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Abstract:  

The study aims to make risk assessment of investment in the United Kingdom so as to 

open a new branch of a big bank in United Arab Emirate. The findings of the risk 

assessment recommended to establish the new branch in the UK basing on diverse 

reasons. Firstly, according to the international monitory fund report, the GDP of the 

United Kingdom will increase from the financial year 2018 through the financial year 

2022. The economy will advance and widen. Plus, the growth in GDP indicate that all 

sector in economy including the banking sector will also develop. Secondly, according to 

the UK office Budget Responsibility (ORB) projections, the UK interest rate will rise in 

the coming four financial years that will surely be reflected on the increase of profitability. 

Thirdly, the inflation rate in the UK will decrease in the coming four years, which has 

positive effects on the banking sectors because inflation rate leads to low costs of products 

and services. Additionally, the GDP per capital of the UK rise in the coming four fiscal 

years which is healthy for banking sector to be highly productive and profitable. More 

importantly the population of the UK will increase in the coming four years, which is 

favourable to the banking sector this means that the number of will increase. Moreover, 

the bank of England allows all the commercial banks in the country. Another reason that 
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encourage investing in the UK is the advancement in technology. Besides, the most 

important reason encourage investment in the UK is the country’s system of governance 

that is a democratic system of leadership that does not hinders private investors unless 

they violate law. The researchers conclude that they recommend the decision to open the 

new bank in the UK. Since the benefits supersede the costs.  

 

JEL: E22; F21; G21 

 

Keywords: country risk assessment, investment, economic profile  

 

1. Introduction 

 

We are consultant company has been selected by big bank in UAE to perform risk 

assessment of UK in order to open new operation in UK ether as branch or acquire a 

subsidiary. The United Kingdom economy which is the world sixth biggest economy 

grew by 1.7% in the financial year 2017, faintly less than in FY2016 (+1.8). Essentially, 

projections for 2019 and 2018 presume growth to alleviate at about 1.5%. The nation’s 

economy is influenced by the doubts that surround the ongoing Brexit consultations. The 

UK chose to quit the EU in June 2016. Since then, the UK regime has been negotiating the 

terms and conditions of the state’s exit. Based on the United Kingdom risk assessment, 

the establishment of The New Bank in the United Kingdom is recommend based on 

diverse reasons. Firstly, according to the international monetary fund report, the GDP of 

the United Kingdom will increase from the financial year 2018 through the fiscal year 

2022. That projection is favourable for investment it implies the economy will advance 

and widen; hence, increasing the aggregate demand for money (loans). Plus, the growth 

in GDP indicates that all sectors of the economy, including the banking sector, will also 

develop. Therefore, if The New Bank’s owners decide to invest in the UK, their business 

is more likely to grow and develop in the coming four years.  

 Secondly, according to the UK Office for Budget Responsibility (OBR) projections, 

the UK’s interest rate will rise in the coming four financial years, which is healthy for the 

players in the banking sector. That is because the rise in interest rate increases the bank 

earnings from loans; hence, increasing their profitability. Simply put, the interest rate is 

the price of borrowing loan, so, increasing it is basically boosting the revenues and profit 

margin for the commercial banks. Therefore, if The New Bank’s owners proceed to invest 

in the United Kingdom, they are more likely to record increasing profitability in the 

coming four financial years. Thirdly, the inflation rate in the United Kingdom will 

decrease in the coming four years, which has some positive effects on the players in the 

banking sector. That is because low inflation rate results in low costs of products and 

services (including employees’ salaries and wages); hence, banks make more profits due 

to reduced cost of productions. Therefore, if the owners of The New Bank invest in the 

United Kingdom, they are more likely to incur increasing profitability in the coming four 

years. 
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 Additionally, the GDP per capita of the United Kingdom rise in the coming four 

fiscal years, which is healthy for the banking sector. That is because an increase in GDP 

per Capita implies that the major sectors of the economy are highly productive and 

profitable, (including the players in the banking sector). So, if The New Bank’s owners 

proceed to venture in the United Kingdom the chances of their business to grow in the 

coming years will be high. 

