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Introduction
by Roland Schatz

Everybody in the financial sector
expected 2009 to be rough; the head-
lines following the Lehman collapse
were frank. But, at the same time,
the chief executives of the finance
sector speculated the media would
calm down in 2010 as better results
proved that Wall Street was no lon-
ger losing money.

Now, in 2011, the picture is clear: yes,
the financial results presented in 2010
were much better than expected. Yet
the headlines remained the same.
From a reputational standpoint there
has been no recovery as the media
on Wall Street and Main Street keep
asking the same questions: what
have you learned from the crisis? And
what was implemented in 2009 and
2010 to make sure another meltdown
will not happen?

The first TrustT MeLTDOWN report made
it clear that the banking industry had
not caught a mere cold, as much as it
had been hit by a fundamental crisis
that raised questions regarding its li-
cense to operate. Making money out
of money was no longer a convincing
story for the opinion-leading media.
The bottom line in 2009: the media
reputation of the finance sector

has gone south, so much so, that it
was ranked worse than the tobacco
industry.

Did 2010 help it to improve? No, the
media reputation actually worsened
even while the pure economic figures
improved. Obviously, Wall Street’s
hope in this regard turned out to be
counterproductive. And hiding away
was no solution. Neither was trying
to play the blame game that pre-
tended that ‘sub-prime’ had been a
natural catastrophe. The only nature
to be blamed here is the nature of
mankind; it is human nature to do
less good when no control mecha-
nisms are in place.

No company can exist for two con-
secutive years reporting that its own
business, products, and, above all,

its management are time and again
associated with massive accusations
from the judiciary, politics and soci-
ety: correspondingly, the ratings re-
corded by Interbrand for selected fi-
nancial institutions all point towards
the negative. This development was
particularly shocking for Citibank

or UBS which, after the halving of
their brand value in 2009, now also
had to suffer a further loss of 13% in
2010. Others such as HSBC or Morgan
Stanley had, in particular, learnt their
lessons from their communication
mistakes in 2008 and 2009, and in
2010 were rewarded with a balanced
media image. This also paid off in
the brand value index: although the



Introduction

Chart 1: Global Brand Value 2009 - 2010
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losses from the prior year could not
yet be compensated for, the trend
was at least upwards.

Similarly to the tobacco industry, the
banks, with their communication
behaviour prior to and in particular
after the financial crisis in autumn
2008, manoeuvred themselves into a
position which made individual dif-
ferentiation difficult. The fundamen-
tal loss of reputation became less due
to the images from the respective
hearings in Washington, London or
Berlin in which the banks’ directors
were optically perceived similarly to
those accused in the tobacco indus-

try. Far more fatal for the entire

industry was the lack of clear com-

munication by the individual banks
regarding the repeatedly posed
questions:

1. Why did you portray the products
as being secure when you must
have and could have known in
advance that they did not comply
with the usual requirements?

2. What have you done to prevent
this in the future?

The answers which were given in

2009 were already then rejected as
unconvincing by the opinion-lead-
ing media. The tactic employed by



those responsible of not learning the
lessons from this in the following 12
months, and instead convincing the
sceptics through repetition, may have
worked in the 20" century. However,
in the wake of Enron etc., as well as
the experiences from the unforget-
table value-destroying machine,

the internet bubble, in which the
banks also played their part in the
first instance, it no longer works to
replace sound argument with good
clothes and expensive appearances.
The chart below spells out the un-
changed destructive result: concrete
banks and concrete bank directors
are, on average, negatively presented
in the opinion-leading media - but if
the same media mention “banker”

the criticism doubles: every second
statement is negative, even though
the actual business data were again
positive in 2010 — from Citi through
to UBS. The fundamental rejection
of the financial institutions and their
representatives can clearly no longer
be justified by saying that the people
were dissatisfied with their finan-
cial performance. Goldman Sachs or
Deutsche Bank are earning money
again but the wording of the head-
line by the FinanciaL TiMEs on GS “The
bank we love to hate most” was not
dictated by the mood of just one day.

This is not just due to the conduct of
bank representatives since the bank-
ing crisis. The information on their

Chart 2: Individual Banks and the Banking Industry in Comparison,
Tone of Coverage 2003-2010
0% =
-10%
-20% \ =
-30% ‘
-40% " 4
mm Individual banks
-50% wm Individual bankers
== Banks in general
'60% I T T T T T T T T T T i
2003/1 2005/1 2007/1 2009/1
2004/1 2006/1 2008/1 2010/1

Basis: 50,081 reports (at least 5 lines/seconds) in 21/29 German TV and print media



Introduction

actual business also did not improve
and the products remain untrusted.
Even though the banks may them-
selves be under the impression that
their customers are “satisfied” , they
derive this “satisfaction” solely from
the fact that their customers have
not closed their accounts. This, how-
ever, appears to be more for a lack of
alternatives than consensus amongst
banks’ customers, taking into account
the fact that they are getting an in-
terest rate of maybe 3% or 4% from
their bank for keeping their money
at their bank - in some regions it
remains unchanged at less than 2%

- while the banks’ top management
are themselves again talking about
profits of over the 20% mark in the
media.

In an interview on the 8t of Octo-
ber 2010, the former soccer player
Eric Cantona in passing remarked

“3 million protesters on the streets
means nothing, but if these 3 million
people would withdraw their money
from the banks - that type of action
would have some consequences”.
The interview was published in the
context of the riots in France. The
Belgian screenwriter, Géraldine Feuil-
lien, and a 24 year old actor, Yann
Sarfati, then launched the campaign
"Bankrun 2010"” (www.bankrun.com)
as well as the Facebook page “Stop
Banque” through which, on the 7t
of December 2010, they called for the
public to withdraw their money from

the banks. 33,000 French nationals
publicly supported this campaign
within 4 weeks. On the day itself,
of course, little happened because
the initiators had neglected to offer
an alternative. This example, how-
ever, illustrates the explosive mood
amongst the banks’ customers.

