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"Smaller and simpler” mantra rings
through banking boardrooms

REUTERS, London
Deutsche Bank's expected move to
sell much of its retail banking busi-
ness will see it join a growing list of
banks choosing to shrink and sim-
plify to survive.

The benefits of size and reach, for
years considered the holy grail of
global banking, are now seen as being
outweighed by the cost and complex-
ity of running businesses across doz-
ens of countries.

Many bank bosses have given up
on trying to offer everything to every-
one. But as unwinding years of expan-
sion proves difficult, pressure for
action has intensified, from politi-
cians who show little patience with
institutions they consider too big and

wield the knife.

The message is clear: bold action is
on the cards to create leaner and sim-
pler models, even after big cuts in
recent years at Barclays, Credit Suisse,
Citigroup, Morgan Stanley, UBS and
Royal Bank of Scotland.

Pressure for banks to be cut down
in size has built since the global finan-
cial crisis, which was preceded by a
frenzy of mergers and acquisitions of
the kind that briefly made RBS one of
the world's biggest banks.

Bank of England chief economist
Andy Haldane said in 2009 "there is
not a scrap of evidence of economies

with promises that returns will
recover. And valuations reflect their
preference for simpler firms.

Wells Fargo, which focuses mainly on
LLS. retail and commercial banking, is
now the world's biggest bank by market
value. Its shares trade at 1.6 times book
value, compared to an average for US
banks of close to book value.

Lloyds focus on UK retail and
commercial lending has helped its
shares trade at a big premium to
rivals, while Deutsche Bank trades at
just 0.6 times book value, even after a
rally since its plans for an overhaul
emerged. The main challenge for

BANK ASIA
A Rouf Chowdhury, chairman of Bank Asia, attends the bank's business review meeting at a hotel in Dhaka yesterday. Md

Mehmood Husain, managing director, and Rumee A Hossain, chairman of the board executive committee, were also present.
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complex and investors wanting more
return on equity (RoE).
"The underlying economics for

banks ... means being all things to all
people is too big a burden to sustain, "
said Bill Michael, head of financial
services in Europe at consultancy
KPMG. He cited low RoEs, high oper-
ational risk and hefty potential costs
from regulation.

After missing financial targets and
racking up a raft of regulatory fines
and problems, Deutsche Bank's board
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push sales to o
$20b by 2020

REUTERS, Mumbai
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