 Also, the population of the United Kingdom will increase in the coming four years, 

which is favourable for the banking sector. That is because an increase in the population 

size in an economy implies a rise in the number of potential customers; hence, increasing 

the revenues and profitability. Therefore, if the owners of The New Bank’s open their 

operations in the United Kingdom, they are more likely to make increasing profits in the 

subsequent years. 

 Moreover, the Bank of England allows all the commercial banks in the country to 

capitalise on all the legal investment opportunities without any interruptions. Therefore, 

if the owners of The New Bank decide to start their operations in the UK, they will not be 

disrupted by both the authorities and the Bank of England (especially, considering that 

they plan to comply fully with the British laws and regulations). Note that, availability of 

undisrupted and conducive working environment is key to business success. 

 Another reason we support investment in the United Kingdom has to do with 

technological advancement. That is, just like banks in other developed nations, the British 

banking sector has undergone significant transformations. Firstly, banks do not have to 

open branches in every corner of the country as it used to be. Instead, they simply install 

ATM machines and embrace digital banking systems. Doing so has reduced the time for 

providing services, plus it cuts the costs for opening branches in every street across the 

country. Also, it has reduced the number of employees; thus, reducing operating costs. 

Therefore, if The New Bank’s owners decide to invest in the United Kingdom, they cut 

their operational cost; hence, improving their profit share. 

 The final reason we support investing in the United Kingdom concerns the 

country’s system of governance. That is, the United Kingdom is among the nations with 

an advanced democratic system of leadership. As a result, British citizens are always 

given the opportunity to elect the leaders of their choice to represent their interests. 

Consequently, the chances of civil conflicts (as the ones experienced in the developing 

countries) erupting In the United Kingdom are very minimal. In short, the UK has a stable 

system of governance, which favours business operations, since investors prefer to 

venture their resources in countries with stable governments as it reduces the likelihood 

of losing their wealth to civil conflicts. Plus, democratic governments cannot snatch away 

assets of private investors unless they violate the law. Therefore, if the owners of The 

New Bank decide to operate in the United Kingdom, they will never lose their wealth to 

the government for no good reason. Additionally, they will have a peaceful environment 

to undertake their business. 
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2. The List of Assumptions about the Client 

 

Our bank is one of the largest banks in United Arab Emirates with net worth about £1.7 

trillion. the company intends to use a lot of capital in either establishing a subsidiary or 

acquiring a bank in the country to increase its portfolios globally as there is high interest 

from local investor to invest in UK. 

 Firstly, the bank will issue mix of Basil III complaint debt and retain earnings, so 

the plan should ensure that the country intending to invest must be free from any 

probable risks that may affect its overall business operations such as war.  

 Secondly, the New Bank will be a universal bank, serving both the retail and the 

wholesale clients. Among the retail services that will be provided to the small-scale 

clients include issuing loans, honouring checks, accepting savings, opening accounts, 

offering small mortgage services, among others. The wholesale customers will include 

large clients and organisations such as real estate investors and developers, corporate 

clients, mortgage brokers, and international trade businesses. The New Bank will also 

provide banking services to institutional customers such as pension funds and health 

insurance program. 

 Thirdly, The New Bank will engage in the foreign exchange market. That is, it 

plans to partner with Hot Forex, a British forex broker to buy and sell the foreign 

currencies and cryptocurrencies. This assumption is vital for the company as it will 

increase its possibility of staying long in the European market. The financial institution 

will allow its customers to bank using majority of the country’s currencies since the 

United Kingdom has citizens from all over the world and this will help the company in 

its day to day production and business operations.  

 Fourthly, The New Bank will run a subsidiary insurance program. That is, it plans 

to offer health assurance services as well as property insurance policies on risks such as 

fire and burglary to boost its profitability. However, much of the attention and resources 

will be channelled to the banking activities. In this case, the subsidiary insurance program 

will act as auxiliary service for its customers so that customers will be able to pay for their 

insurance directly from the bank without the need of withdrawing the funds and then 

making payments. The company assumes that this will help in retaining customers and 

also increasing their customer base all over the United Kingdom as they will see this 

aspect as an additional service for them.  

