been emphasized to be essential to the accomplishment of a service organization (Kellogg & Nie, 1995). Additionally, this strategic connection is vital to accomplish world-class competitiveness (Bates, et al., 1995). Also, marketing strategists consider the strategic suited between marketing and competitive strategy crucial to the organizational accomplishment. Therefore, it is essential to find if the strategic correlation between marketing and competitive strategies is considerable, and to evaluate how the strategic association has an influence on the organizational performance.
The competence of a service corporation was usually determined by the well-run operations, while its efficacy was depending on well-managed marketing (Bateson & Hoffman, 1999). Moreover, there were exclusive attributes of services such as simultaneous production and consumption as well as clients’ active involvement in the process of the production (Fitzsimmons & Fitzsimmons, 2000). Such attributes of services required that a service business creates close strategic integration among its operations and marketing approaches. Consequently, a correct arrangement of operations and marketing roles turned out to be essential for the accomplishment of a service organization.
The bank’s level of competition was associated with access to finance, distribution of capital funds, competitiveness and growth of manufacturing and service industry, financial growth and the level of financial stability. Because of the importance of bank competition, it is essential that researchers find the best measures to evaluate not only the level of competition, but also changes in competition (Liu, et al., 2013). 
Competition in the banking industry is essential because it boosts efficiency in the production of financial services. Generally, competition can make markets become more competitive by encouraging innovation, lower rates and fees, and value-worth products to improve customer welfare.
Nowadays, the biggest competition between banks is about which bank offers the lower interest rate for personal loans and mortgages, which one is offering a bigger loan, which bank has smaller commissions and fees, and which bank is offering a bigger interest rate for deposits.
The aim of this paper is to analyse the strategies used in the banking industry in the UK in order for the banks to be more profitable. The objective of this paper is to calculate the Liquidity Coverage Ratio, Return of Asset, Net Profit Margin and Operating Profit Margin to find out the performance and profitability of Barclays, HSBC, Lloyds Bank, Santander, and NatWest based on their Annual Reports.
One of the research questions that this paper will answer is: Do strategies between banks differ substantially? A second research question is: Which bank recorded the highest profit over the past five years? A third research question is about: Is there any obvious strategy practice that led to the higher profit? The last research question is: What are the best strategies that banks should put into practice to maximise profit.
Next, the author will write about the different approaches and strategies that were used many years ago by the banks. Moreover, the author will talk about what changes have been implemented in the banking industry and what competitive strategies have banks developed in the last couple of years. At the end, the author’ achievement is to find out if or how the bank’s strategies are influencing the profitability and the performance of the banks.


2. [bookmark: _Toc85033911]Literature review

In recent years, regulators have issued a new regulation. Banks need to be able to adapt to react quickly to drastic changes. They must continually set the benchmark and build a leverage to face competition (Guping, et al., 2021). Changes must be forecast based on a long-term vision or be able to adapt to business changes (Esteban-Sanchez, et al., 2017). Egberi & Osio, (2019) have a business process that corresponds to a dynamic world that has several characteristics or goals that remain stable. Zhou, et al., (2021) has a vision process that creates changes by both anticipating real reality (creating the future) and responding to external forces.
Teshome & Ababa, (2018) presented a discussion on the different definitions of strategy, showing a movement from a view based on technical economic informational variables to a more holistic view, to which most schools converge. Omoregie, et al., (2019), in an attempt to draw a perspective of the historical evolution of the literature on strategy, defined three main archetypes. The first of these archetypes is about strategic planning, conceived in the 1960s. The main reference at this time is the work of theorists of the 1960s, among them the creators of the SWOT model. Strategic planning was seen as a rational analysis process, restricted to technical and informational analysis. The second archetype is about strategic management, developed in the 1970s and widely used in the 1980s, which incorporated strategic planning, seen as a limited attack on a part of the global problem. Under this approach, environmental turmoil shows that certain events are not predictable. Thus, the objective of strategic management is for the organization to position itself optimally, (Omarini, 2018). The theorists of the archetypes of planning and strategic management were classified by Nazaritehrani & Mashali, (2020) as belonging to the design school. For Mintzberg, these researchers present a vision of the strategy formation process with a prescriptive orientation, based on formal planning and with a strong analytical perspective.
The third archetype deals with groping strategies. In this last archetype, strategy is seen as a process of comings and goings between the strategic vision and strategic actions, which ends up characterizing a path that involves change, learning and flexibility, (Goyal & Chanda, 2017). Mathew, et al., (2018) defined emergent strategies, as opposed to deliberate strategies, as those strategies formed in the organization, in the absence of a prior intention. Mintzberg concludes that it is possible that a highly deliberate strategy-making process, that is, planned in detail, will divert the organization from foresight activities while emerging strategies will not. Several authors have highlighted the need to give importance to insights, creativity, learning, innovation, and people-related skills (Egberi & Osio, 2019). 
As seen in this brief literature review, there are several theoretical approaches and schools of thought about strategy. Some of these approaches are presented below, to help analyse the strategies adopted by large banks in the national financial system. The objective was not to highlight the strengths and weaknesses of the different authors' approaches, but to seek points of similarity and complementarity that allow enriching the proposed analysis.


2.1. [bookmark: _Toc77694890][bookmark: _Toc85033912]Different Theoretical Approaches to Strategy

Among the various approaches to strategy, some of them were chosen to analyse the pattern of decisions of large national banks. The choice of these approaches was made due to their importance as a theoretical reference in publications on the subject, the compatibility of the approach with the problem posed for analysis and the adequacy of the approach with the available information. The section has been subdivided into two parts. In the first part, the theoretical focus of Strategic Management, defended in the works of Ansoff, is discussed and some concepts about Game Theory were presented. The second part of this section presents some theoretical approaches that will allow a comparative analysis of the strategies adopted by banks. The main concepts of interest for this work are presented synthetically, to find elements that help the understanding and differentiation of the various strategic positions of the banks selected for the study.

[bookmark: _Toc85033913]Background

The Strategic Management and Game Theory approaches would require a detailed collection of information, for a detailed understanding, individually, of the strategic process of each studied group. However, these references were used here to present ideas that allow later to characterize in a generic way the environment in which banks operate, as well as to understand the strategies, depending on the behaviour of competitors, that lead the banking industry, such as a whole, in the same direction concerning decisions such as investments in the IT area, provision of new services, and others.
In the following part of this study, four distinct approaches to strategy are presented, which mostly present typologies intending to differentiate decision patterns, seeking to group them into generic sets. It is common to find in the literature the use of taxonomies of generic strategies, (Goyal & Chanda, 2017). A generic strategy can be seen as a broad categorization of strategic choices with widespread application across industries or types of organizations (Goyal & Chanda, 2017). The type of approach has the advantage of systematizing the study, seeking to identify common points in the decision patterns that justify their joining into groups, forming a useful taxonomy for analysis. However, according to Zhou, et al., (2021), a typology needs to meet two important characteristics: internal homogeneity (within the same group the elements have the same characteristic) and exhaustiveness (any element can be included in one of the typology's groups). It makes the use of typologies difficult, as the classification system is not always able to fulfil these two requirements.

2.1.1. [bookmark: _Toc85033914]The Strategic Management Approach

Kioko, (2017) addressed the turmoil of the environment in the 20th century. Later, Hamzah, et al., (2017) highlighted that the strategic aggressiveness of an organization is related to its potential to adapt to changes, whether in a reactive, anticipatory, innovative or creative way. Strategic success is achieved by optimizing the performance potential, having as one of its premises the need for the aggressiveness of the organization's behaviour to match the turbulence of the environment. These authors identified five levels of environmental turbulence and five corresponding levels of strategic aggressiveness. In the approach proposed by the authors, performance potential is also a function of the organization's ability to react to the aggressiveness of its strategy. What is observed from this approach is that the environment in which the organization is inserted and its ability to react to the turmoil of this environment influence strategic decisions. Therefore, environments with turbulence levels between 4 and 5, requires, on the part of the organization, an enterprising and creative strategic aggressiveness.