Reporting on the products of banks
—and partly also of insurance com-
panies - has in any case not stopped
since the Lehman collapse. In princi-
ple, not one week passes by without
warnings against the “life insurance”
product. Although these voices had
already come to be more vociferous
in the gos, the intensity with which
one of the cornerstones of people’s
contact with the financial world was
being questioned took on a new
quality in 2010. All the more so as
this product, contrary to the pur-
chase of a car or a computer, is solely
based on a customer’s trust in the
credibility of the offerer: year after
year customers keep on giving their
money to a partner without getting
something in return in order to hope-
fully receive more in total after some
decades. Telling customers month af-
ter month in large letters (except by
insurance companies and the banks
who sell their products) that this, in
principle, is not a good product, does
not promote trust. In particular not
in a context where people are now
also being confronted with the term
“toxic” in relation to products from



the banking sector, a term which
they only know from their experienc-
es with environmental disasters. The
chart below illustrates the connection
in which the word “toxic” appears
together with bank products in the
FiNANCIAL TimES, WALL STREET JOURNAL and
BarrRONs. Even though the intensity
diminished during 2010, it remains
striking that, even in 2010 still, the
elite of the financial media used the
term more frequently in connec-

tion with products in the financial
industry than with products in the
chemical, food or pharmaceutical
industries.

Just as the media reporting on banks
in general reflected, for instance, on

the brand value of the various insti-
tutions, so the impact of a disastrous
media reputation on their products
was tangible: the flight to other as-
sets such as gold or silver drove their
prices to new record highs in 2010.
Regional institutions experienced
growth rates never seen before.
Banks such as the GSL Bank doubled
the money entrusted to them in a
short time solely because they gave
their customers the assurance that
they would not act like Deutsche
Bank or the representatives of Wall
Street.

At the same time, complaints against
individual bank representatives in-
creased in both America and Europe:

Chart 3: Connotation of the Word “Toxic” 2009/2010
Number of stories in connection with "Toxic"
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Chart 4: Evaluation of Banks and Accountants in US Media, 2002-2010

20%
0%
-20% [
\ Lehman
-40%
Enron == Banks
-60% T T T T T T " ‘ == Accountants

2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: 41,153 reports (at least 5 lines/seconds) in 5 US TV and print media

people were no longer prepared to For this reason, TrRust MeLToownN I,
simply return to business as usual and after continuing the trend data on
write off their losses while reading reputation, turns its focus to answer-
on a daily basis that bank representa- ing the question as to what extent
tives were again paying themselves the financial world used the year
bonuses. 2010 in order to implement the
improvements required since the
And, together with the banks, anoth- 70s in respect of accounting as well
er industry was coming under close as transparency. But even here the
scrutiny — the auditors. Their hopes potential of all the participants re-
for better conduct towards the public mains virtually untapped: Chapter 2
did not pay off — what had already shows that although the one-report-
been indicated in TrRustT MELTDOWN | ing initiative was able to make clear
became ever clearer in 2010: whether progress (behind this is an attempt
PWC or Ernst & Young, their media to numerically record more than
reputation dropped dramatically in just material values on the balance
the past 12 months. sheet), the requirements for annual

and quarterly reports are still far



removed from reflecting at least 50%
of the value of a company.

As long as nothing changes in respect
of this fundamental wrong, banks
will continue to make their decisions
based on only slightly relevant data
and auditors will (not) audit their
profitability, even though relevant
criteria such as the duration and
quality of customer contracts, the
relevance of new products and the
quality of employees, etc are absent.
And yet, these are the value drivers
— not the number of company cars,
the 30% paid off computer or the
interest expense for loans of the
75th subsidiary. This is approximately
equivalent to a patient whom a
doctor diagnoses as being healthy

or as having cancer based solely on
measuring his blood pressure and
listening to his chest. Everyone would
change his doctor — but which bank
and which auditor can companies
turn to to have the full value of their
activities audited if they themselves
do not have the know-how or the
willingness to record the overall
values?

TrusT MeLtoown Il highlights the
trends and offers solutions on how to
regain trust, starting with no longer
hiding from the media and working
to improve accounting standards.
Without transparency, the industry’s
license to operate is at risk.







1. Reputation: The Trust Meltdown Continues

1.1. The Financial Industry Continues to
Ignore the Need for Reliable Answers

by Roland Schatz

All the Devils Are Here is the title of
one of many books which have made
headlines since the collapse of Bear
Stearns, the insolvency of Leh-man
Brothers and the ensuing assistance
by taxpayers to countless financial
institutions in America, Europe and
the rest of the world. Monkey Busi-
ness was a second one, Liar’s Poker a
third and Casino Capitalism a fourth
in an unending chain of attempts to
make the actions of bankers compre-
hensible. The authors are not tabloid
journalists, but employees or experts

from science and financial journalism.

Chart =
2009/2010

The trust meltdown regards the
financial world reached a new level.
However, just a few bankers noticed
this: even in 2010, most of the CEOs
in hearings put forward the thesis
that the subprime crisis had been an
"accident” which nobody could have
foreseen and which, in principle,
similar to a tsunami, “had simply en-
gulfed the financial world” like the
destructive waves which destroyed
the Asian coastline in 2005. Nobody
could have foreseen this. Even more
fatal were the headlines after the
hearings in which those responsible
for the financial disaster were quoted
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as saying that, in principle, no one
did anything wrong.

In TrusT MEeLTDOWN |, it was clearly
argued that this view of things was
only advocated by certain bankers
and that the reports in the media
worldwide evaluated and judged the
events differently: the reputation

of the financial industry, already in
the first year after the bank col-
lapses, plummeted to the level of
the tobacco industry, an industry on
which any newspaper is allowed to
write that its products are harmful
to the health of consumers. Nothing
changed in 2010 in this regard. Quite
to the contrary: not least due to the
lack of self-assessment and the obvi-
ous inability for self-criticism, banks
are now rated even lower compared
than the tobacco industry.

ticularly fatal as banks themselves
could have clearly presented better
figures in 2010. This development
was, of course, also reported on in
the opinion-leading media.Despite
this, nothing changed in the evalua-
tion of the industry. Reports in 2010
dealing with management mistakes
as well as banks’ lack of willingness
to address issues increase further.
Criticism of top management became
more vociferous quarter after quarter
because they continued to refuse to
actually investigate the real reasons
for the loss of money entrusted to
them, something which hardly seems

likely to prevent a repeat of these
mistakes.

If in the first TRusT MELTDOWN Book,
the casino metaphor was viewed

as a journalistic exaggeration to be
taken seriously, then, when it comes
to this similarly-titled sequel, that
lenient view is no longer tenable for
one of the most respected economic
researchers, Prof. Hans-Werner Sinn.
The comparison of an entire indus-
try to an irresponsible gambler who
would not even take responsibility
for the sequences of his actions is
now firmly imprinted in people’s
minds.