 Fifthly, The New Bank will be easily accessible. That is, unlike many banks that 

open their branches in the major cities alone, The New Bank will open branches in large 

and small cities so as to reach all the potential clients. However, it will not be physical 

branches the bank will use the new technology that new machines could interactive teller 

machine which preform all the function of branch. Which will help bank to reduce the 

overhead cost and human capital required in the physical branch . The company will 

ensure that their branches are widely accessible to all their client in both rural and urban 

centres which in this case will increase its stability and thus overall profitability for the 

financial institution.  

http://oapub.org/soc/index.php/EJEFR


Hussein Ahmad Bataineh, Sulaiman Humaid Al Harthy, Raqiya Ali Al Balushi, Ahmad Omar Albesisi 

COUNTRY RISK ASSESSMENT FOR THE UNITED KINGDOM

 

European Journal of Economic and Financial Research - Volume 4 │ Issue 4 │ 2021                                                              96 

 Additionally, The New Bank plans to increase efficiency in service delivery. As a 

result, each branch will have at least 10 fulltime employees to ensure that customers are 

served within the shortest time possible. Plus, it will invest a lot in the digital banking 

systems to reduce the customer congestions in its branches. In doing this aspect, the 

financial institution intends to market its business operations across the country and thus 

there is a need for creating online posts that will attract more customers. The company 

will also invest in Facebook, Twitter and Instagram as these are some of the biggest social 

media platforms that have many users and thus creating a greater platform for the 

financial institution for the increase in service delivery. This strategy will enable the bank 

to reach the youth generation. 

 Also, just as the other banks in the United Kingdom are expected to, The New 

Bank pledges to respect all the rules and regulations governing the banking sector and 

the foreign investors. For example, the bank will not participate or keep quiet on the cases 

of money laundering. Plus, it will pay all the taxes and license fees as required by the law. 

This assumption will be vital for its day to day business operations since rules and 

regulations that govern a particular country must be adhered to. Failure to which it may 

make the company lose its business operation license.  

 Moreover, just as other banks across the world do, The New Bank plans to embrace 

diversity and inclusivity in terms of offering employment opportunities and career 

development. For example, despite the fact that the owners are Muslim communities, 

they do not plan to hire the Muslims alone; instead, competent employees from various 

religious affiliations will be considered. Also, despite the owners being Arabs, qualified 

applicants from other races will be recruited without any racial discriminations. Finally, 

competent women will be allowed to lead different departments despite the fact that the 

Islamic religion (which the owners subscribe to) disputes allowing women to lead. 

 Finally, the owners of The New Bank plan to reinvest 70% of the bank's profit in 

the United Kingdom. According to them, reinvesting in the United Kingdom will not 

only increase their profits but also help them buy the trust of the British clients “that The 

New Bank is here to stay.” Investing in the country will not only enhance the overall UK 

GDP but also increases the chances of being the biggest financial market globally.  

 

3. Economic Profile of the UK Focusing on Forward-Looking Projections 

 

3.1 Gross Domestic Product (GDP) 

According to the international monetary fund report, the GDP of the United Kingdom 

will increase by 1.5% in 2018. The rate will rise further to 1.6% in the 2019 financial year, 

then to 1.7% in the 2020 fiscal year. However, the IMF projects that the GDP growth rate 

will remain stagnant at 1.7% in the 2021 and 2022 financial years (Imf.org, 2018). 

Meanwhile, the general projection depicts that the GDP of the United Kingdom will 

grow, which implies the economy will advance and widen; hence, increasing the 

aggregate demand for money (loans). Plus, the growth in GDP indicates that all sectors 

of the economy, including the banking sector, will also develop (Dreger and Reimers, 

2013). Therefore, we recommend The New Bank’s owners to invest in the United 
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Kingdom since their business is more likely to grow and develop in the coming four 

years. 

 

3.2 Unemployment Rate 

According to statista.com (2018) projections, the unemployment rate of the United 

Kingdom will be 4.3% in the 2018 financial year. The rate will rise further to 4.4% in the 

2019 fiscal year, and then shoot to 4.6% in the 2020 financial year. However, the figure 

will remain at 4.6% in both the 2021 and 2022 fiscal years. In general, the unemployment 

rate in the United Kingdom is predicted to rise. However, according to Katz (2014), the 

rise in the unemployment rate is not healthy for the economy and business sectors 

(including the banking sector) since it reduces profitability. Simply put, high 

unemployment implies that people do not earn sufficient income; consequently, their 

demand for products and services such as mortgage declines, which eventually, reduces 

banks’ revenues and profits. Therefore, based on unemployment projections, The New 

Bank should not invest in the United Kingdom since it is more likely to experience 

declining profits in the coming years. 