2.1.2. [bookmark: _Toc77694892][bookmark: _Toc85033915]The Game Theory Approach
[bookmark: bbib1]For a financial institution to gain competitive advantage, such as reduce costs and increase the number of clients, the bank needs strategies that can protect and consolidate the current market, and also at the same time it should take steps in developing new markets (Khanizad & Montazer, 2018). Extensive research was conducted on marketing methods Zandi, et al., (2012)  and on varying the bank services to the customers (Beck, et al., 2013). 
Game theory is an area of study founded on the publication of the book "The Theory of Games and Economic Behaviour", by John von Neumann and Oskar Morgenstern. Generally speaking, a game is seen as a sequence of actions undertaken by several participants, according to pre-established rules. Each participant's interest is to maximize their results, which depend on their actions as well as the actions of other participants. This definition even covers the functioning of organizations, including political and economic ones (Hafez, 2018). For game theory, strategy is a set of options that players have in face of contextual variables and the positioning of other participants (Guping, et al., 2021).
Egberi & Osio, (2019) highlighted two basic assumptions of game theory. The first reports that for each action there is a reaction, not necessarily the same intensity or in the opposite direction. Therefore, the player needs to simulate the possible reactions of other players, against the actions he intends to adopt. The second postulate argues that one cannot take from the game more than the total corresponding to what is contributed (added value of each participant). 
Esteban-Sanchez, et al., (2017) had presented a set of lessons, based on game theory, which helps to understand the pattern of decisions of players, competitors in the competitive environment, which, in other words, can be seen as the strategic behaviour of firms in the competitive environmental conditions in which they find themselves. Among these lessons, from a theoretical point of view, two of them deserve to be highlighted, for their didactic contribution to the synthetic understanding of game theory.
If you have a dominant strategy and there is no opportunity to agree with the competitor on an alternative course of action, use your dominant strategy. If you do not have a dominant strategy, but your competitor does, and there is no opportunity to agree with him on an alternative course of action, act as if he is going to use it, and try to do what is best for you under the circumstances.
One of the strategic decisions of banks is having branches in strategic location such as High Street, or on other popular streets. Even if, nowadays, we have online banking or we can use phones to call our banks, many people prefer face to face meetings. This decision of having many open branches is a cost disadvantage, however, many people would choose a bank which is more accessible.
Game theory also has an interest in the action of people who choose to bank with the one that gives the higher interest rate for the deposit of the money and expecting a high income for that, or the ones who anticipate a financial crisis and they try to withdraw their money before maturity. Therefore, it is possible for a bank to go into bankruptcy in the financial system because of the highest interest rates that were given to customers compared with the competition and it has comparatively high fund resource cost (Hacıoğlu & Dincer, 2013).
The author compared the representative APR for a personal loan from five banks, which are Barclays, HSBC, Lloyds Bank, NatWest, and Santander and found out that for a personal loan between £7000 - £15000, Santander had the lowest Representative APR, which is 3%, similar with the APR offered by HSBC, which is 3.1%. In contrast, Barclays’s is 7.9%, Lloyds Bank is 3.9%, and NatWest is 3.4%. Therefore, the game theory approach in regard to the personal loans of HSBC is to have the lowest APR from the market. Even if these APR are representative and the banks are calculating the APR based on the credit score, eligibility, income and other factors, HSBC will still be the best choice for customers because all banks run the same assessments. 
In regard to loans, even if Barclays has a bigger interest rate, in 2020 the bank had offered its customers and businesses loans amounting to £343bn, which was £4bn more than in 2019 (Barclays, 2021).
Even if HSBC is offering a lower interest rate, in 2020 the bank has offered £191.2bn of loans to its customers and businesses, which increased by 4% from the previous year when it offered its customers loans of £183.1bn (HSBC, 2021).
Lloyds Bank is the UK's biggest mortgage lender and it offered loans of £440.2bn in 2020 and 2019, with the biggest growth in the mortgage sector, lending around £40 billion to first-time buyers between 2018 and 2020 (Lloyds Banking Group, 2021).
In 2020, Santander offered its customers loans of £207bn, which has seen a slight increase of 1% compared with 2019 when it offered £205bn (Santander UK, 2021).
Also in 2020, NatWest recorded a lending growth of 7% compared to 2019, with a total amount of lending to its customers and businesses in 2020 of £328.8bn, increased from £307.9bn (NatWest Group, 2021).
The banks have felt a slight decrease in their retail lending because of the COVID-19 pandemic lockdown, which has affected the income of many people and businesses and that is why people stopped buying unnecessary goods. However, all the banks’ increases correlate with the increase in mortgage lending due to temporary reduced rate of Stamp Duty Holiday and also the 5% deposit Government scheme, which gives the option to people to get a mortgage with 5% deposit. Moreover, commercial lending has recorded a slight increase due to banks’ participation in the Government lending scheme during lockdown, which has reduced the borrowing requirements.

2.1.3. [bookmark: _Toc77694894][bookmark: _Toc85033916]Prahalad and Hamel's Approach

Many companies go to great lengths to double the quality and cost of their global competitors. Organizations that have achieved international demand began to strive for success at all levels, which can be defined as an overarching goal that is unsustainable in terms of resources and capabilities. Many businesspeople have constantly improved the designs of industrial cards, idea competitors such as split, price chain, competition, necessary meetings and flexibility barriers as their competitors changed the whole country. The primary goal is not to find a market specialization, but to build another location that is not part of the company's performance guidelines (Egberi & Osio, 2019).
Another competitive strategy in the banking industry is to develop worldwide. The author found out that HSBC is the leading bank with the biggest network which serves over 40 million customers in 64 countries around Europe, Middle East and Africa, North America, Latin America, and Asia (HSBC, 2021). Moreover, Barclays is in second place, offering its products and services on a global network of 40 countries (Statista, 2021). In addition to that, Santander Group and NatWest are in the same position, and they operate in 15 countries (Santander, 2021), (NatWest, 2021). Lloyds Bank only operates in United Kingdom. However, even if it does not operate worldwide, it is still in top 10 banks in the United Kingdom (Thakur, 2017). As a recommendation from the author’s point of view, Lloyd Bank should start expanding internationally because it is for its best interest of growing and developing on the market and is another way of increasing the number of customers.
[bookmark: _Toc77694895]Omoregie, et al., (2019) argued that in the 1980s top managers decided to rebuild companies, repair rubble, and liquidate progressive shifts. In the 1990s, key talents were seen as those who enable growth through their ability to differentiate, develop and utilize. It will be difficult for the players to adjust the strength of the centre. It is also worrying when individual inventions and creative abilities are closely linked. The designers explain that the organization would not be able to create a meaningful mix if it did not decide where to model performance management. 

2.1.4. [bookmark: _Toc85033917]Michael Porter's Approach

As a direct system for examining and assessing the strength and position of business associations, Porter’s Five Forces Analysis was developed in 1979 by Michael E. Porter of Harvard Business School as part of the Harvard Business Competitive Position Analysis course. In support of this concept, it is believed that five forces determine the strength and attractiveness of the market. The five powers are useful in determining who has the greatest power in a business situation. This was useful in determining the strength of an association's current competitive position as well as the strength of what the association might pursue in the future (Hafez, 2018).
The five measures that are risk of new competitors, energy exchange from suppliers, risk of substitution and administration, trading power for customers and disputes between competitors were provided by Mathew, et al., (2018). An action plan includes locating the association in such a way that its function best protects against loss of power, as well as influencing the balance of power through the necessary steps, working on its serious position and the expectations of the changes developed, and revising each of these measures. Omoregie, et al., (2019) had analysed the science of their aggressive methods, and divided them into three categories: cost management, segregation, and the central system.
Key researchers often use many of Porter's five skills to determine whether new products or services are profitable. In addition to identifying strengths, this theory can also be used to identify areas of solidarity, develop weaknesses, and avoid costly mistakes. The Five Forces of competitive position analysis serve as a fundamental basis for assessing and analysing the strength and position of a business organization in a competitive environment (Hamzah, et al., 2017).
Hafez, (2018) argued that while the cost manager relies on cost management as a prime location, due to a relative separation from competitors, the cost manager must achieve equality or proximity to be better than the intended adversary. The discriminant then concentrates on equality of costs or proximity to competitors and reduces expenditure in all areas that do not impair the separation, which is seen as an advantage to a specific and limited group of recipients (Mathew, et al., 2018).
Serious methods for Kioko, (2017) consist in the conscious decision to set up a separate exercise, similar to that of competitors, to wear a certain item of clothing or to deal with something that as such also functions as a key situation that can be described. It is also important that the system decides what should not work, as the inventor said. With this technology, no decision request and therefore no uncompromising procedure would be created. Doorman points out that the pursuit of functional fitness is necessary, not a process. Some people find the positioning of core technology too static, even with market elements and creative change. However, as the creator put it, it is a dangerous belief that adversaries can quickly restore any market position and advantage, generally based on functional fitness, to gain any significant advantage.
Therefore, the pursuit of ease of use, quality and speed has led to the development of many devices and control techniques: quality, performance measurement, redesign, etc. Actuators have gradually and unchanged replaced the process. When managers tried to create more fronts, they deviated from the right cuts. This approach is especially important for Porter, who wants to improve human relationships and train organizations by setting a benchmark and making it difficult for competitors to reproduce to put the organization first.
[bookmark: _Toc78234302]Cost leadership Strategy and Performance
The cost proposal depends on a lower total cost than the competitors and the dominance is based on a lower total cost than the competitors. The most efficient manufacturers save with minimal costs by searching for and finding cost reserve funds along the entire cost chain. The cost validation methodology aims to enable companies to produce or provide services at a lower cost than their competitors by increasing workforce productivity (Mathew, et al., 2018). 
The main indicator of the effectiveness of the expenditure management system is the number of sources of information per unit of revenue, which is minimal compared to other measures. Expertise can be divided into two categories: cost efficiency, which estimates the cost per unit of production, and resource scarcity, which calculates how small the resources are per unit of product. Cost-effectiveness analyses how low the unit cost of a product is (Nazaritehrani & Mashali, 2020).
Kumar & Balaramachandran, (2018) suggested that a business with minimal costs does not mean that an organization tends to burden the surviving business with less money and that excess benefits are reinvested in the business as noted above. The purpose of the cost control methodology was to achieve a competitive return on investment that is above expectations by keeping costs as low as possible and by focusing all aspects of the business on reducing costs. To achieve a large relative cost advantage, organizations must make significant efforts to manage and increase capacity utilization, control the supply of missing materials or components, and reduce other costs such as research, development, and marketing (Omarini, 2018).
Teshome & Ababa, (2018) examined the relationship between serious tactics and the entry of commercial banks into the European market. Commercial banks that followed a tough strategy were found to outperform their market access counterparts. Using cost management methods, these banks have been able to attract all kind of customers. 
Bundi, (2017) conducted a study on Tesco coating systems in the UK and he saw that the company was well-positioned to take advantage of the offers that came up because of cheap marketing. They also found that the organization's efforts were often focused on valued consumers who were on the alert. About the value of the goods, the goal is to offer customers product incentive contracts that are certainly a monetary incentive compared to large donations (Omoregie, et al., 2019).
[bookmark: _bookmark30]According to another study by Guping, et al., (2021) on the sustainability of the minimum cost model and its impact on bank productivity, managing low priced accounts would be most beneficial in situations where competing products are essentially undifferentiated and traded. Market prices. This technique relied on a strong emphasis on reducing costs at every stage of the value chain (Teshome & Ababa, 2018).