Media impact research tells us that
such impressions — in particular if
they continue unchallenged over

a period of more than one year

— are difficult to correct. The CEO of
Deutsche Bank, Josef Ackermann,
(always selected as one of the best
amongst its own ranks) might assess
this best. Long before the banking
crisis, he had to answer to the court
in Dusseldorf for a decision custom-
ary in the financial world. It is not
just the photo of the Swiss-born CEO
sporting the victory sign, which was
meant in fun, that will haunt the
banker until his retirement. All of
the participants in those proceedings
did not want to read the writing on
the wall that, in a functioning de-
mocracy, no group is exempted from
the norms of society.



It changes nothing in people’s per-
ceptions that Ackermann was able to
“buy” his way out of the judgement
with an amount in the millions; the
CEO of Deutsche Bank will no longer
be able to reach the acceptance level
of one of his predecessors, Dr. Alfred
Herrhausen, despite his multifaceted
commitment. One photo is already in
place for when the media acknowl-
edge his departure after a so-year
professional
career:

In the second year
after the Lehman
bankruptcy and
the largest bank
bailout in finan-
cial history, the
financial world,
including stock
exchanges, did lit-
tle to contribute
to changing these headlines. Even
though most were no longer show-
ing losses for 2009 in 2010, and some
had also repaid the tex monies with
interest, the same accusations in con-
nection with the subsequent prob-
lems (now on the part of countries
with low and extremely irresponsibly
managed resources that have dried
up due to the bailout) dominated

the media. Instead of finally seeing
themselves as part of society and con-
ducting themselves in an appropriate
manner, these same financial institu-
tions that would have filed for insol-

vency in 2008 had citizens not come
to their rescue, got caught out yet
again in 2009 and 2010 as they had
profit maximization on the agenda at
the cost of a part in the community
of states. That this was partly done
using the monies of those who had
just a few months previously saved
their workplaces, was appropriately
picked up by the media. The run on
individual banks was introduced in
TrusT MELTDOWN

I —and in 2010
became reality.

A small ancil-
lary aspect was
revealing: an
acronym defined
by the banking
world in 2009 for
various states in
Europe which had
potential or real
payment difficulties — PIIGS. This was
possibly intended to be a derivation
from the readily formulated BRIC ne-
ologism coined by a Goldman Sachs
expert for the four emerging eco-
nomic powers of Brazil, Russia, India
and China. But, after the taxpayers
in Portugal, Ireland, Italy, Greece and
Spain had paid their contribution in
2008 ensuring that the supposedly
creative neologists could carry on
with their business, the neologism
proved to be telling in more ways
than one. To officially describe an
entire nation as “pigs” reveals the
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character of the neologist as well as
that of the user. GISIP or SIGIP would
also have been conceivable as a let-
ter combination if the creatives had
been solely concerned with an abbre-
viation for the now risky European
states. However, it was no accident
that PIIGS was chosen.

It makes it clear from the outset that
the bankers, now bankrupt thanks
to meaningless speculations, again
saw themselves as something bet-

ter directly after their rescue by the
taxpayers. In the very second that the
acronym PIIGS tripped off the tongue
of a Barclays Bank employee, who
was, cynically, believed to have previ-
ously earned his money at Lehman
Brothers, it was clear to journalists
that absolutely nothing had been
understood by the banks. Likewise,

it could also be assumed that almost
none of the promised new safety
mechanisms to prevent the next bank
insolvency would work, because,
apparently, it wasn’t just the top
executives of Wall Street who had
tried to explain their actions that

had no sense of responsibility, but
their staffs as well. Without this, no
turnaround in people’s behavior can
be expected. Middle management is
responsible for product development,
rarely top management.

This is alarming for one reason in
particular: no journalist seriously as-
sumes that his text can actually effect

fundamental changes. Only once
this text is read and its view shared
by several media, is hope born.
And, in the context of Wall Street’s
meltdown, the reports were in sync
throughout the world. It was then
indeed surprising that, despite this,
in most of the same banks almost the
same conduct was continued by the
same people. Particularly as, in the
interim, countless specialist books
were complementing the headlines
and, in 200, 300, 400 or 450 pages,
as in Im Freien Fall - Vom Versa-
gen der Mérkte zur Neuordnung
der Weltwirtschaft by Nobel prize
laureate Joseph Stiglitz, in principle
revoked licences to operate due to
the statements made by Wall Street
offenders to the tribunals in Wash-
ington:
1. "Yes, they knew what they were
doing,”
2. "Yes, they were warned by experts
several times,”
3. "Yes, it was clear to them that the
products which they bought could
not work.”

Everywhere, in the aftermath of such
a finding, at least the top manage-
ment of the respective organizations
changed. The current developments
in Tunisia show that even in the
aftermath of the expulsion of a dicta-
tor who ran the affairs of his country
into ruin, people expect not only the
tyrant and his family to stop down,
but also, during the subsequent



period, painstakingly ensure that

his employees do not reappear in
government under another title; they
must also step down. In the after-
math of the worldwide banking col-
lapse, this was not evident. Here and
there a CEO had to step down, the
first are now in prison, but a change
in the responsible staff did not, in
principle, take place anywhere.

And that happened despite hardly a
day passing in which people did not
read in their media that the con-
trolling bodies did not believe the
protestations of Wall Street Manag-
ers and imposed significant penalties:
the British financial regulator, FSA,
decreed that Barclays pay a fine of
GBP 7.7 million as well as damages of
GBP 59 million to the victims of their
incorrect advice. Barclays sold prod-
ucts to the insurer, AVIVA, without
giving buyers the correct informa-
tion regarding the risks of these two
funds.

UBS, whose old and new top man-
agement made headlines in 2010
with statements that they, in princi-
ple, had no knowledge of what they
had done. (What CEO of a pharma-
ceutical company would be left in
office by his administrative board or
the government if one of his prod-
ucts caused massive damage and he
declared publicly that he could not
have known that its composition and
production might prove harmful?)

