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1. Background of the study 

 The Lloyds Banking Group was founded in 2009 by acquiring Halifax 

Bank of Scotland (HBOS). It was formed by the merging of HBOS and 

another bank, Lloyds TSB. (Lloyds Banking Group, n.d). 

 The Group’s subsidiaries include Lloyds Bank, Halifax, Bank of 

Scotland, Scottish Widows, Lloyds Development Capital among 

others.

 The company’s main line of business ae retail and commercial 

banking, corporate banking, life-and non-life insurance, and pension 

and investment services. 

 As of 2020, it was the second largest bank in the United Kingdom by 

total asset and is headquartered in London.



 The aim of this study is to discuss the Impact of Brexit on UK 

Financial Service Sector using Lloyds Banking Group as the case 

study.

 The study is relevant since it is undertaken when anti 

globalisation sentiments have re-emerged with the likes of the 

US trade war with China and the UK decision to quit European 

Union (EU) through Brexit.

 The study will help assess if the UK banking sector has been 

impacted by Brexit and if Brexit has an impact on globalisation.

Lloyds Banking Group C.E.O, Antonio 
Horta-Osorio, talking about the 
impact of Brexit on European 
banking



2. Research aim and objectives

1) Discuss comparative advantage theory and the global 

strategic rivalry theory of international trade, and the 

levels of economic integration

2) Examine banking sector in the UK and how Brexit can 

potentially impact its development

3) Investigate how Lloyds Banking Group has been impacted 

by Brexit

 The aim of this research is to discuss the Impact of Brexit on UK Financial Service Sector 

using Lloyds Banking Group as the case study.

 To meet its objectives, the research will be guided by the following objectives:



3. Theoretical review

Comparative advantage theory, the global strategic rivalry theory of international trade, and levels of 

economic integration will provide a theoretical framework for this research.

A. Comparative advantage theory of international trade

 This theory posits that countries will engage in mutually beneficial trade by exporting the goods 

that they have a relative advantage in and by importing those they have no comparative advantage

 Comparative advantage is achieved when a country cannot produce a product more efficiently than 

the other country

B. The global strategic rivalry theory of international trade

This theory posits that in order to stay viable, multination companies should exploit their competitive 

advantage globally and try to keep it sustainable. The theory focuses on strategic decisions that firms 

adopt as they compete in global markets. The decisions made by these companies impact both 

international trade and international investment



3. Theoretical review (cont.)

 According to the global strategic rivalry theory, companies competing in the international 

marketplace have various ways of obtaining a sustainable competitive advantage, these include; 

Owning intellectual property rights, Investing in R&D, Achieving economies of scale, Extensive 

experience in the industry, Forging strategic alliances and Strategic mergers and acquisition.

C. Levels of economic integration



3. Theoretical review (cont.)

Source: Usman (2017) 
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1. Free trade area

 A free trade area is a group of countries that have few or no barriers to trade in the form 
of tariffs or quotas between each other. 

 Free trade areas usually increase the volume of international trade among member 
countries allowing them to increase their specialisation in their respective comparative 
advantages

 Members determine their own trade policies with regard to nonmembers

 An example of a free trade area is The North American Free Trade Agreement (NAFTA) 
(between the U.S., Canada, and Mexico)

2. Customs union

 This level of integration eliminates trade barriers between member countries and adopts 

a common external trade policy

 An example of a custom union is The Andean Community (between Bolivia, Columbia, 

Ecuador, and Peru)

Levels of Economic Integration



3. Common market

 A group of countries with no barriers to trade between member countries, have a common external 

trade policy, and the free movement of the factors of production

 A common market refers to an agreement between countries that allows products, services, and 

workers to cross borders freely.

 Mercosur (between Brazil, Argentina, Paraguay, and Uruguay) hopes to achieve this status

4. Economic union

 Entails free flow of products and factors of production between members, adoption of a common 

trade policy with non-members, and a common currency, harmonization of the member countries’ 

tax rates, and a common monetary and fiscal policy

 Involves sacrificing a noteworthy amount of member countries sovereignty

 An example of an economic union is The European Union (EU)

Levels of Economic Integration (cont.)