[bookmark: _Toc78234303]Differentiation Strategy and Performance
Incredible features, on-time customer service, rapid product improvements and mechanical authority, reputation and prestige, a variety of tastes and design strategies, and thoughtful performance are examples of strategies for dealing with performance (Afolabi, et al., 2017). The separation method aims to achieve a competitive advantage by endowing products with key attributes such as quality, innovation and customer service. As Afolabi has shown, decoupling reduces intensity and competition for few resources, resulting in better execution, however, the consistency makes the relationships comparable and therefore the seriousness stronger (Zhou, et al., 2021).
One of the main goals of regulators has been to provide the economy with an efficient and competitive banking system. This way customers in the economy would have access to quality services at competitive prices and, hence, the economic growth of the economy could approach its potential (Vivas & Morales, 2009).
[bookmark: _Toc78234304]Focus Strategy and Performance
The advantage of having a centralized system is that it costs less than competitors serving that part of the market, or that it can offer professionals something different from the competition. Associations can focus on the specific specialization they are looking for and offer specialized products to members interested in that knowledge. To distinguish it from other types of procedure, the central procedure is sometimes referred to as a specialized procedure (Bundi, 2017).
Businesses use this technique to focus their efforts on the areas of the market where there is the least competition. Increased competition in financial services reduces the attractiveness of financial services and diminishes the dominance of commercial banking institutions. As a result, it puts pressure on banks to be proactive and identify effective systems that work together to proactively respond to expected and actual changes in an emergency. Commercial banks must therefore prefer appropriate processes to promote their representation to remain competitive and outperform their competitors. To use the central process, commercial banks must first select a niche market to occupy, as this allows them to adapt their money management to the needs of this niche market (Omoregie, et al., 2019).
[bookmark: _bookmark32]Kumar & Gulati, (2019) argued that to be attractive, a central system must be large, facilitate productivity and have significant growth potential. By targeting a small but well-defined marketplace, a company can position itself to increase brand consistency and customer loyalty while protecting itself from the risk of understanding low-cost support and the consequences of potential cost increases. 
Zero cost is also based on reaching a limited level in a competitive industry that large companies would not ignore it. Using a zero-cost or zero-unbundling method is attractive when the target market is large enough to be useful and has growth potential, and industry pioneers do not consider being in the area as important to their well-being as they are to their competitors. By trading in niche sectors of companies or specialized advertising that are normally overlooked or unsupported by larger competitors, the method aims to increase industry share (Nazaritehrani & Mashali, 2020).

[bookmark: _Toc78234305]The Agency Relationship and Performance
An agency relationship is a strategy in which authorized foundations work with outside entities that wish to work with certain financial administrations for their benefit. In recent years, many non-industrialized countries have been particularly successful in banking, particularly in Latin America. The use of the organizational banking model since its introduction in 2010 has increased the availability of banking services to a larger number of people (Hamzah, et al., 2017).
According to the results of a survey conducted by Mathew, et al., (2018), Equity Bank was one of the leading commercial banks bringing money and banking services closer to non-banks and poor rural institutions through flexible branches, mobile and office banking services and personal money management. As a result, it helped banks from Kenya to develop easier and faster and offer a simplified banking process to the customers. 
[bookmark: _bookmark33]Based on a study by Muia, (2017) on agency banking as the main commercial banking system in the city of Kisumu, it was found that audit approaches and methods, innovative solutions and guidelines were created by experts and commercial banks. They created related tasks for the banking department, but the banking department struggled with issues like reputational risk, customer insurance, and legal issues. The professional relocation of the administration made it easier to enter the table of financial administrations such as safes and cash withdrawals, the most popular form of exchange.

[bookmark: _Toc78234306]Performance of Organizations in the Banking Sector
A bank is both a financial institution and a monetary agency that accepts deposits and instructs deposits to borrow, either directly through borrowing or indirectly through the capital markets sectors. Financially, a bank is the relationship between customers with insufficient capital and customers with excess capital. 
Competition has increased in almost every sector of the economy in recent years, and the broadcasting industry is no exception. The ability to outsmart the competition and get better than expected results depends on finding and implementing an efficient business system (Kumar & Balaramachandran, 2018). 
The main ownership is due to the minor restriction on component changes, including operational efficiencies, mergers and acquisitions, levels of expansion, types of improvements, authoritative structures, high-level creation and style and advertising environments and environmental political control (Omoregie, et al., 2019).
Banks are financial institutions where various individuals, associations, and corporations may hold money and obtain credits and loans, among other things. Any company that wants to build customer loyalty needs to build a relationship between customers and executives. 
A very important factor for the bank’s performance is to build a good customer relationship by helping the customers (such as individuals or businesses) and satisfying all their financial needs.
Customer Relationship Management (CRM) has been researched by Hamzah, et al., (2017) who conducted an effective review of the scriptures on the subject. They found that customer relationship management is an important part of the process that organizations try to develop their customer relationships through the information in the Customer Experience Index setting. CRM is used today by more and more financial institutions such as banks, insurance companies and financial foundations (Wonglimpiyarat, 2017). To support this affirmation Kioko, (2017) claims that Customer Relationship Management has empowered administration to better understand customer by paying attention to their questions and requests. It is much easier to find the source of the problem and make the appropriate changes.
Inadequate behaviour of Customer Relationship Management in banks gives the impression that the bank does not care about government aid and the health of its customers, which makes them feel rejected and eventually lose their loyalty to the banks.
Along with the large set of performance measures for banks used by academics and practitioners in the same way, a difference can be made between traditional, economic and market-based measures of performance.
Conventional performance measures are pretty much the same to those applied in other industries, with return on assets (RoA), return on equity (RoE) or cost-to-income ratio being the most commonly used. To add to that, given the importance of the intermediation role for banks, net interest margin is usually monitored (European Central Bank, 2010).
All the customers’ needs are different, and all the banks product and services are different as well. Therefore, if a bank does not satisfy a customer need, surely another one can.
Because feedback is very important for every business, Cavaglieri, (2021), has done surveys on many current accounts customers from different banks to find out their opinion and their relationship with their banks. The survey was made with the help of at least 50 customers for every bank and it is concerning ratings for the customer services, how the banks are handling complaints, and how helpful is the banking app and online banking. The author is talking about the results of the five banks that used and compared in this paper, which are: Barclays, HSBC, Lloyds Bank, Santander, NatWest, all from UK. 
This survey shows that regarding the customers service, all five banks received the same rating, which is 3 out of 5. The author believes that the banks have this lower rating because the bank’ employees do not listen or pay attention to the customer needs. As a recommendation, all five banks should invest more in training their employees on how to improve their relationship with the customers and to have a better understanding of the customers’ needs. 
Regarding the customers complaints, Lloyds Bank, NatWest, and Santander have a better rating (3 out of 5) than Barclays and HSBC (2 out of 5). Generally, no company or bank can be perfect, however there is always room for improvement. Even if Barclays has a lower rating, the bank still has more customers 24 million customers) than HSBC (15 million customers), which has the same rating, which means that is not directly affected by how its staff deals with the customer complaints (Statista, 2021). Again, the banks have received an average rating, which implies that the staff are not properly trained in dealing with the customers. Another reason for this rating could be how slow are the bank’ employees handling the complaints. 
Another important factor on this survey is the online banking, where all the banks have a good rating which is 4 out of 5. The author believes that the banks have invested more in technology, especially nowadays because of COVID-19 crisis, which made people use the online tools more, and probably the banks website and app is easy to use for everyone and led to a higher rating.
In regard to telephone banking, the customers rated the banks with 3 out of 5 stars. Even though the rating is not very high, it is good that banks offer this service, especially for people who do not know how to use or do not have access to online banking, such as the elderly. In the author’s opinion, this low rating is because people are waiting too much for someone to answer or they are not properly trained to help every customer.
The customers point of view is important, however, is more important if a bank has better services or products to offer than its competition. It is very hard for a bank to get a 5 out of 5 rating, because even though banks are trying to satisfy all customer needs and also trying to be one step ahead, it is not always possible. The same recommendations should apply for all these factors, such as hiring more employees to reduce the customer’s waiting time (at the branch or over the phone) and offer training for the new and old employees in how to deal with the customers and how to satisfy the customer’s needs.

