
SUBMISSION FROM STANDARD LIFE PLC 
 
1. We are grateful to the Committee for this opportunity to provide a response to this 
important inquiry on the impact of the financial crisis. There have, of course, been a 
number of inquiries and reviews, both public and private, into the dramatic events of 
2007-09. However from Standard Life’s point of view there are two key messages 
that we would like to highlight.  
 

1. The importance of Scotland remaining a competitive place to do business.  
2. Additionally that there continues to be a close and continuous dialogue with 

other governments and organisations to ensure that there is a coordinated 
approach to building a new framework for financial services. 

 
Questions 
2. The inquiry seeks to answer the following key questions:  
 
Q1. What is your view on the cause, nature and impact of the recent difficulties 
in the financial sector in Scotland? 
 
3. These issues have been well examined in numerous official reports from many 
arms of government and academia. In the broadest terms, mistakes were made by – 
not necessarily in order of importance - policymakers, governments, regulators, 
central bankers, credit rating agencies, senior management at financial institutions, 
economists, institutional and retail investors, about the nature of the major 
innovations seen, and the correct pricing of various risks, in financial, housing and 
property markets in the past decade, especially the inter-linked nature of many 
sectors.  
 
4. It is also essential to clearly differentiate between banking and other 'financial 
services' like insurance and fund management. While banking in Scotland has faced 
its challenges, both insurance and fund management organisations in Scotland have 
fared well compared with competitors.  Lessons can be learned from these parts of 
the sector, for example there is a much lower appetite for risk both in terms of the 
products insurance companies write and the assets they hold.   
 
Q2. What evidence do you have on the issue of the availability and the cost of 
credit and what effect have the initiatives undertaken by the banks, 
government bodies, regulators and others had? 
 
5. Over recent months we have observed a number of market developments in 
relation to the extension of credit, such as the effective closure of the wholesale loan 
market during late 2008 and restricted activity in the wholesale markets.  This in turn 
has meant that the cost of funding for all banks has been much higher than was 
historically the case.  Market difficulties were driven by a mixture of events - illiquidity 
in the US Dollar and Sterling markets, concerns over hidden problems in the balance 
sheets of financial institutions and increased credit concerns over the wider economic 
outlook.  This meant that lenders reassessed their true cost of funds and thus their 
ability to maintain sufficient liquidity to support their lending book, resulting in many 
lending banks being capital constrained as to future lending capacity and raising the 
all-in cost of debt to borrowers through increases to the margin, commitment fees 
and upfront fees.  Banks focused on prioritising what capital they could deploy to key 
relationships, explicitly linking lending to reciprocal business. Numerous overseas 

 



lenders exited the UK loan and wholesale markets. As a result we have noted that 
some financial institutions have been unable to refinance maturing debt facilities and 
in the loan markets we have noted that the term of available lending has generally 
reduced. 
 
6. The developments in loan markets have been echoed in the money markets, 
where concerns over counterparty risk of default and liquidity take precedence over 
yield, with a noticeable flight to quality assets such as Treasury Bills and the placing 
of deposits at the Bank of England Money Market Reserve Account.  Other markets 
such as Securitisation, previously very active, have been closed to all but self-
retained transactions for use in secured financing, typically with central banks. 
Throughout this period Standard life had relatively modest refinancing requirements, 
which it was able to meet comfortably, albeit at increased cost, with the support of a 
wide range of relationship banks. 
 
7. The initiatives of the tri-partite regime such as the Credit Guarantee and Special 
Liquidity Schemes have been very much welcomed by the market as a whole as a 
means to address the dislocation described above.  Indeed, it is probable that without 
these steps many more financial institutions would have had severe liquidity issues 
and may not have survived.    
 
8. Larger companies in particular have been able to access the corporate bond 
market, which saw large volumes of new issues in the first half of 2009. However, the 
cost of that credit remains high by historical standards. 
 
Q3. What changes can be expected as part of the ongoing and future 
restructuring plans in the financial services sector within Scotland? 
 
9. It is too soon to tell. Most businesses in the financial services sector in Scotland 
have reported that they are surviving the recession in a relatively good state. In some 
areas competition has increased, in other areas it has decreased. The outlook will 
partly depend on the new regulatory environment. The Walker review, Solvency II 
and the Retail Distribution Review will all undoubtedly have a significant impact on 
the insurance sector. In particular the role of Europe in influencing / driving forward 
regulatory reform should not be underestimated. For example the Solvency II 
Framework Directive (adopted by the European Parliament in April) aims to provide a 
single set of supervisory requirements for insurers across the EU. By introducing a 
more risk sensitive approach to setting capital requirements, it is hoped that a more 
market consistent valuation of the solvency of insurance organisations will be 
achieved. However the challenge remains in ensuring proportionate implementation 
of these measures. Clearly in responding to the financial crisis it will be very 
important that there is strong co-ordination and cooperation across 
countries/jurisdictions 
 
10. Additionally, the savings market, which forms a central pillar of the Scottish 
financial services industry is being detrimentally affected by the tax uncertainty 
created by recent government positions in respect of pension contributions. This 
cannot be remedied at a devolved government level but it is important to be aware of 
this issue. 
 
Q4. How might these changes affect the business and retail banking market in 
Scotland, access to project finance, a reduction in competition on the ‘high 

 



street’ for lending, the plans for the retention of functions and ‘headquartering’ 
etc and what can the public sector in Scotland do to ensure the best possible 
result for Scotland? 
 
