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RBS posts promising results despite shortcomings

Yesterday, Stephen Hes-
ter, CEO of RBS, Britain’s
biggest part-state-owned
bank, announced it had

made a net loss of £3.6bn,
down from £24.3bn in
2008.

The results showed it out-
performed fourth quarter
predictions, news that
sent the share price up
more than 6% to 38.38p,
despite the fact that three
of RBS’s divisions suffered
losses in the last quarter.

The US retail banking op-
erations trimmed losses to

ompan

10,325.49. The DJ
Euro Stoxx was
also up at
2,704.94. A daily
increase of 20.52
(0.76%).

The NASDAQ Com-
posite had an In-

dex value of
2,239.30 at 3pm,
Friday. This was a
daily change of
0.23%, up 5.08
points.

£19m, Ulster Bank re-
corded a loss of £275mn
and the insurance busi-
ness, best known for Di-
rect Line, suffered a
£170m loss.

Hester was keen to focus
on a recovery at its core
business, where a strong
investment-banking  per-
formance drove profits up
90% to £8.3bn and revenue
a third higher. Even so,
the bank was unable to
shake off criticism over a
bonus pool of £1.3bn -
about £76,500 for each of
its 17,000 investment-
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Price Change
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banking staff.
RBS has failed to live up
to its promise to supply
the UK economy with
credit and meet govern-
ment-set  targets for
lending to businesses.
RBS lent £60bn to busi-
nesses last year but said
its clients paid back
£12bn more than they
borrowed.

The Treasury has admit-
ted it didn’t expect busi-
nesses to repay loans,
and will not set limits
this year.

man, Ben Bernanke, re-
vealed Thursday that the US
central bank is investigating
Goldman Sach’s role in ar-
ranging contentious deriva-
tive trades for Greece.

Bernanke stated ‘we are
looking into a number of
questions relating to Gold-
man ... and there derivative
arrangements with Greece’.
The derivative contracts
concerned relate to cur-
rency transactions used at
the time to help ‘massage’
Greece’s fiscal deficit so as
to gain easier euro zone
accession.

Goldman responded to the
European investigations
stating that the currency
swaps played a ‘minimal
role’ in Greece’s financial
crisis and that they fol-
lowed European regula-
tions.
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Fed Probes Goldman Role in
Greek Fiasco

The Federal Reserve chair-

Bradley Wright

Bernanke, testifying in
front of congress, also
stated the Securities and
Exchange Commission was
investigating abuses of de-
rivative and credit default
swap (CDS) contracts that
have led to ‘destabilising
effects’, namely the Greek
public debt fiasco.

CDS contracts are used as
an insurance policy against
default, however Bernanke
stated that using ‘these
instruments to intentionally
destabilise a country or
company is counter produc-
tive’. These calls were ech-
oed by German Chancellor
Angela Merkel’s political
party stating the G20 were
looking into an outright ban
on speculative CDS trading.

On news of the investiga-
tion, Goldman (NYSE:GS)
shares fell $2.32 or 1.5% to
$156.01.
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King Warns of Further QE

Mervyn King, BoE governor, has
warned that the UK may have to re-
start its quantitative easing program
in the coming months if the economy
gets worse.

The program was halted at the be-
ginning of the month after a unani-
mous decision to freeze QE. The
weakening of the euro zone, a major
trading partner of the UK’s, may
lead the bank to reactivate it.

"My particular concern at the mo-
ment derives from the health of the
global economy, and in particular
our major trading partner, the euro
zone," the governor said.

Most of the zone’s 16 member states
crawled out of recession last sum-
mer but recent data shows that
countries such as Germany and Spain
remain weak whilst Greece contin-
ues its battle with sovereign debt
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defaults.

King is pessimistic in his view about a
global recovery and emphasized the
fact that the UK had "embarked on a
process of healing,"” which would take
time. He went on to say that the
bank will do “whatever seems appro-
priate” to prevent a relapse in the
UK’s economic recovery. The mone-
tary policy committee is ready to ex-
tend the £200bn asset purchase pro-
gram if need be. After this announce-
ment the pound dropped to a nine
month low against the dollar from
$1.5539 to $1.5413. The bank’s base
rate remains at its historic low of
0.5%.

As of now it seems that time would
be the bank’s deciding factor of
whether or not to restart the pro-
gram. If the recovery was to deterio-
rate, the bank may not have a choice
in order to avoid another recession.

Sunny Shah

jotete]

Lloyds Banking Group on Friday re-
ported a £6.3bn underlying pre-tax
loss for 2009, a slight improvement
on the £6.7bn deficit recorded a
year earlier.

jetete]

UK house prices fell by 1.0% month
on month in February, halting a nine
month streak of steady rises and
raising questions once again about
the stability of the market.

jetete]

Talks have collapsed between Brit-
ain, the Netherlands and Iceland

about repayment of £3.4bn (€3.8bn)
lost by depositors in the failed online
bank Icesave, raising fears that the
country will fail to meet its obliga-
tions.

jetete]

CEQ’s at Lloyd’s and RBS have both
waived bonuses, although both have
multi million pound performance
related incentives.

‘the opinions expressed in this newsletter are those of the authors, and not those of Cass Business School or its staff'

jetetel

The Office for National Statistics up-
dated its figure for output in the fi-
nal quarter of ‘09 to 0.3%, not the
0.1% reported in the preliminary es-
timate, mainly driven by the services
sector.

jeteted

Bourses in Europe and Asia regained
their composure at the end of a vola-
tile week as positive economic data
out of Japan and a rebound overnight
on Wall Street calmed nerves.

jeieie]

Sterling dropped to a nine-month low
against the dollar and even lost
ground against the euro after figures
showed business investment had
fallen far more than expected in the
final quarter ‘09

jeteted

India on Friday left fiscal stimulus
measures firmly in place as it re-
leased its budget in a bid to propel
itself to 10% economic growth.

Sources: www.theft.com, www.reuters.com, www.economist.com, www.timesonline.com, www.bbc.co.uk, www.yahoofinance.com, www.bloomberg.com