3. [bookmark: _Toc85033918]Strategies in the banking industry

As a consequence of the global financial crisis that began in 2007, global stock markets have dramatically crashed, and many companies have collapsed or have been sold to others (Shah, 2013). Some financial organizations have faced more aggressive challenges globally during the chain impact of the financial “tsunami”. It is thus essential that banking institutions should improve their competitive advantages in order to beat the various rivals from the banking industry. These organizations must take on more importance on improving internal operational performance  (Davis & Albright, 2004), (Littler, et al., 2000). Banking institutions must build an efficient way to support their approaches with business objectives on the foundation of performance evaluation. The fundamental analysis of an evaluation that connects strategic objectives as valuable improvement paths turns into an important concern for banking institutions if they want to withstand their competitive advantages.
3.1. [bookmark: _Toc85033919]Global fundaments of the competitiveness 

Nowadays, several economic studies about global competitiveness can be found. Competitiveness is defined by the World Economic Forum as a group of organizations, factors and procedures that determine the level of productivity of any business. Moreover, the more competitive is an organization, the more profitable it can become by following all the steps that lead to the growth of the business (Schwab, 2019). 
A study made by the World Economic Forum, explains that there are four fundamental principles that define the global competitiveness, and their analysis can be split by 12 elements (Schwab, 2019). Moreover, these 12 factors can be summarised in four elements which are: enabling environment, markets, human capital and innovation. The basic requirements of the competitiveness are all about the institutions, infrastructure, macroeconomic stability and information and communication technology. The second factor is about the human capacity and is divided by the skills and the health of the personnel.  The third factor which is about the market size, goods markets efficiency, financial markets capacity as well as an efficient labour market. The fourth factor is the innovation-based factor and is all about the innovation and the work experience that an individual can bring into a company to make it better and more profitable.
The main aspects that define the competitiveness are shown in Figure 1. 