They were fined by stock exchange
regulators in ZUrich on January 14,
2011, because they had violated the
publicity regulations of the stock
exchange previously in 2007. Why
did it take so long before the stock
exchange finally had the courage to
call the proverbial spade a spade?
The shareholders of UBS refused to
approve the actions of the board

for their 2007 annual report — and,
despite this, the old and the new
management of UBS believed that
they could save themselves over time
with excuses. Even the new chair-
man of the board, Kaspar Villiger, as
a former entrepreneur and former
member of the Swiss government,
was not only highly knowledgeable
in the matter but fundamentally
also independent in the audit of

the company documents, on join-
ing UBS, ultimately had to bear the
headlines that he was not delivering
the transparency he had promised.
His predecessor, Peter Kurer, in an
interview with Nzz Am SoNNTAG even
went as far as to say that, in the
context of the information demands
made of him by experts, the then
CEO Marcel Rohner and the rest

of the management, it amounted

to “lynch justice in a subtle form.”
With the current judgement by the
Swiss stock exchange, according to a
statement by the commercial lawyer,
Daniel Fischer, the way is now clear
for an independent body to institute
misfeasance proceedings — in par-
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ticular as the formal approval of the
board for 2007 is still pending. At the
head of UBS then was Marcel Rohner,
who took over from Peter Wuffli in
July in a cloak-and-dagger operation.
This event led to massive headlines
then. UBS's corporate customers
experienced in 2007 that g9 out of 10
transfers were not carried out by UBS
although the amounts were actually
shown in their accounts. The chair-
man of the board was Marcel Ospel,
who, similarly to Peter Kurer later,
expressed his lack of understanding
in response to questions by share-
holders, customers and the company
and, until 2011, acted as if he and

his team had done everything right.
But, contrary to their protestations
of not having known anything — and
contrary to the newspaper reports

in Wsy, Fr1, etc., in which warnings of
the massive risks of the subprime
business had been sounding since
2001 - the Swiss stock exchange, after
auditing the documents, came to the
obvious conclusion that the decisive
bodies already knew of the massive
valuation losses caused by the effects
of the mortgage crisis in the US at
the end of July/beginning of August
2007. This, as a consequence must,
of course, have had a significant
effect on the overall result of the
bank. Its own shareholders, and of
course the market, would have had
to be informed immediately. Instead,
the team around Marcel Ospel and
Marcel Rohner on 14 August 2007 be-

lieved rather in announcing a record
result for the second quarter — with-
out mentioning the known risks. That
UBS at that time disclosed the loss of
CHF 229 million from its DRCM hedge
fund indicated that their knowledge
of the rule of the duty of disclosure
remained unchanged. Why they nev-
ertheless kept the significantly higher
risk of their subprime involvement
secret, only announcing a general
profit warning for the 3 quarter on
October 1, 2007, will have to be ex-
plained to the independent bodies in
Switzerland and the US by all those
responsible during the course of 2011.

As UBS and the conduct of its top
management are not isolated cases,
it is in the nature of the observer
—even if not directly affected by the
banks’ conduct — that no new trust
can be born in year two after the
disaster. After all, all people are ulti-
mately the victims several times over:
as taxpayers they (without being
asked) had to make their contribu-
tion to ensure that an industry was
rescued from bankruptcy without
being held accountable. An industry
which basically owns no product in
the actual sense of the word and
consequently, since its establishment,
remains liable to prove a service
comparable to that of the automo-
bile, pharmaceutical, or IT industry.
These tax monies are now no longer
available for the education of their
children, necessary investments in



infrastructure, etc. The fact that

in Germany the term “no alterna-
tive,” used by Angela Merkel when
speaking about the various so-called
"emergency parachutes,” was chosen
as the misnomer of 2010, gives an
idea as to how citizens would have
voted if a referendum had taken
place in 2008 to vote for or against
the no-consequences rescue of the
banks, and then again in 2010 regard-
ing the support activities for highly
indebted countries. But people pay
the price not only for the conduct of
bankers through the support actions
of their governments, to which they
did not give their agreement, but, as
a matter of course, also receive less
interest for the money that they have

Chart 2:

lying in the accounts of their banks.
This does not remain without its
consequences: the doubt of people in
their elites is growing.

There is almost no sector of soci-

ety from which people on average
receive trust-building information
regarding the conduct of its leaders.
2010 revealed not only the continu-
ous violation of the Maastricht Treaty
by almost all European governments,
and thereby the non-existent control
by the supervisory bodies in Brus-
sels, but the schools and churches
also made headlines for their mis-
conduct towards innocent children.
Doubt dominates in such a climate.
And for the banks, more impor-
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tantly, the willingness to forgive is
not promoted as there is no longer
any other leadership group which
can credibly stand as an advocate
for Wall Street. Governments have
again lost the short term credit they
had acquired in 2008 by not claim-
ing the consequences at the latest in
2010. Religious leaders are concerned
with themselves, and researchers,
two years after the collapse of the
financial system, are unable to come
up with ideas which would exclude
a repeat of that which is not predict-
able.

For the banks, the problem is exacer-
bated by the fact that 2010 continued
to keep finances at the center of
reporting due to the serious crises in
Greece and Ireland. People had to
read and see that the banks were ac-
cused of trying to make money from
the weakening of the euro. For peo-
ple on the other side of Wall Street
and the other financial centres it is
not a question of products or market
conduct. For them, contributions in
the newspapers or interviews, such
as with Stéphane Garelli, professor at
the IMD in Lausanne and long-time
WEF manager, on the “currency war”
read very simply: “We have given
the banks the shirts off our backs so
that the financial system will suppos-
edly not collapse. Two years after
the horror stories, we are still seeing
no indications as to whether the
threats of falling back into a Great

Depression were justified or not. We
know that our children are no longer
receiving the same standard of edu-
cation in the schools that they did at
the time when our tax monies went
to the banks. Still, we read that these
bankers, who would be unemployed
if it weren’t for our money, are again
paying themselves bonuses, such as
the Credit Suisse boss Brady who has
no ethical problems in having CHF
70.9 million paid out to him, and are
now under suspicion of weakening
our currency.” No politician will be
able to constructively argue against
such a perception - and lose his posi-
tion. The increase in extreme parties
was announced in TRusT MELTDOWN |
—in 2010 this became a reality not
only in the European elections.

Increasingly, the system question is
being asked and the answers, which
would have had to be given at least
in the opinion-leading media, also do
not advocate for an improved climate
in favor of banks. Using the example
of Germany, the chart shows how, in
connection with the crises, the escala-
tion becomes ever greater in the
opinion-leading media.



