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RBS trades at meaningful discount to Lloyds, says
Goldman Sachs

224.7

Price:

£27.18 billion

Market Cap:

Royal Bank of Scotland Group PLC (LON:RBS) continues to trade at a
meaningful discount to Lloyds Banking Group PLC (LON:LLOY) despite having
made strong progress in resolving its legacy issues, according to Goldman
Sachs.
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In a broker note called 'Our Best and Brightest UK Ideas', Goldman Sachs said
RBS is comparatively less affected by tougher mortgage competition relative to
other UK banks as it has a much smaller mortgage book, less than half of
Lloyds.
"The company also enjoys a large non-interest bearing deposit book, resulting
in comparatively low overall funding costs," the investment bank said.
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Goldman believes RBS's discount to Lloyds is unwarranted as it expects the
bank's return on tangible equity (ROTE) to "match and even exceed" its rival
over time. It has a 'buy' rating and target price of 360p on RBS, representing a
76% upside to the current share price.
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StanChart trades at discount to HSBC
Goldman also has a 'buy' rating on Standard Chartered PLC (LON:STAN) with
a target price of 980p, an upside of 56%.
"Standard Chartered continues to trade at a meaningful discount to peer
HSBC, a gap which we expect will narrow as STAN's restructuring progresses,"
it said.
"We see scope for attractive capital returns, with a dividend yield of 5.9% by
2021, complemented by US$4bn of buybacks (25% of market cap combined)."
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www.rbs.com
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RBS is one of the world's top 10 financial
services groups and a leading provider of
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HERE.
action@proactiveinvestors.com

StanChart announced a US$1bnh share buyback in its first quarter results,
which had a capital impact of 35 basis points.
The second quarter results saw underlying pre-tax profit and ROTE beat consensus forecasts, supporting Goldman's
view that the company's 10% ROTE target by 2021 is within reach.
HSBC should shrink non-ring-fenced bank, Goldman suggests
For HSBC Holdings PLC (LON:HSBC), Goldman sees ring-fencing of the retail operations as a potential catalyst for the
group pursuing key strategic opportunities, namely: to reduce the size of its non-ring-fenced bank (NRFB); and to
crystallise the value of its UK ring-fenced bank (RFB).
"Ring-fencing, in our view, has resulted in funding and capital inefficiencies at the NRFB, increasing the incentive to
shrink this entity," Goldman said.
"In addition, full legal and operational separation should allow investors to better appreciate the value of the RFB on an
sum of the parts basis."
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Goldman noted that HSBC disclosed stand-alone accounts of the RFB and NRFB for the first time at the fourth quarter
results, which showed strong operating trends at the RFB with 12% underlying ROTE in 2018 compared to an 2%
ROTE at the NRFB.
The investment bank believes this provides a clear rationale for HSBC to shrink its NRFB and for investors to better
value the RFB on a standalone basis.
It gave HSBC a 'buy' rating and target price of 920p, an upside of 47% to the current share price.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.

www.proactiveinvestors.co.uk

www.proactiveinvestors.com

www.proactiveinvestors.com.au

ca.proactiveinvestors.com

www.proactiveinvestors.de

United Kingdom

North America

Australia

Canada

Germany

www.proactiveinvestors.co.uk
Powered by TCPDF (www.tcpdf.org)

The Business Centre 6 Wool House, 74 Back Church Lane

London, E1 1AF

United Kingdom Company No. 05639690

VAT No. 87207082