Figure 1: 12 Factors that are building the foundation of competitiveness 
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Source: Klaus Schwab, the Global Competitiveness Report 2019
When talking about financial institution, we mainly talk about the legal and administrative structure where each individual or firm cooperate to create income and capital in the financial system. It is very important for a company to have all the documents in order and to set some ground rules and as well to follow them so that it avoids mistakes, and to create strategies for the company to become more profitable and more competitive. As an example, for every personal loan or mortgage loan, the customer needs to pass all the requirements of the bank such as, a good credit score, not having missed payments and having a stabile job so they can pay back their loan. Moreover, the value of company has a strong impact on competitiveness and development. It has an impact on the investment decisions and plays a vital role in how societies allocate the benefits and support the costs of development strategies and policies. 
The next factor is about the infrastructure, which is very essential for all the financial institution, big or small. This is another main point of the competitiveness because with bad infrastructure it is hard to run smooth operations and to develop the company. Therefore, an effective way of transport for supplies, people, and services, for instance roads, rail network, ports, and air transportation allow companies to get their goods and services to the market in a safe and fast way and helps with the transportation of labourers to workplaces. In addition, a financial institution also depends on electricity supplies that are free of disruptions and deficiencies so that all the companies can work unrestricted (Schwab, 2009).
A good example is that all the bank’s branches can always be found on the High Street of every town, so it is easier for people to find them or to have easy access to them and this applies for the bank’s employees as well.
Nowadays, every banking institution needs a good telecommunication network so that all decision and information can travel to one another as soon as possible and the company can be up to date with all details. Therefore, having installed the latest technology system, which is another factor of competitiveness, is very important for any company. When talking about the information system, mainly we talk about the internet, cell phones, the latest computers or laptops with the latest software, and the most important these days is the social networking, which is the fastest way of letting customers know about the latest products and services.
Throughout the COVID-19 pandemic, all banks had to focus, mainly, on the digital interaction with the customers. Rob Cameron, the CEO of Barclays Payments, has said “It’s about looking at how we can use technology to change processes to the benefit of the customer”. This is the reason why Barclays has made improvement to its digital POD for a better customer journey which led to a decrease of the customer’s questions and moreover, led to less phone calls to the bank (Barclays, 2020). Therefore, this strategy gives more time to the agents to find the best solution in regard to customer enquiries and they can spend more time with the customers that need more help.
The macroeconomic stability is essential in any financial institution. Even if it does not help with increasing profit, it helps to avoid taking wrong decisions. As an example, companies cannot operate effectively when inflation rates are very high. Therefore, the economy cannot develop in a balanced manner if the macro environment is not stable (Schwab, 2009).
The fifth factor is about the health of the workers. When the employees are ill, the company losses money by not having them at work and moreover, not fulfilling their daily duties. For example, if a bank has a few employees missing by being ill, in a day of work there will be less products or services such as, personal loans, mortgage loans or opening a bank account offered to the customers and the bank losses money. This is why, every company, especially banking institutions should provide health care for all their employees.
The next factor is about the skills and experience of every employee. A financial institution works better when its employees know what to do and have the skills to improve the services, attract customers and increase the revenue. The author thinks that all the banks should hire the students with the highest grades and the people with most experience in the financial sector. However, every banking institution should offer up to date training for every employee for a constant upgrade of their skills in these changing times.
The product market factor concerns all the products and services that are being offered by the financial institution. As an example, when a banking institution wants to be more competitive, it will offer to its customers a better interest than its competition, a bigger amount to loan, an easy-to-use online banking, the best retirement plan and wealth insurance and the best advice on how to invest their money.
The eight factor is about the efficiency of the labour market. After talking about how important the skills and the high educations of the employees are, the banking institutions should take care of its employees and offer them rewards for the hard work, flexibility, equity, and a good work environment. As an example, Barclays offers a range of health and wellbeing benefits, discounts to a wide range of products and services such as buying a car, flexible hours to reach the best possible work-life balance, competitive holiday allowance, the opportunity to buy Barclays shares at a discount, recognition of its employees involvement and success and other benefits (Barclays, 2021).
Another factor of competitiveness relates to the financial system, which requires good financial markets that can make capital accessible for private-sector investment from sources as loans from a wide-ranging banking institution, well-regulated securities exchanges, venture capital, and other financial goods. For the fulfilment of those purposes, the banking institution needs to be reliable and transparent, and financial markets need proper regulation to protect investors and other customers (Schwab, 2009).
In the author’s opinion, market size is directly related to the size of products and services. As an example, if a banking institution offers more services or better products than another one, such as different types of loans, interest, investment or wealth plan, more customers will want to use its services. Moreover, if the bank can make available its products and services in different countries, it can increase the number of customers and also the market size.
Generally, banks are offering almost the same products and services, however not all of them are offering the same fees or interest rates. As an example, HSBC and Lloyds have the following products and services: current account, overdraft, credit card, different types of savings accounts (for wedding, children, home, traveling), mortgages, loans, different types of insurance (for home, car, life), retirement plans, travel services, investment plans and car finance. However, NatWest products and services are more restricted because they do not offer insurance, retirement plans or travel services. Moreover, Barclays has the same products and services as HSBC and Lloyds, but it does not offer retirement plans.
The eleventh factor of competitiveness is business dynamism, which is very important because it covers the business operations and strategies, such as a good brand, a good marketing approach, great value chain, and the creation of exclusive and useful products. All these elements are increasing the business efficiency, which leads to the business productivity, which increases competition and should lead to more profit. Moreover, the key factor is the quality of goods and services.
Most of the banks create different offers for each customer. As an example, the APR of Barclays, HSBC and Lloyds that were mentioned before is representative. This means that based on its credit score and financial history, every customer receives its own personalised rate. As an example, from the author’s personal experience, in 2017 for a loan of £15000, Barclays has offered an APR of 21%. However, Sainsbury’s has offered an APR of 9% for the same amount of money. After three years the author paid back the loan and decided to apply for another loan for the same amount of money. After three years of building up its credit score, for another loan of £15000, Barclays APR has decreased and offered to the author an APR of 10%. However, Sainsbury’s APR has decreased as well and offered to the author an APR of 5%, which is still a considerably high difference from Barclays.
The author believes that because Sainsbury’s Bank is owned by a national supermarket chain in the United Kingdom and has to offer fewer financial products compared with the other banks, the bank tries to grow its market. Sainsbury’s Bank financial products are credit cards, loans, savings, travel money, and insurance. Generally, the bank offers short term loans. However, as mentioned before, due to Stamp Duty Holiday and the Government scheme, people want to climb the property ladder and apply for mortgages, which is something that Sainsbury’s Bank do not offer. Because of that, Sainsbury’s Bank is trying to attract more customers by offering a lower interest rate for loans than other banks. To add to that, the bank is rewarding its existing supermarket customers by offering lower interest rates to those who already have a Nectar card.
The twelfth factor, which is the last one and a very important one, concerns the innovation of the financial institution. The vital key of future growing is innovation and investment in research and development. As an example, J.P. Morgan has a Digital Innovation team which identifies and analyses the latest digital trends, developing growth opportunities. Whether it concerns customers, suppliers or employees, the team builds forward-thinking ideas that improve and transform current franchises or outcome in new businesses, goods, and services (J. P. Morgan, 2021).
Nowadays, Barclays is the only British worldwide investment bank with a leading presence in the Unites States. Barclays competes at the top scale with its rivals and many of its European competitors withdraw because of this high competition. An advantage for Barclays is that it has the ability of becoming a strategic proposition for the United Kingdom: it offers a competitive advantage to the economy as many firms are looking to finance their business through the capital markets as an alternative to the bank’s balance sheets (Barclays, 2020). 
Barclays has a financial strategy divided in four pillars. The first pillar is to concentrate on the customers and their needs because without them banks cannot grow. As an example, throughout the COVID-19 pandemic, Barclays has eased up debit and credit card internal regulations by eliminating certain fees and charges. For the second pillar strategy, Barclays wants to continue the improvement of its technology. As an example, Barclays launched in September 2020 the Plan and Invest Platform, which helps current customers with digital advice and investment offering. Barclays is a diversified bank and as for the third pillar it wants to strengthen diversity by focusing on a wide spectrum of customers, business lines, global markets, access to international markets and different sources of income. The four pillar is about protecting and consolidating the culture by focusing on the areas with greater impact and investing in communities that have high potential (Barclays, 2020).
HSBC wants to be the favourite international financial collaborator for its customers. For this to happen, the bank has implemented a four pillars strategy. Firstly, HSBC wants to concentrate on its strengths by offering its products and services to middle market companies globally, also wanting to invest at the nationally level where it has a growing opportunity. The second strategy pillar of HSBC is to digitise on a large scale. Because people are living in a digital era, the bank needs and wants to provide a fast, easy and secure digital customer experience. As a competitive strategy, HSBC works with technology innovators to create innovative customer benefits. The third strategy pillar is to promote market growth. Its strategy is to motivate a dynamic culture that will bring the best people, to help its workers developing their future skills by offering trainings, and also to be an agile and better organised company. Transition to net zero is the last strategy pillar and is about growing into a carbon neutral banking institution, as well as finding new climate solutions (HSBC, 2021). 
As for its strategy, Lloyds Bank wants to focus on five priorities. The first one is to offer help to its customers to rebuild their household financial health by partnering with certain organizations that offer help and support, and by offering training to 6,500 employees to help its customers with financial advice. Secondly, Lloyds Bank wants to help many SME and start-up businesses to grow, improve and boost their digital skills. The third priority of the bank is to increase availability of affordable homes by providing £10 billion of mortgages to first time buyers. The fourth priority is to shift to a low carbon economy by have net zero operations by 2030. The last priority is to build an inclusive organisation by providing financial transactions to possibly excluded groups of people (Lloyds Bank, 2021).
Santander’s strategy is to grow digitally in the United Kingdom and Europe and become the biggest digital consumer bank worldwide. Moreover, the bank wants to introduce simple payment operations and quick and efficient international financial solutions for small enterprises. In addition to that, Santander wants to improve the customer experience, and to build a common culture that shares the technology (Santander, 2021).
NatWest strategies are similar to those of the other banks. The bank wants to improve its customer relationship by helping with financial advice and operations and improve customer experience by creating a simple way of banking via digital innovations. As well as the other banks, NatWest tries to fight climate change by transitioning to a low carbon economy. Moreover, it will try to help the economy to recover from the COVID-19 pandemic and further improve by removing barriers to enterprises (NatWest, 2021).
All the banks have the same business model, which is to produce revenue from the interest and transactional fees applied to their products and financial services. Moreover, all the banks have the same strategies and objectives, such as growing the community, building a customer relationship, to develop on more markets, to have more customers, to be the best and having the best products and services, expansion of the products and services, differentiation, and innovation. In addition to that, as mentioned before, all the aforementioned banks want to transition to a low carbon economy. 
The author believes that it is in a banks’ interest to develop worldwide because it would have access to a larger community, with more customers. Furthermore, if a bank is known in more countries it will be considered as more reliable compared to a new bank unknown by potential customers. Moreover, if a bank grows worldwide, it will create more revenue leading to a larger profit for shareholders.

3.2. [bookmark: _Toc85033920]Other competitive banking strategies

The banking industry has a different way of being successful and profitable. Some of the banks use conventional banking strategies, by appealing to the customers’ deposit and using it for interest payments and operation services and making profit by loaning those resources to business clients at a bigger interest rate. Moreover, other banking institutions use non-traditional approaches such as the use of the credit card or mortgage from the bank that offer some depositor services, then they are selling most of the loan shortly after getting them, and gain profit from the charges of making, assuring, and using these loans. In the middle of these two approaches lies a variety of traditional and non-traditional methods to banking concentrating on local markets or offering its services to clients nationwide, household customers and business clients using a brick-and-mortar organisation or an internet establishment.
Up until now, academic economists have directed less of their attention to the methodical analysis of the profitability, precariousness, or to the feasibility of these various banking business models. The research conducted on bank performance had a tendency to focus on matters of regulatory concern (such as capital adequacy, bank insolvency) or investor concern (such as the reaction of bank stock prices to bank mergers) rather than broader questions of competitive strategy. Additionally, several so-called studies of banking business strategies often have their concentration on banking company size (DeYoung & Rice, 2004).