Initially, the intensity of the report-
ing in the financial system increases:

Chart 3: Salience of the “Social Market Economy” in the Values Coverage,
German Arp and Zor News Shows, 2001-2010
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Then, the actual value of the system
is questioned ever more extremely
due to shocking individual cases:

Chart 4: Evaluation of the “Social Market Economy” in the Values Coverage,
German Arp and Zor News Shows, 2001-2010
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So that, in the end, in the light of this
news selection, people come to an as-
sessment of the strength of their own
democratic financial system - which
in no way corresponds to reality:

Chart 5:

workplaces were created, as it should
happen only once in the history of
Germany. For the first time, more
than 4o million officially registered
workplaces were reported in 2010

Opinion Poll “Equity”, 1995-2010
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Basis: Poll among Germans aged 16 and older;

Question: “What do you think: Are the economic conditions in Germany — | am speaking
about what the people have and what they earn — by and large just or not?” (,,Wie sehen
Sie das: Sind die wirtschaftlichen Verhaltnisse bei uns in der Bundesrepublik — ich meine,
was die Menschen besitzen und was sie verdienen — im GroBBen und Ganzen gerecht oder
nicht gerecht?”

Source: IfD Allensbach

Because the extent to which the
people in Germany turned away from
the social market economy in surveys,
is the same extent to which their
personal prosperity increased on
average year on year, unemployment
figures decreased and, to a degree,

- at an overall population of 8o mil-
lion. Experts have long talked about
full employment, but discussed far
more frequently is the fundamental
problem that not enough qualified
employees are available for the mar-
ket opportunities on offer.



In principle, at least in the largest
national economy in Europe, an ex-
cellent environment has been created
to sustainably discuss and solve the
fundamental problems in the finan-
cial world. However, the communica-
tion by the financial institutions does
not give people the impression that
a) they are interested in working on
the problems which led to the fi-
nancial crisis, and
b) due to this lack of interest, they
are not able to offer any proposals
for solutions.

To date, such sets of circumstances
have historically always led to actions
in particular on the part of those
who felt as if they had been funda-
mentally harmed. Such a "keep it up”
attitude towards financial institutions
harbors massive risks which they, but
even less the responsible politicians,
can neither evaluate nor shape.
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1.2.

Two Years After Lehmann: Reputation

Remains a First-Rate Risk for Banks

by Matthias Vollbracht

We believe that banking crises will happen again

Banks still struggle to regain trust

- reputation risks are said to hinder
business

The financial industry faced two ma-
jor reputational challenges in less
than a decade: first Enron and the
bursting of the New Economy bubble
in the early 2000s, and then the inter-
national financial crisis followed by

a recession in major global econo-
mies in 2007-2009. 2010 was a year of
continued growth in major emerg-
ing markets such as China, Brazil and
India, a year of recovery in Germany,

Chart 1:

Hans Wright, S&P, FT, 06.01.2011

Switzerland and a few other Europe-
an economies as well as parts of Afri-
ca, with a double-dip development in
the US and UK and a slump in some
debt-prone countries like Greece, Ire-
land and Spain. Many news reports
have placed the blame for the crisis
more on the global banking industry,
and less on excessive monetary policy
and supervision failures or greedy
investors.

Banker bashing has become rather
popular; during the height of the cri-
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Chart 2:

Top 10 Banks by Negative Reports — FINANCIAL TIMES 2010

(Without Reports on Analysts’ Research)
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sis, the banking industry garnered up
to 50 percent of all the business cov-
erage by major international TV news
broadcasts. So, has the global trust
meltdown in the financial industry
continued in 2010 or are there signs
of recovery? Is the media reporting
about change in key image criteria
such as products and customer rela-
tions, or are allegations of breach of
trust and misselling still dominant?
Mepia Tenor continued its comprehen-
sive analysis of national and cross-na-
tional TV shows, as well as interna-
tional leading business papers such as
the FinanciaL Times and THe WALL STREET
JournAL, on general topics and specific
issues such as analysts’ quotes to find
evidence for improving the images or

lasting criticisms of the financial in-
dustry and especially of banks.

In a nutshell, the slight recovery in
the overall rating of the banking
industry since 2008 cannot make up
for the fact that the vast majority of
stories are still rather negative, put-
ting the banking industry at the same
level as tobacco, energy (remember
BP’s oil spill) and airlines (the volca-
no eruption didn't help to improve
the image). Even worse, the recovery
is nearly entirely connected to pri-
vate banks again reporting increas-
ing profits and being less dependent
on public loans and bailout guaran-
tees. In contrast, the tone of cover-
age when it comes to products and
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customer services has dropped to

an even lower level. Investigations
into what went wrong and who is

to blame have started with the ex-
pected time delay and led to nega-
tive coverage in 2010 as indicated in
last year’s Trust Meltdown Report
No. 1. News coverage of investiga-
tions and lawsuits have shed light on
business practices which are broadly
not believed to have changed as yet.
So, the media and a large part of the
public seem to still be waiting for the
righteous fruits of repentance as a
precondition for rebuilding trust. As
the Scriptures put it: Let your change
of heart be seen in your works (Mat-
thew 3:8). The hype over Goldman
Sachs prior to BP’s oil spill might be
taken as example. Negativity was

so strong that Goldman Sachs filed
harmful media reporting as a reputa-
tion risk which might affect busi-
ness (THE WALL STrReeT JournaL, March 2,
2010).

This chapter explains more in depth
the development of banks’ images
in analysts’ quotes in international
opinion-leading media (e.g. THE WALL
STREET JOURNAL, BARRON'S, LEs EcHos,
FinanciaL Times, and MinT). This is fol-
lowed by an analysis of coverage in
international or pan-national news
networks (Cnn, Bec WoRrtd News, AL
AraBiaH, and AL Jazeera) and finally

a glance at 4o international news
shows from Europe, the Middle East,
the US, South Africa and China. Un-

fortunately, the image tsunami isn’t
over yet, and there is little evidence
that business as usual is going to
bring any changes in the near future,
as sovereign nations struggle to foot
the huge bill of stimulus packages
and bailout programs.

The analysts’ view: what value is in
the banking industry?

This section discusses analysts’ views
of banks. For these purposes, ana-
lysts are regarded as experts from
banks, rating agencies and similar
institutions. The analysis is based on
an examination of experts’ quotes in
international financial media such as
BARRON's, THE WALL STREET JOURNAL and
the FinanciaL Times, as well as Les EcHos,
MiINT and ExpPANsION.