 

3.3 Interest Rate 

According to the UK Office for Budget Responsibility (OBR) projections, the United 

Kingdom’s interest rate will be 0.8% in 2018 financial year. The rate will rise further to 

1% in 2019 fiscal year, then to 1.25% in the 2020 financial year (Obr.uk, 2018). In the 2021 

fiscal year, the UK’s bank rate will rise to 1.4%, before finally hitting 1.5% in 2022 financial 

year. Generally, the UK’s bank rate will rise in the coming years, which is healthy for the 

players in the banking sector. According to De Grauwe (2018), the rise in interest rate 

increases the bank earnings from loans; hence, increasing their profitability. Therefore, 

based on the forecasts of the interest rate, we urge The New Bank’s owners to invest in 

the United Kingdom since they are likely to record increasing profitability in the coming 

four financial years. 

 

3.4 Inflation 

Based on the (Bankofengland.co.uk, 2018) report, the inflation rate in the United 

Kingdom will be 2.74% in the 2018 financial year. The rate will reduce further to 2.16% in 

the 2019 fiscal year, and then to 1.95% in the financial year 2020. However, the United 

Kingdom’s inflation rate will remain at 1.95% in the 2021 and 2022 financial years. In 

overall, the inflation rate of the United Kingdom will decrease in the coming four years, 

which has both positive and negative effects on the players in the banking sector. In the 

positive side, low inflation results in low costs of products and services (including 

employees’ salaries and wages); hence, banks make more profits due to reduced cost of 

productions (De Grauwe, 2018). On the contrary, low inflation makes products and 

services affordable to many people; consequently, the interest rate, as well as the number 

of people seeking bank loans to finance their purchases decline, which eventually reduces 

the banks’ profits. Compared to the positive effects, the negative impacts of declining 
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inflation rate are quite higher. Therefore, based on the forecast on the inflation rate, we 

discourage The New Bank’s owners from investing in the United Kingdom. 

 

3.5 GDP Per Capita 

According to Worldbank.org (2018) report, the GDP per capita of the United Kingdom 

will be £33,574.9 in the 2018 financial year. The figure will rise to about £34,365.3 in the 

2019 financial year, and then to £35,311.4 in the 2020 fiscal year. In 2021, the GDP per 

capita of the United Kingdom will rise to around £36,348.5, before finally, hitting 

£37,583.4 in 2022 financial year. In general, the United Kingdom’s GDP per capita will 

increase in the coming four fiscal years, which is healthy for the banking sector. 

According to Robert et al., (2014), an increase in GDP per Capita implies that the major 

sectors of the economy are highly productive and profitable, which include the players 

in the banking sector. So, based on the GDP per capita projections, we recommend The 

New Bank’s owners to venture in the United Kingdom since the chances of growing in 

the coming years are high. 

 

3.6 Population 

According to Zheng (2018), the population of the United Kingdom will be about 66.47 

million by the end of 2018. The figure will rise to around 66.85 million by the end of 2019, 

and then to 67.18 million in 2020. In 2021, the general population of the United Kingdom 

will rise to around 67.48 million before finally hitting 67.75 million in 2022 financial year. 

Based on the figures above, the United Kingdom Population will increase in the coming 

four years, which is favourable for the banking sector. According to Coale and Hoover 

(2015), an increase in the population size in an economy implies a rise in the number of 

potential customers; hence, increasing profitability. Therefore, based on the population 

forecast, we recommend The New Bank’s owners to invest in the United Kingdom. 