Figure 2: A strategic map of the banking industry
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Source: (DeYoung, et al., 2004)
DeYoung, et al., (2004) claimed that two standard banking strategies have arisen from the fog of deregulation and technological change. This can be seen in Figure 2, where is described the strategic outcome of deregulation and technological change by using the next four factors: the size of the bank, the cost of the bank unit, the differentiation of the products, and the quality of the information. The vertical aspect of the map is about the measures of the bank size, with the larger banks at the bottom and smallest banks at the top. The bigger the banks, the easier it is to get unit costs at a lower level through scale economies. The horizontal aspect of the map measures the level to which banks differentiate their products and services from those of their rivals.
To offer individualized financial services to customers, banks must have more or less little “soft” information about their clients. In this context, banks take a decision about their business strategies by joining a high or low level of unit costs with a high or low degree of product diversity. The location of the circles on the map indicates what business strategies banks decided to use, and the comparative sizes of the circles suggest the comparative sizes of the banks.
The first of these two basic strategies, exemplified on the map by the small bubbles in the upper right-hand corner, is a traditional banking strategy. Usually, small banks operate in local markets, they create a close relationship with their clients, then they are providing value to depositors over person-to-person contact at branch offices and make “relationship loans” to informationally opaque borrowers (such as small companies) that do not have direct access to financial markets. Even though these homebased focused banks work with quite high unit costs, in theory they can earn high interest margins by paying low interest rates to a reliable base of principal depositors, and they ask the borrowers for a higher interest rate over which they have market control due to information-based switching costs. Usually, these banks receive fee income mostly through service charges on their deposit accounts.
On the other hand, the second strategy used by banks is characterized by the large bubbles in the lower left-hand corner of the map, and it is a non-traditional banking strategy. Larger banks take advantage of economies of scale in the making, marketing, securitization, and servicing of “transaction loans” like credit cards and home mortgages. These kinds of banks work with lower unit costs, however, they tend to gain low interest margins because the loans they produce the main financial products and services that are being sold in highly competitive markets. Substantial total of non-interest income (such as fees from loan origination, securitization, and servicing) are important for this model to be profitable.
Technological developments have helped banks, however, at the same time expanded non-bank competition. This increased rivalry has led to fierce fights for profitable clients and products, consolidations, and the removal of traditional geographic market franchises. Nowadays, banks have to compete with brokerage firms, investment corporations, and insurance firms for transaction balances and cash management services. Big enterprises do not have to use banks entirely as middlemen anymore (Pignal, 2012).
A trend that started in the United States was slowly but surely welcomed in Europe. 80% of the US companies are using bonds as corporate finance, whereas only 20% of the firms are using actual loans. At first, in the late 1990s, when bonds started to appear in Europe, the ratio was inversely proportional compared with the ratio from the US, however, these days, banks are trying to convince the companies to use bonds instead of loans even if the traditional bank lending is going downhill (Pignal, 2012).
Barclays’ diversity offers balance, financial strength, and flexibility, however the bank wants to keep growing and to keep improving its business.  For this to happen, Barclays is focusing on four steps. The first step is to continue investing in the position as the main participant in the international capital markets by building support in the global liquidity because the capital markets help with the economic growing of the world. The second step is to expand the geographic growth of Barclays’ banking expertise by using its United Kingdom historic strength in Europe and United States by helping companies around the world in managing their principal financial needs, from liquidity and payments management, to trading their finance. The third step is to invest in the customer banking and payments businesses by launching a platform-based business model to deliver payments that are conducted from the value exchange of customers who interact with the bank through its digital platform and also providing different products and services to UK customers. The last step is to invest in the development of the wealth management business from the UK. It is essential to extend the access of the investment platform and assistance services to certain banking customers, within Barclays existing base. All due to its experience, Barclays should become an important provider to many more UK consumers while they prepare for the future and start investing in better returning assets (Barclays, 2020).





4. [bookmark: _Toc85033921]Changes in the banking industry
Nowadays, most of the changes around the world and in any industry are resuming to technology. From withdrawing cash from an ATM machine, paying with the card, introducing the use of contactless to pay, leading to pay with the phone or smartwatch, the transfer of the money directly from the phone, tablet, or computer, and using a mobile app to talk with the bank’s customer service without actually going at the brick-and-mortar branch, all of these lead to technology changes in the banking industry. For this to happen, every financial institution needs to be up to date with the latest technology, have all the transaction secured and always look for improvements.
After the 2007 financial crisis, financial institutions have encountered another financial crisis in 2019, when the COVID-19 pandemic prompted changes for the benefit of customers, economy and for banks themselves. From the changes regarding the digital interaction to the financial changes such as skipping payments or lowering the interest rates, the banks had to come up in a short notice with a solution to this crisis.
[bookmark: _Hlk81219261]All at once, Barclays UK and its Consumer Cards and Payments business have encountered substantial challenges in 2019 and 2020, by going through a rough economic shock, and trying to manage a lower interest rate on the long term, also lower fees for overdrafts, and trying to remove some banking charges (Barclays, 2020). 
Structural challenges in the UK financial market have been obvious for some time, but they have been instituted quicker by COVID-19. Barclays’ new goal and strategic challenge is to restore its position on the market to a strong and profitable one. More exactly, Barclays wants to provide a better and more digital bank for customers and businesses and wants to improve their engagement with the certain customers that are generating less income for the bank (Barclays, 2020). 
HSBC as well as all the banks had to change their game and introduced some changes in order to help and support its customers and community. Firstly, in order to support their personal banking customers, HSBC introduced a set of temporary measures, such as interest-free overdraft for a longer period of time, and payment holiday alternatives for mortgage loans, credit cards and personal loans. Secondly, concerning the businesses, HSBC launched support measures containing £8bn to support businesses that were affected by the COVID-19 pandemic, skipping the fee for Small Business Loans, and repayment holidays (HSBC, 2020).
Lloyds Bank is keeping up with the changes and introduced an overdraft extension to its customers, Bounce Back Loans and Coronavirus Business Interruption Loan Scheme. Lloyds Bank helped its customers and businesses with more than £4bn financial support, which also helped other business employees to keep their job during lockdown (Lloyds Banking Group, 2020).
Santander has introduced the same measures as the other banks, such as payment holiday, and is encouraging its customers to start paying as much or as little that they can afford so when they will start repaying their loans, the amount will not be at its highest (Santander, 2020).
During the lockdown, NatWest introduced the same measures as the other banks and helped its customers by offering over £10bn of lending across government schemes to its business customers. They also helped with 240,000 mortgage repayments holidays (NatWest, 2020).
The author believes that all these strategies and measures that were taken by the banks, helped most of the customers, especially those ones that were affected financially by COVID-19, because many people in the UK have either a personal loan, mortgage loan or credit cards and this helped them by not losing their homes, cars or businesses. In addition to that, at the same time, by helping customers, banks helped themselves by not losing the customers or their incomes.
Another big change in the banking industry is related to mortgages. Nowadays, banks made it easier for customers to apply for mortgages by submitting applications online or by phone. This decision helps customers save time by not having to take time off work for physical meeting at the bank, also risking to not bring all necessary documents and having to reschedule the appointment. These days, people want to know what every bank is offering and is so much easier to go online and find out without having to book a meeting with every mortgage advisor from every bank. To make this easier, all banks provide on their website a mortgage calculator, which provides customers with the amount they can borrow, together with all documentation required. This way of application was very helpful in the COVID-19 pandemic time, when many branches were closed, or people did not want to travel and to put them at risk and at the same time helped them in buying a house even with everything shut down.
To find out which of the five banks offer more money for a mortgage or which bank’s mortgages calculator is easier to use, the author used the mortgage calculator from each bank to calculate how much money can get and how fast it is to apply for it.
Firstly, the author used the mortgage calculator from Barclays, which was very fast and easy to use, however the bank’s calculator asked just for a few details such as gross income, regular spending, how much deposit the buyer has and the reason for the mortgage. After these few details, the mortgages calculator shows that the author can borrow up to £225,000. Because the bank asked for a few details, the author is afraid that he cannot rely on these numbers.
Secondly, the author went on the HSBC website and searched for the mortgage calculator and as well as Barclays was very fast and easy to use. HSBC asked as well just a few questions, such as the applicant’s income, the value of the property and the deposit of the buyers. After filling all the questions, HSBC’s mortgage calculator shows that the author can borrow £237.500, which is more than what Barclays offers, however, again makes the author wonder if it is that easy to borrow that amount of money.
Thirdly, going onto Lloyds Bank website, its mortgage calculator was still easy to use, but more complex with more questions, such as: who is applying and if there are children relying on the applicant’s income, employment status, basic income, if there are any commissions, bonuses or overtime, if the applicant has any loans or credit cards to pay and then the calculator indicated that the author can borrow the amount of £228,000. Even if Lloyds Bank would loan less money than HSBC, the fact that its mortgage calculator asked more questions makes the author more comfortable in applying for a mortgage because he knows that the numbers should be more reliable.
The fourth bank to use the mortgage calculator was Santander, which asked more question as well, such as: the reason for mortgage, how many people are applying and how many are dependent on the applicant, the basic income, overtime and other income, child maintenance, any loans, credit cards or other committed monthly pay, the deposit that the applicant has, if the applicant is a Santander customer and for how long does the applicant wants to pay. After introducing the same details, Santander’s mortgage calculator showed that the author can borrow £213,155. 
The last bank to assess was NatWest, which asked whether the applicant is a NatWest customer, the reason for applying, then questions similar to those of the other banks, related to the number of  applicants, number of dependents, gross income, if any overtime or other income was available, loans, credit cards to pay, value of the property, deposit the applicant can use, and number of years the applicant wants the mortgage for. At the end of the process, NatWest indicated that the applicant could borrow £212,500.
All the bank websites were easy to use and fast, and it did not take longer than 5 minute to check every bank’s mortgage calculator. Even if all these numbers are not a formal quotation, it makes it easier for people to see which bank looks more promising of offers a bigger loan. After this process, the buyer can apply for an Agreement in Principle and after that, a mortgage online or by the phone, which is something that many years ago was not possible.
From the author’s opinion, the banks that have not asked many questions about the income, offered a bigger mortgage, whereas, the banks that asked about other income, such as overtime or commissions, offered a smaller mortgage. Moreover, the author believes that the banks are not calculating the whole overtime and it can be one of the reasons that the author received different mortgages.
As a recommendation, all banks should ask more questions about the potential applicant so the loan amount can be more realistic and should explain how it is calculated, so applicants can understand the process.
Another change that the banks have seen in the last year was the increase of the contactless payment and online transactions. On its annual report, (Barclays, 2021) is saying that the contactless payments are 78% of its total transactions, in 2020.