11. The changes to the regulatory, capital and tax regime are not necessarily 
negative but there is the possibility that they will introduce uncertainty and could 
undermine competitiveness. 
 
Q5. What are the current employment levels and skills base in the financial 
sector in Scotland and how may these change?  Additionally, what are the 
types of jobs that might be expected to be lost as part of any restructuring 
plans? 

12. At Standard Life we are working towards becoming a world class asset managing 
business, while internationalising our outlook. In order to do this we have adopted an 
integrated and individualised approach to talent management in order to attract, 
develop and engage the talent required to support our growth. 

13. We will remain active in the graduate market and will continue to proactively 
develop our talent base of experienced professionals as defined by our group-wide 
strategy.  
 
Q6. How are employment levels in the financial sector calculated at present, 
under what definitions and how do these relate to ONS figures? What changes 
are required to make employment figures more meaningful and comparable 
with other financial centres? 
 
14. We currently calculate our employment levels based upon a number of employee 
categories, namely: direct, indirect, outsourced and joint ventures.  
 
All are recorded on a FTE and headcount basis by business unit, geography, job 
function/capabilities and level (grade). 
 
15. Future changes will include a greater degree of sophistication in relation to the 
analysis and benchmarking of our data together with greater clarity of skill sets and 
leadership capabilities.  
 
16. This is an issue which has also been considered by such organisations as 
Scottish Financial Enterprise and the Fraser of Allander Institute.  
 
Q7. What are your views on the current efforts across the public sector in 
Scotland to respond to the recent difficulties in the financial sector in Scotland 
and what, if anything, needs to change in the future as the situation develops? 
 
17. Public bodies have a vital role to play in helping to ensure that Scotland 
continues to be a good place to do business. The development of the infrastructure, 
for example the continual enhancement of transport links and the university sector 
will play a key part in this. 
 
18. On the financial services front the Financial Services Board (FiSAB) is a 
significant body that is well positioned to help respond to the recent difficulties. It has 

 



already carried out a host of positive projects promoting financial education and 
Scotland as a global financial centre, innovation and employment. 
 
Q8. Has Scotland’s reputation as a global financial services centre been 
detrimentally affected by the global crisis and has this been to any greater 
extent than the problems felt in other financial centres? 
 
19. All the major financial centres in the world have been affected by the global crisis, 
some more so than others. However what is clear is that there must be an 
internationally coordinated approach to rebuild the reputation of financial services 
and banking. 
 
20. The media attention about the problems facing the Scottish banks does need to 
be put into context. It is dangerous to rely on anecdotal evidence; instead, we would 
recommend that the Inquiry should await the next survey of global financial centres 
carried out by the City of London. The March 2009 survey showed a small fall for 
both Edinburgh and Glasgow, but smaller than for a number of other centres. 
 
See:  http://www.cityoflondon.gov.uk/NR/rdonlyres/8D37DAE2-5937-4FC5-A004-
C2FC4BED7742/0/BC_RS_GFCI5.pdf
 
Q9. How should Scotland differentiate itself and promote itself as a financial 
services centre in the future and what steps are being taken by our competitors 
in this respect? 
 
21. Financial services is a very competitive industry, and we need to differentiate 
ourselves from our competitors by providing market leading solutions in a cost 
effective manner to meet the needs of our clients. We would fully support all the work 
of Scottish Financial Enterprise, the City of London Corporation, and trade 
associations such as the ABI and BBA, in promoting financial services in 
Scotland/UK. In addition as already mentioned, we are also fully supportive of the 
work of the Financial Services Advisory Board. 
 
22. Beyond Scotland we have built very strong links with organisations such as UK 
Trade and Investment, who have given us the benefit of their expertise regarding 
conducting our businesses in Asia. 
 
23. It is similarly important that Scotland is viewed as a broad church, when it comes 
to its financial services offering. The associations with the semi-nationalised banks 
will be difficult to displace but it must be remembered that there are other financial 
institutions like Standard Life that have remained resilient during the crisis.  
 
Q10. How can we ensure that the Scottish financial sector continues to retain a 
global perspective and does not retreat into a purely localised lending regime? 
 
24. The financial sector in Scotland covers far more areas than banking, large though 
these organisations are. Standard Life is just one example of a firm in Scotland which 
sees its major markets on a global basis, particularly our new operations in Asia and 
Europe. We, like other companies, are also well aware that our major competitors are 
usually multi-national companies looking to expand into the mature UK markets. 
 

 

http://www.cityoflondon.gov.uk/NR/rdonlyres/8D37DAE2-5937-4FC5-A004-C2FC4BED7742/0/BC_RS_GFCI5.pdf
http://www.cityoflondon.gov.uk/NR/rdonlyres/8D37DAE2-5937-4FC5-A004-C2FC4BED7742/0/BC_RS_GFCI5.pdf


It is also essential that while we continue to hugely value and nurture our local roots 
we remain dedicated to building our global capacity. From Standard Life’s 
perspective we are aware that we need to get involved in the national and European 
debates around regulation, tackling key public policy issues like pensions and taking 
a stand on issues that impact on the broader savings industry. 
 
Q11. Why are "new" banks choosing to establish themselves in Scotland, what 
is it that is particularly attractive and how can we build on this and attract 
additional investment into Scotland? 
 
25. We would suggest that other companies would be better placed to answer this 
question. 
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