 

3.7 Balance of Trade 

Based on Worldbank.org (2018) report, the trade balance of goods and services of the 

United Kingdom has been fluctuating in the deficits over the last decade. Based on the 

records, it is more likely that the trend will prevail in the coming years. According to 

King (2013), the deficit balance of goods implies that the country imports more than it 

exports; hence, reducing the market for domestic products and services. This trend will 

favour The New Bank especially if you acknowledge the fact that it intends to lend large 

companies that deal in imports and exports. Plus, it will be dealing in forex market 

(helping the importers and exporters to exchange British Pound with Euro and USD). 

Therefore, we suggest that The New Bank should open its doors in the United Kingdom. 

 

3.8 Recommendation 

After analysing various economic indicators, we strongly advise The New Bank to invest 

in the United Kingdom since the economic opportunities in the country exceed the 

threats. 
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4. The Analysis of the Structure of the United Kingdom Banking Structure and 

Regulations 

 

The United Kingdom’s banking system falls under “restricted universal” category since 

commercial banks are barred from owning commercial concerns. The major players in 

the United Kingdom banking sector include HSBC, the Royal Bank of Scotland Group, 

HBOS and Barclays bank. These banks and others focus mainly on wholesale and retail 

clients. However, some engage in other investments like insurance subsidiaries. 

Meanwhile, the following are the key aspects that can be used to analyse the United 

Kingdom’s banking structure and regulation. 

 

4.1 Building Societies Act, 1986 

The Building Societies Act, (1986) encouraged many Building societies to transform to 

commercial banks since it prevented them from takeovers (by the already established 

banks) for five years. However, after the five-year period, most of those Building Societies 

were eventually bought by the established banks. For example, in 2000, Barclay bank 

bought Northern Rock and Woolwich Building Societies. Meanwhile, the retail 

banking/finance in Britain has a strong history with the Building societies. That is, a 

majority of small-scale earners deposited their savings in various Building Societies, 

which they would withdraw whenever they wanted to purchase homes and buildings. 

Today, however, Britons who want to buy homes go for mortgages in commercial banks. 

The following are some of the activities that the Building Societies-turned-banks were 

privileged to do by the Building Societies Act, 1986. Firstly, they could honour 

transactions made through cheques and credit card. Secondly, they could provide 

personal loans. Thirdly, they could engage in foreign exchange. Next, they could provide 

investment management advice to their clients. Fifthly, they could participate in 

stockbroking. They could also provide and underwrite insurance services. Additionally, 

they could engage in real estate business. Most importantly, they could expand and open 

branches in other European Union countries.  

 However, the Act set two conditions that all Building Societies-turned-commercial 

banks were to comply with. Firstly, 90% of their assets were supposed to be in form of 

wholesale money and resident mortgage. Secondly, the total deposits were not supposed 

to surpass 20% of their total liabilities. However, the rate was letter raised to 40%, and 

then to 50%.  

 

4.2 Regulations 

The Bank of England regulates the operations of the commercial banks in the United 

Kingdom. For example, the bank rate and major decisions concerning the monetary 

policy are made by the Bank of England. As a result, the Bank of England has the right to 

revoke all the banks that involve in unethical acts such as money laundering. However, 

Banks are free to engage in all legal investment opportunities without any interruptions 

(Bankofengland.co.uk, 2018). That being the case, we suggest the owners of The New 

Bank should invest in the United Kingdom since they will not be disrupted by both the 
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authorities and the Bank of England (especially, considering that they plan to comply 

fully with the British laws and regulations). 

 

4.3 Changes in the British Retail Banking Sector 

Just like banks in other developed countries, the British banking sector has undergone 

significant transformations. Firstly, decades back, operating the United Kingdom 

banking industry required opening a lot of branches across the country. However, with 

technological advancement, banks have capitalized on ATM machines and digital 

banking which have reduced the need for opening branches in every street. According to 

Statista.com (2018) report, over 63% of British citizens use digital (mobile phones, 

internet, among others) platforms to access banking services. As a result, each bank has 

adapted by laying down the necessary infrastructure for using digital banking. That is a 

positive transformation since it reduced the time for accessing/providing services, plus it 

cuts the costs for opening branches in every street across the country. Therefore, we 

recommend The New Bank to invest in the United Kingdom since it will incur 

comparatively lower operational costs. 