Previous analyses of analysts’ quotes
by Mepia Tenor have already shown
that the quoted experts, on average,
gave companies more positive ratings
than other sources cited in the media
or even journalists themselves. Par-
ticularly striking was that at the time
of the New Economy, but also after,
little in fact changed.

A look at the automobile industry
shows that analysts had apparently
regained their trust. The upbeat sen-
timent and improved figures was in
recent months positively reflected in
rising share prices, the GM IPO not
being the only indicator there of.
The analysts’ quotes on companies in
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opinion-leading media have several
functions: Firstly, they give journal-
ists a third opinion (leaving open the
principles according to which ana-
lysts’ quotes were selected). There is,
in any case, little empirical evidence
to suggest that analysts with the
most precise predictions were cited
disproportionally compared to the
others. Secondly, analysts’ quotes
render complex and condensed com-
pany information in concise, concrete
figures and trends, such as buy/sell
recommendations or profit estimates.
The current level of analysts’ assess-
ments serves to assist both journalists
and financial markets in the evalu-
ation of new figures which has a
significant influence on the tone of

the reporting. Thirdly, analysts them-
selves indicate that the reporting,
including quotes by other analysts,
also contributes to characterise the
further mood and sentiment.

How do the cited experts, who large-
ly hail from the banking sector itself,
now rate the situation in the finance
industry? The trend analysis shows
that there is no standard rating. This
applies to both banks and insurance
companies. With the exception of
AIG, scores of insurance companies
conceded that they had acted more
conservatively than banks and that
the sentiment towards them was thus
friendlier than that towards banks.
This is mirrored in the positive ratings
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of the first quarter of 2010, when the
annual results of 2009 were reported
on.

The successful handling of the so-
called stress tests, in which the banks’
balance sheets were tested for their
robustness against shocks in respect
to minimum equity requirements,
was a positive factor in analysts’ com-
mentaries in Q3 2010. The climate

of opinion for banks and insurance
companies thereafter, however, de-
teriorated again. Contributors to this
turn of events were concerns regard-
ing the possible failures of highly
indebted countries such as Ireland,
but also a certain worries of what in-
fluences a tightening of regulations

in the form of Basel Ill would have on
the business development of banks.
For insurance companies, the scepti-
cism related to the consequences of
the low-interest environment in parts
of Europe and the US as well as the
possible effects of Solvency II.

The picture is very heterogeneous
with regards to cited sources. Af-
ter the rating agencies stood mas-
sively under fire during the financial
crisis due to their clearly over-posi-
tive statements on toxic assets, they
switched to “at risk” in their ratings
of banks. The most negative ratings,
on average, were cited from Fitch,
but also Moody’s and S&P negative
ratings trumped positive ratings by

Chart 4: Rating of Banks by Different Analyst Sources, 7/2009 - 12/2010
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more than 20 percentage points. In
the current environment, the re-
gained scepticism is, of course, only
credible to a limited extent, but it is
another nail in the coffin where it
comes to banks’ regaining trust.

If one leaves the rating agency sec-
tor and compares the ratings by
bank analysts, then the comments by
Deutsche Bank and Goldman Sachs
were the most advantageous on the
whole, whereas Macquarie, RBS and
JP Morgan were on average, quot-
ed regarding negative ratings. The
quotes by JP Morgan had a special
role to play. JP Morgan not only
passed the stress test with flying co-
lours, but fed the debate around the
capital requirements of major inter-
national banks with its own calcula-
tions.

On the whole, analysts’ and experts’
quotes still did not give the banks the
all-clear as core capital is assumed

in the additional regulatory require-
ments. Analysts, however, exclude
the question as to whether the busi-
ness models will receive their license
to operate, not only in the legal
sense, but also in the social sense.

Does watching Cnn make a
difference?

From the viewpoint of reputation
management, the issue of whether
the image is negative in all or most
broadcasts, or particularly negative

in certain types of broadcasts, e.g.,
for certain target groups (regional /
according to subject matter) is an im-
portant one. As a rule, news broad-
casts are destined for a regional
news audience for reasons relating
to language. It is possible that there
is a relevant number of the world
population who are in the position of
following and understanding English
broadcasts if they could be received
locally via satellite or cable. The well-
known research studies on market
share nevertheless state that these
broadcasts are rather less attractive
to the masses compared to popu-

lar local news offerings. This would,
however, not necessarily limit their
significance for image creation tak-
ing into account the extent to which
opinion leaders such as analysts par-
ticipate in the creation of images,
and the extent to which such offer-
ings are consumed.

In addition to the local/internation-
al news broadcasts, pan-national or
international formats such as Bsc
WorLD, CNN, AL Jazeera and AL Ara-
BIYA were analysed. Bec WorLD and
CnN, in particular, claim to be the
global elite media and AL Jazeera and
AL ARraBIYA are, in any case, beyond
national boundaries both important
news platforms in the Arabic-speak-
ing world.

An analysis of individual broadcasts
proves that the reporting on banks
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Chart5: Tone of Coverage on Banks in Individual News Shows,
TV News 1-11/2010
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is predominantly critical in the rat- Bec and on Itv. The situation is some-
ing of most broadcasts. The image what different for Cnn. Cnn recorded
of banks portrayed by Bsc WorLD was a rather less critical view of banks

thus as critical as that on the national compared to Nec, Asc, Cas and Fox.




Despite this, the percentage of nega-
tive ratings was over the 40 percent
mark and, in this regard, no other im-
age was, in principle, transmitted via
Cnn that was not transmitted by the
other American formats.

If one compares the pan-regional and
internationally oriented broadcasts
with national broadcasters, then the
differences in the structure of the
subject matter, at first glance, do not
necessarily explain the differences
that exist in the ratings. It is rather
to be expected that broadcasts with
a high proportion of research quotes
by banks portray a rather neutral pic-
ture. The research component, how-
ever, is not immediately noticeable

in the international and pan-regional
formats.

More striking is that the focus on
managers, another major negative
factor in reporting, was less than on
the national shows. For example:
On CnN, 6.8% of the contributions
between January and November
focused primarily on management,
whereas on Asc and Css the propor-
tion was 16% and 17% respectively.
For Bec WorLD, the proportion was
6%, and at Bec 110 o’clock it was
twice as high.

In respect to rating, Bec WorLb and
CnN thus do not necessarily make
things easier for the banking indus-

Chart 6: Tone of Coverage of Banks in Individual News Shows,
TV News 1 - 11/2010 (Only Individual Banks)
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try. The analysis provides further in-
sights on which companies were ad-
dressed in the individual broadcasts.