[bookmark: _Toc85033922]5. Financial analysis 
[bookmark: _Toc85033923]5.1. Liquidity Coverage Ratio

When referring to the banking industry, liquidity is generally described as the competence of a financial institution to pay its financial obligations in time (Drehmann & Nikolau, 2013). There are several forms of liquidity.
Banks perform financial operation on both asset and liability sides of the balance sheet. On the side with the assets, it can be seen the flow of money from the lending cash to customers, whereas, on the side with the liability, banks accumulate liquidity from its customers’ savings (Diamond & Rajan, 2001). Athanasoglou, et al., (2008) implied that the need for liquidity risk management in the banking industry is essential to the environment of the banking business.
The latest financial crisis that began in 2007 has kept the regulators, companies, economists and public focused on the liquidity risk matter. Deficiencies in financing and managing the liquidity of the financial institutions drove to the establishment of new rules under the Basel III regulatory structure for the banking institution (Bank for International Settlement, 2013). In particular, the Basel III rules, which were firstly revealed during 2010, are about the additional capital, liquidity covering, and debt requirements of the banks compared with Basel I and Basel II. 
The new liquidity rules revealed after the financial crisis are about the liquidity coverage ratio, which make sure that the banking institution have enough liquid assets, and net stable funding ratio, which ensures that banks do not undertake excessive maturity transformation  (Dietrich, et al., 2014), (Hong, et al., 2014).
The liquidity coverage ratio was first introduced in 2015 with the minimum ratio requirement of 60% and it kept increasing every year until 2019, when the minimum requirement of LCR got to 100% (Bank for International Settlement, 2013).
In this paper, the author will analyse the liquidity coverage ratio of five banks, Barclays, HSBC, Lloyds Bank, Santander, and NatWest for the years 2016-2020. 
The liquidity coverage ratio is calculated by dividing the bank's high-quality liquid assets (HQLA) by the bank total net cash flows, over a 30-day period under the prescribed stress scenario (Bank for International Settlement, 2013).
Table 1: Liquidity Coverage Ratio of Barclays for 2016 - 2020
	Barclays
	2016
	2017
	2018
	2019
	2020

	Liquidity Coverage Ratio (%)
	131
	154
	169
	160
	162

	High-quality liquid assets (€m)
	-
	£203,944m
	£220,996m
	206,448
	258,198


Source: Pillar three reports of Barclays
[bookmark: _Hlk84247926]The Liquidity Coverage Ratio of Barclays for the years 2016 – 2020 is well above the 100% regulatory requirement with the highest ratio in 2018 being 169%. The decrease of liquid assets from 2019 was due to the COVID-19 pandemic, which stopped many people from working, saving money and taking loans. However, we can see a high increase in the liquid assets for 2020 compared with the precedent years, which was led by a growth in deposits and mortgages, which was mainly a result of government and central bank policy reaction to the COVID-19 crisis (Barclays, 2021). Pillar three report of Barclays does not show any details of the Liquidity Coverage Ratio from 2016.

Table 2: Liquidity Coverage Ratio of HSBC for 2016 - 2020
	HSBC
	2016
	2017
	2018
	2019
	2020

	Liquidity Coverage Ratio (%)
	-
	142.2
	153.8
	150.2
	139.1

	High-quality liquid assets ($Bn)
	-
	142.2
	567.2
	601.4
	677.9


Source: Pillar three reports of HSBC
From the Liquidity Coverage Ratio point of view, HSBC is keeping the ratio well above 100%, which is the regulatory requirement. Even if HSBC has registered the biggest increase in the liquid assets, in 2020, the ratio has registered a decrease from 2019, mostly because of the increase of the Total net cash outflow (HSBC, 2021). Pillar three report of HSBC does not show any details of the Liquidity Coverage Ratio from 2016


Table 3: Liquidity Coverage Ratio of Lloyds Bank for 2016 - 2020
	Lloyds Bank
	2016
	2017
	2018
	2019
	2020

	Liquidity Coverage Ratio (%)
	-
	125
	128
	127
	126

	High-quality liquid assets (£m)
	-
	124,543
	125,731
	113,434
	112,203


Source: Pillar three reports of Lloyds Bank
The liquidity coverage ratio of Lloyds Bank for the years 2017 – 2020 is above the 100% regulatory requirement as well as the other banks. LCR is pretty similar for all the years, however the liquid assets have registered a decrease for 2019 and 2020, because of COVID-19 pandemic, which affected Lloyds Bank’s customers savings. Pillar three report of Lloyds Bank does not show any details of the Liquidity Coverage Ratio from 2016

Table 4: Liquidity Coverage Ratio of Santander for 2016 - 2020
	Santander 
	2016
	2017
	2018
	2019
	2020

	Liquidity Coverage Ratio (%)
	-
	142
	147
	-
	-

	High-quality liquid assets (€m)
	-
	183,745
	191,181
	-
	-


Source: Pillar three reports of Santander 
The liquidity coverage ratio of Santander Group for the years 2016 – 2020 is above the 100% regulatory requirement as well as the other banks, however the pillar three reports for the years 2016, 2019 and 2020 does not show any numbers of the LCR. The increase of LCR from 2018 is mostly because of the increase in customers deposit and loaning.
Table 5: Liquidity Coverage Ratio of NatWest for 2016 - 2020
	NatWest
	2016
	2017
	2018
	2019
	2020

	Liquidity Coverage Ratio (%)
	-
	140
	158
	140
	147

	High-quality liquid assets (£m)
	-
	122,900
	137,905
	99,950
	119,655


Source: Pillar three reports of NatWest
COVID-19 pandemic has affected NatWest 2019 numbers as well as all the banks because of people being unable to work or to save money and trying to take more loans. However, LCR for 2020 has increased all due to the growth in the liquidity portfolio offset with a lesser level of increased net outflows. The growth in the liquidity portfolio was mainly driven by the significant growth from the clients’ deposits in NatWest Holdings which exceeded the increase in customer lending (NatWest, 2021). Pillar three report of NatWest does not show any details of the Liquidity Coverage Ratio from 2016.

[bookmark: _Toc85033924]5.2. Financial Ratios

The analysis of the financial ratios is comparing the financial data in the structure of ratios to evaluate a business's financial health and profitability (Clayman, et al., 2012).
The easiest way of telling if a bank is profitable or not is look at the net income if it is positive or not. However, this does not show if the bank is competent or what is the level of profitability. The method of finding out the profitability and performance of a bank is to use the financial ratio based on the financial statement of the bank. In this chapter, the author will use three financial ratios (Return of Asset, Net Profit Margin and Operating Profit Margin) to analyse bank performance.
The Return on Assets ratio is based on the income statement and balance sheet of a company and is calculated as the net income divided by the Total Assets and is measuring how efficiently a business can make profit from its assets (Jewell & Mankin, 2011). 
Table 6: Return on Assets for Barclays, HSBC, Lloyds Bank, Santander, and NatWest for the years 2016-2020
	Return on Assets
(%)
	2016
	2017
	2018
	2019
	2020

	Barclays
	0.14
	(0.15)
	0.14
	0.21
	0.11

	HSBC
	0.14
	0.5
	0.6
	0.32
	0.2

	Lloyds Bank
	0.3
	0.43
	0.56
	0.36
	0.16

	Santander
	0.43
	0.4
	0.4
	0.24
	0.14

	NatWest
	0.65
	0.2
	0.3
	0.5
	(0.05)