 The United Kingdom’s banking sector has also experienced a rising rate of online 

transactions, which has significantly reduced the need for the banks. For example, a 

person can earn his/her salary via Skrill, and then use it to pay all his/her bills without 

having to withdraw cash from the bank. That, however, is a setback for the players in the 

banking sector since the reduction in the number of clients who use banking services has 

reduced their revenues and profitability. Therefore, based on the increasing rate at which 

British citizens are replacing banking transactions with online ones, we discourage The 

New Bank’s owners from investing in the country. That is because the chances of their 

profits to increase in future are minimal. 

 

4.4 Competition in the UK Banking System 

Just like in other countries, the United Kingdom’s banking sector is highly competitive, 

but with only a few banks dominating the market share. According to 

Economicsonline.co.uk (2018) report, Barclays and RBS banks occupy the largest segment 

of the market share (25.64% each). HSBC follows with 17.09%, then Santander with 

14.25%. The rest hold less than 10% of the market share. One of the reason banks like 

Barclays dominates the United Kingdom market has to do with their area and period of 

operations. Barclays has been operating in multiple countries across the world for 

decades, which increased its influence and necessary experience to compete favourably.  

However, a report by Cruickshank (2018) revealed that big native banks such as Barclays 

bank are given special treatment by the authorities and the Bank of England. That is, they 

are more protected from aggressive competitions than small external-owned banks. 

Therefore, based on the competition analysis, we discourage The New Bank’s owners 

from investing in the United Kingdom because of two reasons. Firstly, the United 

Kingdom banking sector is highly competitive which will reduce The New Bank’ 

revenues and profitability. Secondly, the bank of England is believed to favour native-
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owned banks more than the foreign ones, which means The New Bank will not receive 

sufficient protection from aggressive competitions.  

 

4.5 Recommendations 

Based on the analysis of the British Banking structure and regulation, we are indifference 

about whether or not The New Bank’s owners should invest in the United Kingdom( this 

is not grammatically correct) since the magnitude of the threats and opportunities on 

investing the country are equal. 

 

5. An Analysis of Political Risks in the United Kingdom 

 

First of all, political risk analysis is the assessment of the likelihood that political 

phenomena, conditions or decisions will significantly impact the performance and 

profitability of a business in a particular region. Political risks can be low or high. 

Meanwhile, the political risk of the United Kingdom will be analyzed in the following 

perspectives. 

 

5.1 System of Governance 

The United Kingdom is among the nations with an advanced democratic system of 

leadership. That means that the leaders are chosen by the people to serve their interests. 

As a result, the chances of civil conflicts (as the ones experienced in the developing 

countries) happening In the UK are very minimal. Simply put, the United Kingdom has 

a stable system of governance, which favours business operations. According to Keynes 

(2017), investors prefer to invest in countries with stable governments since the chances 

of losing their investments to civil conflicts are minimal. Plus, democratic governments 

cannot snatch away assets of private investors unless they violate the law. Therefore, 

based on the system of governance, the United Kingdom is less risky, and so, we 

recommend The New Bank’s owners to invest in the country. 

 

5.2 Brexit 

The decision for the United Kingdom to exit the European Union was politically 

motivated just as much as it was economically driven. Note that political decisions have 

both political and economic repercussions (Ramiah, 2017). Simply put, some of the 

benefits that the United Kingdom-based businesses used to enjoy when the country was 

a full member of the EU will gradually decrease as Britain completes all the steps to leave 

the world’s leading regional economic bloc. For example, the German and French 

businessmen and women who used to travel freely in and out of the United Kingdom 

will reduce their trips since they now have to apply for passports and visas. As a result, 

the number of potential clients accessing the British market will decrease; hence, reducing 

the revenues and profitability of the United Kingdom-based businesses, including banks.  

Still on the issue of Brexit, some of the goods and services that the British banks used to 

acquire at cheaper prices from the members of the European Union will now be taxed. 

As a result, their prices will increase; hence, increasing the operating costs and reducing 
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their profitability. Also, since Brexit basically means that the United Kingdom wanted to 

cut her association with the European Union, the affected countries may respond by 

imposing harsh restrictions against the United Kingdom exporters. As a result, the British 

firms that focus primarily on the European market will reduce their productions; hence, 

reducing the need to borrow loans. Eventually, the profitability of the British banks that 

depend mainly on those exporters, and those that engage in forex trade, will decline. 

