Structural feature of uk banking

Introduction
As in the other countries, the UK banking has undergone substantial change over the last 20 years, mainly driven by domestic deregulation as well as various other forces that have changed supply and demand characteristics of the financial services industry. Elaboration of development of the structure and functioning of the British banking industry in the last 20 years is discussed further
Structural Feature of UK Banking
In contrast to the other larger European Countries, the UK has a relatively small number of banks. As Figure 12.1 illustrates, the total number of authorized banking institutions had fallen from around 600in 1985 to 346 by the end of February 2005. The figure also shows the decline in the number of mutual building societies over the same period.

The decline in the total number of banks is attributable to foreign banks, which already had UK operations, acquiring relatively small UK investment Banks as well as consolidation in the domestic retail banking market. Table 12.2 shows that during the second part of the 1990's the decline  in the number of foreign banks was greater than that for UK incorporated Banks, although mergers and acquisitions between UK incorporated banks resulted in a fall in their number from 202 in 1999 to 171 by March 2005. During the second half f the 1990s, a decline in the number of non-European banks (particularly Japanese banks) was counteracted by the increased presence of European institutions, whose number increased from 79 to 109 between 199 and 1999: the number of European banks had subsequently declined to 87 by 2005. Table 12.2 illustrates these trends and shows that the total number of foreign banks operating in the UK fell from 257 to 175 between 1995 and 2005.

Foreign Banks typically do little sterling-dominated business, focusing mainly on wholesale foreign currency activity relating to investment banking (otherwise known as Merchant Banking in the United Kingdom) is a major feature of the UK financial system with the most activity centered in the city of London. As we noted earlier (Section 3.6) investment Banking comprises:
· Corporate finance and other forms of structured finance and advice , particularly in connection with new issues of securities, mergers and takeovers:

· Securities trading and broking in equities, bonds and derivatives

· Banking services for companies and public authorities.

· Treasury dealing and financial engineering to product corporate clients from interest rate currency risks.

· Investment management for institutions and private clients.
The investment banking industry is dominated by major US and European banks including Goldman Sachs, Morgan Stanley, Merrill Lynch, Lehman Brothers, Deutsche Bank, UBS and Credit Suisse. In addition, the main UK banks also typically have investment banking subsidiaries (e.g., Barclays Capital). There are few independent UK merchant banks as most have been acquired by overseas investment and commercial Banks. Box 12.1 illustrates the importance of various types of investment banking in the United Kingdom.
Investment Banking in UK:
Investment Banking business in the United Kingdom is mainly conducted by large US investment banks, universal European Banks an the investment banking subsidiaries of international (as well UK) commercial banks. Table 12.1illustratesLondon's major role as an investment banking centre as bank based in the city play a dominant trole in the markets foreign equities trading as well foreign exchange trading over-the-counter derivatives and international bonds issuance.
Trends in Branch numbers, ATMs:
Over the last 20 years, the UK banks and building societies have engaged in a significant reorganization. This is characterized by the decline in branch numbers that has occurred since the late 1980s. figure 12.2 shows the trends in branch and ATM numbers in the United Kingdom since 1985 and illustrates that during the 1990s, while branch numbers were declining, the introduction of ATMs(at the branch and in remote locations)grew significantly. The reason for the shift from branches to other means of financial service delivery relates mainly to UK retail financial service firms' desire to improve operating efficiency as well as customers increasing demands to access banking services outside traditional (rather limited) banking hours.
Financial Structure Of the UK Banking System:
The balance sheet structure of the UK banking system differs from that of many other European systems mainly because of the significant presence of foreign banks. The latter engaged primarily in foreign currency-denominated business (known as Eurocurrency business) and undertake only modest sterling banking operations. In contrast, UK banks engage pimarly in sterling denominated activity. Given the important presence of foreign banks, this means that a substantial proposition of total balance sheet activiy