5. Political union

 Made when independent states combined into a single union 

 Demand that a central political organisation coordinate economic, social, and foreign 

policy for members

 The EU is headed toward at least a partial political union

 An example of a political union is The United States which is a closer political union

Levels of Economic Integration (cont.)



Source: Hill (2012) 

Barriers to international trade

 Barriers to international trade can be categorised into tariff barriers  and non-tariff trade barriers

 Tariff barriers can include a customs levy or tariff on goods entering a country and are imposed by 

a government.

 Non-Tariff Barriers (NTBs) refer to restrictions that result from prohibitions, conditions, or specific 

market requirements that make importation or exportation of products difficult and/or costly (Hill, 

2012) 

Tariff trade barriers Non-Tariff trade barriers

Duties Import bans

Surcharges General or product-specific quotas

Import licenses

Export subsidies

Complex regulatory environment

Technical barriers to trade



4. Sources and data 

Sources used in this study: 

 Lloyds Banking Group official website to retrieve the company’s financial statements and  the 

company’s background

 Hill’s book, International Business: Competing in the Global Marketplace, to learn about barriers to 

trade

 Usman’s book, Theory and Practice of International Economic Law, to learn about levels of 

economic integration

 The global city- used to learn about UK comparative advantage in financial services

 BBC- used to learn about key points of the Brexit deal made on 24th December 2020.

 CNBC – used to learn of some uncertainties that the Brexit deal left for financial services



5. Analysis of the findings 

Source: Lloyds Banking Group (2021)

Lloyds Banking Group total income and profit from 2015-2020 FY (in million Pounds) 

2020 2019 2018 2017 2016 2015

Total 

income

29,167 42,356 22,091 34,237 39,611 23,150

Profit after 

tax

1,387 3,006 4,400 3,547 2,514 956



 As seen from the table in slide 11, the company’s income and profit improved from FY 2015 to FY 2016. this implies 

that the Brexit vote outcome of 2016 did not negatively impact the company’s performance

 Though the company’s profit improved in 2017, the income dropped in 2017 & 2018, which may be in part because 

of the uncertainties that the outcome of the vote was starting to bring in the sector

 Similarly, though the company’s income improved in 2019, its profit dropped in the year, which again may be in part 

because of Brexit uncertainties

 In 2020, both the income and profit fell in 2020, which may be blamed more on the impact of Covid 19 than Brexit

 The findings indicate that though Brexit may have had an impact of UK financial sector, the companies in the 

financial sector have continued to make profits which may be an indication that they have adopted well to changes 

and uncertainties brought by Brexit

Discussion of the findings



6. Conclusion

 According to comparative advantage theory, Lloyds banking group may have not felt the impact 

of Brexit since the UK has comparative advantage in financial and related professional services 

(The global city, 2020)

 As per the global strategic rivalry theory the company have a sustainable competitive 

advantage as a result of its size, mergers, and extensive experience in the industry. This may 

explain why its performance was not impacted by Brexit

 Though the deal made on December last year did not introduce new tariffs to goods from UK, 

other non-tariff trade barriers such as complex regulatory environment may discourage trade 

between the EU and UK

 Though it is still debated, without the UK, EU as an economic union will never be the same 

again as an economic union 



6. Conclusion (cont.)

 It has been noted that though Brexit may have negatively impacted the UK’s financial service sector, 

Lloyds banking group continued to earn profits

 This may imply that the gloomy scenario that some think tanks projected to occur to UK’s economy 

have not yet occurred. For instance, In October last year, Ernest & Young estimated that only 7,500 

jobs in the UK’s financial services sector have left the country since the Brexit referendum, this 

number falls short of the of hundreds of thousands that was forecast by some think tanks in 2016 

(CNBC, 2021)
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