Therefore, based on the risks surrounding the whole issue of Brexit, we urge The New 

Bank not to invest in the United Kingdom. 

 

5.3 Whether or Not Scotland Will Secede 

Although the majority of the Scotland population support and embrace being part of the 

United Kingdom, their leaders claimed that majority of the citizens were against the 

Brexit (Carrell, 2018). That means that they were compelled to receive the consequences 

(of Brexit) which they did not deserve. Simply put, there is some likelihood that a few 

radical groups/leaders in Scotland may come up again with the seceding motion to 

separate Scotland from the rest of the United Kingdom. If that happens, the number of 

clients in the United Kingdom will decline; hence, reducing the revenues and profitability 

of the United Kingdom-based banks. However, the chances of that happening are very 

minimal. Therefore, based on the analysis of whether or not Scotland will secede, we will 

advise The New Bank to invest in the United Kingdom since the chances of that 

happening are very small. 

 

5.4 Diplomatic Conflict with Russia 

Following the alleged incident of the Russian government poisoning her spy and his 

daughter in the British Soil, the United Kingdom and Russia have not been in their best 

diplomatic relationship (Landale, 2018). The issue has not yet been resolved fully and 

may escalate to economic sanctions. If that happens, the United Kingdom export to 

Russia will decline, as well as the number of potential Russian investors in the country 

will decrease. As a result, the revenues and profitability of the banks that focus mainly 

on companies that depend primarily on the Russian market will decline. The British 

banks would also sacrifice a lot of profits when potential Russian entrepreneurs are 

forced to exit Britain. Therefore, based on risks associated with the United Kingdom-

Russia diplomatic ties, we discourage The New Bank’s owners from investing in the 

United Kingdom. Additionally, the recent threats by the Russian government is another 

risk that may inhibit the international bank from setting up its subsidiary the country. 

This aspect forms a big risk that may affect the company operations in the country and 

thus not recommended to enter into the market.  

 

5.5 British Stance on Terrorism, Peace, and Human Rights and Democracy 

The British government has/is very much determined to end terrorism, promoting peace 

in countries like Syria, promoting human rights and democracy around the world. For 

example, the United Kingdom was among the nations that criticised the decision of the 

Syrian government to attack its citizens with poisonous gas (The Straits Times, 2018). The 
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British government also promotes issues like gender equality and same-sex rights around 

the world. As a result, the potential investors around the globe who feel insulted by the 

British stance have considered her an enemy; hence, they are more likely to cut all 

business deals with the United Kingdom. If that happens, the number of foreign investors 

will reduce; consequently, the British banks will lose potential earnings from the clients 

that they would otherwise benefit from. However, the chances of that whole issue 

happening are minimal; therefore, we urge The New Bank to invest in the United 

Kingdom. 

 

5.6 Recommendation 

Based on the analysis of all the political risks surrounding the United Kingdom, we 

support the decision to open The New Bank in the country since the benefits supersede 

the costs. This decision is logically taken for a number of reasons. Firstly, according to the 

international monitory fund report, the GDP of the United Kingdom will increase from 

the financial year 2018 through the financial year 2022. The economy will advance and 

widen. Plus, the growth in GDP indicate that all sector in economy including the banking 

sector will also develop. Secondly, according to the UK office Budget Responsibility 

(ORB) projections, the UK interest rate will rise in the coming four financial years that 

will surely be reflected on the increase of profitability. Thirdly, the inflation rate in the 

UK will decrease in the coming four years, which has positive effects on the banking 

sectors because inflation rate leads to low costs of products and services. Additionally, 

the GDP per capital of the UK rise in the coming four fiscal years which is healthy for 

banking sector to be highly productive and profitable. More importantly the population 

of the UK will increase in the coming four years, which is favourable to the banking sector 

this means that the number of will increase. Moreover, the bank of England allows all the 

commercial banks in the country. Another reason that encourage investing in the UK is 

the advancement in technology. Besides, the most important reason encourage 

investment in the UK is the country’s system of governance that is a democratic system 

of leadership that does not hinders private investors unless they violate law. 
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