Source: Author’s calculation from the Annual Reports of Barclays, HSBC, Lloyds, Santander, and NatWest
From the table below, it can be seen clearly that Barclays has the lowest rate of assets ratios, because it has registered each year a lower profit after tax compared with the other banks, and has registered a loss in 2017 of £1,748m. HSBC has registered the biggest profit after tax for all the years and this is why it has the biggest ratios. Lloyds Bank, Santander and NatWest ratios are variating as well as the other banks, with the profit for the year bigger for Lloyds Bank and the lowest total assets for Santander. How it was mentioned before, COVID-19 crisis has affected all the bank’s customers and implicit the banks and that is why all the banks are registering lower ratios for 2019 and 2010 compared with the other years, and NatWest has registered a loss of £434m.
The Net Profit Margin shows how much income is left after all costs and expenses are being paid off and it is calculated as net income divided by the total revenue of the bank (Clayman, et al., 2012).
Table 7: Net Profit Margin for Barclays, HSBC, Lloyds Bank, Santander, and NatWest for the years 2016-2020
	Net Profit Margin
(%)
	2016
	2017
	2018
	2019
	2020

	Barclays
	16.6
	(17.7)
	17.6
	26.1
	18.8

	HSBC
	11.5
	42.1
	49.3
	28.6
	22.1

	Lloyds Bank
	27.1
	32.5
	33.6
	29.5
	13

	Santander
	36.7
	33
	32.2
	21.5
	12.7

	NatWest
	41.7
	10.8
	16
	26.6
	(4)


Source: Author’s calculation from the Annual Reports of Barclays, HSBC, Lloyds, Santander, and NatWest
Net profit margin is probably the most essential ratio in showing how successful a company has been, in this case how successful the banks have been. The bigger the ratio, the more profitable the bank is. Barclays has registered an increase in the net profit margin in the first years, with an exception in 2017, when it has registered a loss, and in 2020, when it has been affected by the COVID-19 crisis. HSBC has registered the biggest ratio in 2017 and 2018, all due to bigger profit for the year and bigger net interest income, and a decrease in 2019 and 2020 because of the COVID-19 pandemic. As well as HSBC, Lloyds Bank has registered an increase in the ratio in the first years, which shows that the bank was doing very well. It then recorded a decrease in 2019 and 2020, similar to all other banks because of the COVID-19 pandemic. From the ratio point of view, Santander is not doing well because since 2016 it keeps registering a decrease year by year. NatWest as well as Santander is not doing very well, with big variation every year, mostly decreasing, and with a negative ratio registered in 2020 because of the losses and the lowest net interest ratio.
Overall, we can say that the most profitable bank is HSBC, which registered the highest Net Profit Margin in 2018 (49.3%), and as well in 2020 (22.1%), when it was a difficult year for all banks because of COVID-19 pandemic.
The operating profit margin shows how much income is left for the bank after taking out the costs of goods sold and operating expenses and is calculated as operating income divided by the total revenue (Clayman, et al., 2012).








Table 8: Operating Profit Margin for Barclays, HSBC, Lloyds Bank, Santander, and NatWest for the years 2016-2020
	Operating Profit Margin
(%)
	2016
	2017
	2018
	2019
	2020

	Barclays
	30.6
	36
	38.5
	46.3
	37.7

	HSBC
	23.8
	61
	65.2
	43.8
	31.8

	Lloyds Bank
	45.7
	48.3
	44.5
	43.1
	11.4

	Santander
	53.4
	47.7
	43.4
	29.8
	16

	NatWest
	(32.4)
	17
	25
	29.7
	(3.2)


Source: Author’s calculation from the Annual Reports of Barclays, HSBC, Lloyds, Santander, and NatWest
The higher the margin, the more efficient is the bank. Barclays and HSBC seem to be the most efficient banks because they are registering an increase every year, with the exception of 2020, when as mentioned before all the banks were affected by COVID-19 crisis. Lloyds Bank’s ratios have a slight variation, which means that the bank does not become more profitable, however at the same time it is not decreasing. As well as net profit margin, operating profit margin for Santander is decreasing each year, which means that the bank’s profit is not increasing. NatWest has registered increases from 2017-2019, however, it registered losses in 2016 and 2020.
All the banks’ financial strategy are pretty much the same. All the banks are trying to gain more customers, to develop and extend on more markets and to make more profit. Even if they all are using almost the same strategies, the numbers are different for each bank.
Graphic 1: Lloyds Bank, Barclays UK, NatWest, HSBC UK, Santander’s number of customers from 2007 to 2020

Source: (Statista, 2021)

From the graphic below, it can be seen that Lloyds Bank and Barclays UK have a similar number of customers in 2020. The small decrease of customers for Lloyds Bank is probably because in 2020, Lloyds Bank announced that it will close the bank accounts of Britons that live outside the UK (BBC, 2020). 
In the first quarter of 2020, Santander tried to gain more customers by lowering some interest rates for some accounts. However, HSBC had a bigger move and offered £175 to anyone that will switch their current accounts with other banks to HSBC. This move helped HSBC to gain a bigger number of customers (Paloma, 2020). Even if Santander has lost its current account customers, it is offering a lower interest rate for loans and overall, it gained more customers.
As mentioned before, NatWest is another bank that offers a lower interest rate for loans and to gain more customers in the author’s opinion this is the main reason that its number of customers increased considerably since 2017 (11.5 million).
The author believes that what helps Barclays in keeping the same number of customers is offering rewards for the current account’s customers.
Even if the number of customers is important, for a bank the most important thing is the profit at the end of the year. It is also important what kind of customers the bank has, maybe a customer deposits the same amount of money as five customers for another bank. Another important factor that leads to the bank’s profit is to give more loans so it can earn revenue from the interest. It is important for a bank to have as much customers as he can, however if a bank has less customers it does not mean that it has less revenue than its competitors.

Table 9: Net interest income and Profit for the year for Barclays, HSBC, Lloyds Bank, Santander, and NatWest for 2020
	2020
	Barclays
(£m)
	HSBC
($m)
	Lloyds Bank
(£m)
	Santander
(£m)
	NatWest
(£m)

	Net interest income
	8,122
	27,578
	10,749
	3,437
	10,796

	Profit for the year
	1,526
	6,099
	1,387
	438
	(434)


Source: 2020 Annual Report of Barclays, HSBC, Lloyds Bank, Santander, and NatWest

Even if HSBC has less UK customers, it has the biggest revenue, which is $27,578m and profit for the year, which is $6,099m. Barclays has more customers compared with HSBC, but is registering less net interest income (£8,122m) and profit for the year (£1,523m). NatWest has a similar number of customers as HSBC, however the bank registered a loss of (£434m) for 2020.
How it was mentioned before, strategic wise, there are no major differences between the bank’s strategies. The author believes that the differences in the bank’s performance are due to different management of every bank and different way of operating. Moreover, another factor that counts towards the profitability and performance is the banks’ size.









[bookmark: _Toc85033925]Conclusion

In conclusion, all banking institutions mentioned in this paper (Barclays, HSBC, Lloyds Bank, Santander, NatWest) have almost the same strategies, such as gaining more customers and building a bigger community, maximising profit, having a good customers relationship, and having the most experienced people to help bring more innovations and customers.
A very good strategy that banks use is offering customers several means of contacting the bank. Customers can choose to have a face-to-face meeting into a branch, have an over the phone conversation, or use online banking services, which nowadays are accessible and easy to use for most people. In addition to that, due to the COVID-19 pandemic, all banks have allocated more resources to online banking tools and over the phone services, which in the author’s opinion was the best decision to avoid physical contact between people in order to keep everyone safe.
For a banking institution to function at its maximum capacity and bring more revenue, the 12 pillars need to be followed and none of it should be neglected.
The Basel III Accord that was installed in 2015, which requires that all the banks have a Liquidity Coverage Ratio of at least 100% from 2019, helped banks through the COVID-19 crisis because now all of them had enough liquidity to help their customers with payment holiday and business consolidation loans.
Concerning the financial analysis, all the banks studied were affected by COVID-19 pandemic. Some of them were affected more than others, such as NatWest, which registered losses in 2020. 
After the 2007 crisis, when banks were badly affected, most of them managed to recover and showed improvement year by year. Although banks were affected by the COVID-19 crisis, the technology and innovations implemented and scheduled will continue to help banks recover faster and maximise profit.
After analysing the profitability of the five banks, the author reached to the conclusion that the bank’s performance is not related with the banks’ strategies, in fact it is about how experienced is the management and how well trained are the employees and how good are the products and services offered by the banks.
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