UK banks fade on global stage
UK banks continue to lose their global position as Chinese banks power ahead, according
to The Banker’s latest ranking of Top 1000 banks.
HSBC fell from fifth place to ninth, Barclays from 12th to 13th and Royal Bank of Scotland
from 15th to 18th as they restructured and slimmed down in the wake of the financial
crisis. The ranking is based on capital strength.
Brian Caplen, editor of The Banker, said: “At one time several UK banks were among a
handful of truly global players. But since the financial crisis they have reduced their
scope and are focussing on a fewer areas in a bid to restore profitability. We may have
seen the end of the UK-based global bank.”
By contrast, UK banks which focus only on the domestic market are holding steady –
Lloyds stayed in 22nd position and Nationwide rose from 119 to 105.
Chinese banks continue to improve their position. ICBC topped the ranking for the third
year in a row. China now has three banks in the top five, with Bank of China moving
from seventh place to fourth and China Construction Bank staying in second place.
Agricultural Bank of China moved up from ninth place to sixth.
Chinese banks also make the most profits. The top four Chinese banks have the highest
profits in the world, and collectively Chinese banks make 1.75 times the amount US
banks make and almost 10 times UK profits. In 2008 UK banks made more than Chinese
banks.
The restructuring of UK banks has had a negative impact on employment. HSBC, which
recently announced a further 50,000 job losses, has reduced its global workforce by
nearly 8% since 2011. Most major UK banks have cut staff since the financial crisis while
the major Chinese banks have been hiring. ICBC alone now has more employees that
the entire UK banking sector.
Profits and returns at UK banks are slowly recovering although they are well below their
pre-crisis levels. Total pre-tax profits increased by 49% to $32.5bn but are still only a
third of their peak performance in 2007. Return on capital is 7.31% which is half the
levels in the Middle East and North America and one third of the levels in Africa and Latin
America.
UK banks are doing better than eurozone banks where the return on capital is a meagre
4.61% despite a 123% increase in profits. The countries with the worst overall banking
losses were all in the eurozone – Greece, Italy, Portugal, Austria and Cyprus – as were
the top 10 banks with largest losses. Italy’s Banca Monte dei Paschi di Siena recorded
the largest losses worldwide at E7.7bn.
“With the UK holding an EU membership referendum next year, the concern must be
that while the EU desperately needs reform, it will be too preoccupied with its own issues
to properly consider arguments made by the UK government,” says The Banker’s editor
Brian Caplen.
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