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UK BANKS HAVE LOST GROUND ON THE BANKER'S RANKING SINCE THE ANNOUNCEMENT OF BREXIT

Thomas Humblot

The largest UK banks lose ground in The Banker's rankings
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The Banker's rankings of the UK's five largest banking groups by Tier 1 capital - HSBC, Barclays, NatWest (formerly RBS), Lloyds and Standard
Chartered - have generally declined since 2013. This trend, which was initially in step with all of the largest European banks, mainly due
to differences in growth rates between geographic regions, has been even sharper in the UK since the vote for Brexit in 2016. HSBC almost
maintained its ranking, thanks to its geographic diversification.

The decline in the rankings of the UK banks can be attributed to the absolute decline in Tier 1 capital (-12.6% between 2013 and 2020), but
also to the increase in the Tier 1 capital of the other largest euro area banks (+29.6%). Such change in the outstanding amounts of capital
is, however, to be qualified by a negative exchange rate effect due to their conversion into dollars. Indeed, between 2015 -just before Brexit-,
and 2020, the pound sterling depreciated by 8% against the dollar, while it depreciated by 18% against the euro.

Uncertainty over Brexit, the persistence of historically low interest rates and the economic impact of the Covid-19 pandemic have had a
heavy toll on the aggregated net income of UK banks (-53.2% in 2020). Aggregated net income was slashed by a negative scissor effect in
2020 due to a 7.3% decline in operating income and a 70.1% increase in the cost of risk. The improvement observed in the results of the
largest UK banks in Q1 2021 is mainly due to the reversals of provisions and must still be confirmed by Q2 results, which are to be released
by the end of July.
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The information and opinions contained in this report have been obtained from, or are based on,
public sources believed to be reliable, but no representation or warranty, express or implied, is
made that such information is accurate, complete or up to date and it should not be relied upon
as such. This report does not constitute an offer or solicitation to buy or sell any securities or
other investment. It does not constitute investment advice, nor financial research or analysis.
Information and opinions contained in the report are not to be relied upon as authoritative or
taken in substitution for the exercise of judgement by any recipient; they are subject to change
without notice and not intended to provide the sole basis of any evaluation of the instruments
discussed herein. Any reference to past performance should not be taken as an indication of
future performance. To the fullest extent permitted by law, no BNP Paribas group company ac-
cepts any liability whatsoever (including in negligence) for any direct or consequential loss ari-
sing from any use of or reliance on material contained in this report. All estimates and opinions
included in this report are made as of the date of this report. Unless otherwise indicated in this
report there is no intention to update this report. BNP Paribas SA and its affiliates (collectively
"BNP Paribas”) may make a market in, or may, as principal or agent, buy or sell securities of any
issuer or person mentioned in this report or derivatives thereon. BNP Paribas may have a finan-
cial interest in any issuer or person mentioned in this report, including a long or short position
in their securities and/or options, futures or other derivative instruments based thereon. Prices,
yields and other similar information included in this report are included for information pur-
poses. Numerous factors will affect market pricing and there is no certainty that transactions
could be executed at these prices. BNP Paribas, including its officers and employees may serve
or have served as an officer, director or in an advisory capacity for any person mentioned in
this report. BNP Paribas may, from time to time, solicit, perform or have performed investment
banking, underwriting or other services (including acting as adviser, manager, underwriter or
lender) within the last 12 months for any person referred to in this report. BNP Paribas may
be a party to an agreement with any person relating to the production of this report. BNP Pa-
ribas, may to the extent permitted by law, have acted upon or used the information contained
herein, or the research or analysis on which it was based, before its publication. BNP Paribas
may receive or intend to seek compensation for investment banking services in the next three
months from or in relation to any person mentioned in this report. Any person mentioned in
this report may have been provided with sections of this report prior to its publication in order
to verify its factual accuracy.

BNP Paribas is incorporated in France with limited liability. Registered Office 16 Boulevard des
Italiens, 75009 Paris. This report was produced by a BNP Paribas group company. This report is
for the use of intended recipients and may not be reproduced (in whole or in part) or delivered
or transmitted to any other person without the prior written consent of BNP Paribas. By accep-
ting this document you agree to be bound by the foregoing limitations.
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