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Information classification: Internal

Has the meteor landed, 
or can banks evolve and survive.
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What should banks do to respond?
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Presentation structure

1. How global banking has changed since the crisis 

2. What has happened to capital, valuations and profitability?

3. What are now the main competitive threats to banks business models?

4. Can banks respond, or are they dinosaurs in a world hit by a fintech meteor?
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1. How has global banking changed since the crisis?

- the relative scale of Western and Eastern banks has changed a lot

- European and British banks have retrenched

- in spite of the effective ban on acquisitions, and of new entrants, concentration in  
Western markets has been stable or growing 
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World’s largest Banks by Total Assets ($bn) 

Dec-2016

# Institution Country
Total Assets 

($bn)

1 Industrial & Commercial Bank of China China 3,473

2 China Construction Bank China 3,016

3 Agricultural Bank of China China 2,816

4 Bank of China China 2,604

5 Mitsubishi UFJ Japan 2,589

6 JP Morgan US 2,490

7 HSBC UK 2,374

8 BNP Paribas EU 2,190

9 Bank of America US 2,187

10 Wells Fargo US 1,930

Total 25,669

December 2016

Dec-2008

# Institution Country
Total Assets 

($bn)

1 Royal Bank of Scotland UK 3,515

2 Barclays UK 3,004

3 Deutsche Bank Germany 2,896

4 BNP Paribas France 2,729

5 HSBC UK 2,527

6 JP Morgan US 2,175

7 Credit Agricole France 2,174

8 Citigroup US 1,938

9 Mitsubishi UFJ Japan 1,922

10 ING Group Netherlands 1,858

Total 24,739

December 2008

Source: Bank of America Merrill Lynch
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UK and European banks have retrenched

Source: “What happened to global banking after the crisis?”  Dirk Schoenmaker, Bruegel
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Cross-border financial flows have declined 

Source: “The new dynamics of financial globalization” McKinsey Global Institute, August 2017
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They have divested assets on a large scale

Source: “The new dynamics of financial globalization” McKinsey Global Institute, August 2017
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The changing geography of banking

Source: New Financial: A decade of change in capital markets, William Wright and Panagiotis Asimakopoulos
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Concentration in US banking has grown

Source: Bank of England (March 2010):  “The $100bn question”
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Even though big banks do not seem better or safer

Source: Bank of England (March 2010):  “The $100bn question”
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2.  What has happened to capital, valuations and profitability 

- capital ratios have risen sharply under regulatory pressure

- but investors have not been very impressed

- perhaps because returns on capital have, on average, remained much lower than         

before the crisis
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The capital strength of large banks has grown 

Source: S&P Capital IQ and Bank Calculations
Bank of England: Rethinking Financial Stability 

G-SIB and D-SIB Tier 1 capital ratios 
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But price to book valuations have fallen

G-SIB and D-SIB price-to-book ratio 

Source: S&P Capital IQ and Bank Calculations
Bank of England: Rethinking Financial Stability 
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So on a market valuation basis banks do not seem so strong

Capital ratio using market value of equity 

Source: S&P Capital IQ and Bank Calculations
Bank of England: Rethinking Financial Stability 
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Bank returns have been under pressure

- higher capital requirements have increased the cost of capital

- regulatory fines and compensation have been huge:  $321 billion or more (Boston   

Consulting Group calculation) 

- very low interest rates have depressed Net Interest Margins
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Banks have stabilised at a lower RoE

Source: “The Phoenix Rises: Remaking the Bank for An Ecosystem World” McKinsey Global Banking Annual Review 2017
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3.  What are the main competitor threats to banks’ business models?

- peer to peer lenders

- new entrants into payment systems

- fintech, especially digital platforms
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P2P and Payments have attracted most investment

Source: UK fintech data:  an overview of startups and their investment 
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P2P Growth has been explosive…..

Source: Orcamoney.com:  The Growth & Development of Peer to Peer Lending: Mega Trends, Trends and more
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P2P lenders still struggle to break even

Source: Bank Underground: Peer to Peer – Scale and Scalability

Lending growth and operational losses of selected UK P2P platforms
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And they are not much cheaper for borrowers

Source: Bank Underground: Peer to Peer – Scale and Scalability

Consumer of Zopa (leading P2P consumer platform) and bank 

consumer lending rates by size of loan ( 5 year maturity)
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Fintech investment boom may be tailing off

Source: KPMG International, The Pulse of Fintech: Global Analysis of Investment in Fintech, Fourth Quarter 2016 

Total global investment in fintech companies 2010 - 20160
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Some may not succeed

Source: Global Financial Stability Report October 2017: Is Growth at Risk?
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But the threat to business models is comprehensive

Source: Mark Carney, Bank of England: The Promise of FinTech – Something New Under the Sun? January 2017
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Scouting for ideas and partnerships
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Hold onto customers

“The battle between start-ups and 
incumbents revolves around one key 

question:

Do start-ups get distribution before 
incumbents get innovation?”

Silicon Valley V.C.
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Banks must become more agile

Source: “Take a page from the retail playbook: The agile branch banking customer experience.”  November 2016
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Risk Management must assist prudent growth
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Efficiency must be a major focus

Source: “The Phoenix Rises: Remaking the Bank for An Ecosystem World” McKinsey Global Banking Annual Review 2017
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Banks must be determined to lead

Source: “RBS” May 2018
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So the answer is to be….

 Scouting for opportunities

 Customer – centric

 Agile

 Risk aware

 Efficient

 Determined
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Has the meteor landed, 
or can banks evolve and survive.
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