Internationally, Goldman Sachs has
become synonymous with (invest-
ment) banks. With respect to the sur-
vivors of the financial market crisis, in
many of the numerous media reports
Goldman Sachs stood for those busi-
ness practices that were denounced.
This is actually somewhat surprising
in view of the changes in the bank-
ing landscape in the last two years, as
it was Goldman Sachs’s competitors
which were primarily involved in the
takeovers of the no longer competi-
tive competition, while the organi-
sational structure of Goldman Sachs,

Chart 7:
TV News 1-11/2010
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with the exception of its declaration
as a commercial or investment bank
to the US authorities, was subjected
to less obvious fluctuations.

In 2010 Lehman Brothers was still
present in the media as a historical
reference — and even named rela-
tively often. However, more than 5%
(Bsc WorLp News) and more than 15%
(Cnn) of contributions about banks
concerned Goldman Sachs between
January and November. While most
of the contributions appeared be-
tween January and July, the focus
was on April. Whereas in 2009 Gold-
man Sachs, was still blamed for the
relative persistence of the crisis, at
least in some media, the image was,
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Chart 8: Rating of Goldman Sachs on Individual News Shows,
TV News 1-11/2010
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on the whole, negative in 2010. Until
the oil platform crisis, the fraud in-
vestigations against Goldman Sachs
were the top subject matter for
weeks — and not only on the US news.

Reporting in the second half-year
was more balanced, not least after
the SEC hearing, but Goldman Sachs’s
image clearly did not remain untar-
nished, even in the elite media, Bac
WorLb News and Cnn.

Against this background, the ques-
tion that must be asked is this: is

the absence of bad news the start

of reputational recovery? The latest
headlines regarding the appointment
worth billions at Facebook has al-
ready led to warnings that this could
mark the next bubble. The analysis
makes evident that profits alone can
no longer ensure a good image for
management, products and social re-
sponsibility.

After digressing regarding selected
international media, we will go on
to take a further look at the image
of banks, this time from the point of
view of the competing news broad-
casts.

Some kind of stabilization but no
clear recovery

Banks have barely seen balanced or
even positive news coverage in the
recent past in international TV news.
That is to some extent due to the

nature of TV - strong polarization
given the lack of space and time to
explore issues in depth and a tenden-
cy to polarize ratings. However, TV
news characteristics are not enough
to explain the level of negativity as
other industries have, at the same
time, done much better. Overall rat-
ings (expressed as the sum of positive
minus negative ratings) have ranged
between +10 and -60 in the period
2002 to 2010 with the UK news, on
average, presenting the harshest im-
age. According to Mepia Tenor's long-
term research, a reputational crisis
manifests if a rating hits the -10 mark
for more than two months in a row.
Looking at these criteria, the bank-
ing industry achieved a somewhat
sustainable rating in 2005 and 2006
only.

After the collapse of Lehman and

a banking crisis which saw central
banks and politicians fearing melt-
down, ratings were rather low in
2008 and 20009, registering at be-
low the -40 mark in Germany, and
the UK and US media. Apart from
Leh-man, the names differed from
country to country (e.g., Hypo Real
Estate in Germany, Northern Rock

in the UK, Washington Mutual and
Merrill Lynch in the US), but the mes-
sage was more or less the same: Toxic
subprime papers mainly related to
an inflated US real estate market
were packaged and sold all over the
world, leading not to risk diversity,




Chart 10: Rating of the Banking Industry, Germany, UK, US (TV) 2002-2010
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but rather to an international pan-
demic infection of banks. If this had
happened in the food industry, su-
pervisory bodies would have imme-
diately shut down (toxic) production.
In the banking industry, the so-called
sub-prime crisis no longer held wa-
ter, but central banks and financial
authorities rushed to give support

to troubled banks trying to prevent
another major systemic shock the size
of Lehman. Even in 2010, the word
“toxic” has more often been con-
nected with financial issues than en-
vironmental issues, as research in Fr,
Wsj and Barron's for 2009 and 2010
shows. As no one in their right mind
would want to be poisoned with
toxic food, investors wouldn’t want

to be poisoned with toxic assets. And
self-regulation or a soft approach
such as public warnings might not be
sufficient when it comes to regula-
tors, central banks and rating agen-
cies — or when it comes to rebuilding
their reputations.

What is the current trend now? Over-
all ratings have deteriorated further
in Germany and the US, given further
insights (e.g., by courts and feder-

al investigations shedding light on
business practices which have been
labeled criminal acts). In Germany,
this has especially hit publicly held
Landesbanken which have seemed to
be strong buyers of structured loans
giving a higher average return and
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Chart 11: Connotation of the Word “Toxic” 2009/2010
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lacking an otherwise sound and sus-
tainable business model. Based on
the general ratings and stereotypes
analysis, the image turnaround has
yet to come as current rating levels
are not sufficient for rebuilding pub-
lic trust. Rising profits on the back

of an economic recovery will not be
enough to restore credibility. The
ground for revelations such as those
announced by Wikileaks is rather
fertile. The “Move your Money” cam-
paign launched by HurfingToN PosT’s
Arianna Huffington before Christmas
2009 has, according to the website,
encouraged around 9 per cent of US
adults to turn away at least some

of their money from the big banks
(http://moveyourmoneyproject.org/

archives/1514) during the first quarter
of 2010. Future actions might have an
even larger impact.

Bank managers: bashing continues
Given the strong trend towards per-
sonalization in news reporting, and
taking into account the fact that
business is always about people
—even if they are developers and
programmers of automatic trading
programmes — the rating of senior
management in the banking industry
is another key indicator for measur-
ing whether public acceptance is on
the rise again or not.

Recent polls (e.g., in Germany) have
shown slight improvements for




Chart 12: Rating of Bankers, Germany, UK, US (TV) 2006-2010
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Deutsche Bank's Josef Ackermann,
but the diagram above makes the
point that this is not a general trend.
Instead, in 2010 negativity in Ger-
many again moved to even lower
rankings than in 2008 and 2009. At
the same time, the ratings in the UK
and US TV news improved slightly,
but still showed a -45 — 40-point gap
to any substantially balanced cov-
erage which might award bankers
with more trust again. The GfK 2010
trust index shows that bankers lost 15
points compared to 2008 in Germany,
scoring at 57 per cent in 2010.

