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Brussels pressurises UK Banks


(The original article “Brussels may press UK banks to sell units” was written by Jane Croft, and published by Financial Times on 26 June 2009 – � HYPERLINK "http://www.ft.com" ��www.ft.com�)





UK banks, including Lloyds and Royal Bank of Scotland, are likely to come under pressure from the European Commission to make disposals as a condition for the granting of state aid. Neelie Kroes, the EU competition commissioner, said Friday in a speech that she would be working with the government “to get UK banks off aid as quickly as possible and on to business models which push them to focus on what they do best.” She said “It may be that some banks will be required to divest parts of their businesses to offset the massive benefits they received in being granted aid.” Lloyds, which is 43,5 percent owned by the government has indicated  that it might have to sell non-core or even core assets as a condition for the granting of state aid. It is reducing its balance sheet and there has been speculation that Lloyds could sell off some of its insurance assets such as Scottish Widows. It is considering selling off stakes in about 60 companies built up by HBOS’s controversial integrated finance unit. RBS which is 70 per cent owned by the government, has set out plans to shrink its balance sheet by about a fifth and has been selling businesses in Asia. It has hived off £240bn of loans that will either be run down or sold off. Under EU rules, companies that are bailed out with government money are generally required to restructure to offset competitive advantages stemming from the assistance. Any disposals are allowed to take place over a long period – as long as more than 5 years. Ms Kroes, speaking at Chatham House in London, said the Commission “stands firm on the need for restructuring” because “if competition is allowed to drain out of the UK financial services sector entirely it would be a disaster for the UK and foe Europe as a whole.” She pointed to the Commission’s moves in Germany where it has approved the restructuring plans at WestLB and Commerzbank, which have received state support. These banks plan to cut their asset bases by 50 percent and 47 percent respectively in the next few years. Ms Kroes said that having agreed restructuring with German banks, she was confident that “we can achieve win-win situations in the UK”. “The City is Europe’s leading financial centre and is very important to the UK economy”.
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