The volume of negative reports de-
creased in 2010 compared to 2009
as the cameras shifted to BP’s Tony

Hayward, but, in light of the massive
volume in 2008/2009, a moderate vol-
ume with consistently negative tone
is enough to keep the fire burning.

A breakdown by companies shows
the most negativity for Goldman
Sachs in 2010, in Germany for Bayern-
LB, Hypo Real Estate and in the U.K.
for HBOS and RBS.

Besides the fact that investigations
and court cases continue to fuel the
fire, the lack of prominent senior
managers from the global financial
industry heading a campaign to un-
veil what went wrong and lobby for
substantial change might be a reason
behind the slow image recovery in se-




Reputation

nior management. So far, it has been
up to movie makers, politicians, sci-
entists and journalists to head up the
education on the reasons for and the
lessons learned from the crisis. How
do you rebuild trust? Much of the
global media is currently promoting
the idea of increased diversity, espe-
cially that of having more women in
prominent management and con-
trolling positions, allowing them to
manage change and communication.
The investment banking culture, in
particular, has been frequently la-
belled as male dominated and driven
by testosterone rather than reason
(e.g. Handelsblatt 16.09.2010). There
are too few cases of prominent fe-
male bank CEOs to do a forecast on

whether this would cause a change
in reporting on banks’ management.
Experience in other industries (e.g.,
IT) indicates that it is more about
integrity and readiness to take on re-
sponsibility than on gender alone.

Banking visibility: volcano eruption
and BP’s oil spill eclipsed banking
industry news in 2010

Mepia Tenor's fundamental research
has unveiled that trust basically starts
to recover around nine months after
negative coverage ends and an issue
is no longer grabbing top headlines
in the media. The previous section of
this chapter has shown that the tone
towards the banking sector hasn’t
changed fundamentally so far —so

Chart 13: Volume of Coverage of Banks, Germany, UK, US (TV) 2006-2010
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what about the volume aspect? As
with the bankers, the volume of cov-
erage on individual banks declined
substantially in 2009. However, other
Mepia Tenor rankings show that vol-
ume in 2010 was still large enough to
claim a top spot in the industry rank-
ings. Another important fact is that
the volume of coverage still exceeds
pre-crisis levels. In Germany, volume
in 2010 was around double that of
2006, and on the UK and US TV news
it was even more.

Some senior industry figures have
been for the storm to pass over be-
fore emerging from their caves to
continue doing business as normal.
The tone and visibility analysis shows

that this hope has not been fulfilled.
Instead, there is evidence that the
level of negativity was sufficient to
make people move their money.
There has been no successful cam-
paign in Germany similar to that in
the US, but the business figures of
the small German GLS Bank, which
claims to be doing sustainable busi-
ness only, show that people outside
the US moved their money as well.
GLS reported a rise in client num-
bers from 55,000 in 2007 to 80,000 in
summer 2010.

Banking and financials - a silver
lining

If there is one image criteria which
has really shown some progress in

Chart 14: Volume of Coverage of Goldman Sachs versus BP,
UK, US and German media April, 5 - May 31, 2010
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Chart 15: Tone of Coverage of Banks: Financial Solidity / Stocks,
UK, US and German TV News 1/2006 - 11/2010
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tone then it is the news coverage on
banks’ financials and stock sentiment.
The bailout programs, a dive for
cover in fixed income business and
low interest rates boosted earnings in
2009/2010 compared to the previous
years. In principle, financial solidity is
a core image criterion as it is in gen-
eral considered to be an equivalent
to overall success and thus makes a
company attractive to investors and
employees (with clients it's not that
simple). Reports about financial con-
straints have accelerated the decline
of banks such as Northern Rock and,
especially in the banking industry,
any rumors about solvency problems
might be as bad as a factual shortage
of liquidity because such rumors tend

to be self-fulfilling prophecies.
Theoretically, increased profitability
might be good news for banks’ im-
ages. Unfortunately, the trust melt-
down and fundamental criticism of
the business model doesn’t allow

for a 1:1 transfer of higher profits to
improved image. Even the ratings of
organizations such as Deutsche Bank
and Goldman Sachs display a high
level of ambivalence when it comes
to the rating of financials/stock.
Deutsche’s 41.5 per cent share of posi-
tive rating on financials in 2009/2010,
for instance, contrasts with a 20.3 per
cent share of negative reports.

Why is this? One reason might be
that the discussions on passing so-



called stress tests and tighter govern-
ing rules concerning equity capital
have made journalists point to con-
cerns that even increased profitabil-
ity will not be enough to meet future
challenges. Some of these concerns
are shared and disseminated by the
rating agencies as well. However, an-
other, probably more challenging, ar-
gument when it comes to trust is that
the media and sources quoted by the
media questioned the legitimacy of
recent profits, especially those gener-
ated by investment banks. A recent Fr
story (13.12.2010) in which the words
“investment bank” and “casino” are
used as synonyms is typical.

Unfortunately, the positive profit
news can, to some extent, even be
counter-productive when it comes to
rebuilding trust. Besides the argu-
ments listed above, rising profits go
hand in hand with increasing bonus-
es and the 2010 coverage on bankers’
bonuses garnered little public sym-
pathy with bankers cheering higher
earnings.

Banks and customers: troubled
relations not just on toxic products
At the end of the day, the mere rea-
son for the existence of businesses

is to offer products and services and
make money that way. According to
Adam Smith, competition - the in-
visible hand — will turn egoists into
cooperative individuals because of
their personal advantage if they start

to serve (potential) customers bet-
ter than competitors. As a result, the
welfare of the provider of goods, as
well as of the customer, will increase.
So much for the theory. When it
comes to banks and customers, the
media have shown little evidence
over the course of the last three years
that the bank-customer relation, on
average, leads to happier clients. Crit-
icism hasn’t softened since then de-
spite a great deal of negativity imme-
diately after the collapse of Lehman,
when many private banking clients
realized that they had lent money to
Lehman without actually knowing
that they had done so. In 2010, the
balance of negative and positive rat-
ings hit the -60 to -100 mark.

Basically, if banks have been in the
news due to their products and client
relations, the story has been nega-
tive. The trust polls display that this
type of coverage hasn’t enhanced
reputations. Basic trust in the indus-
try is challenged as court trials shed
light on the mechanics of creating
and distributing products, which only
a few people understand, and how
banks didn’t counsel customers ac-
cording to industry and legal guide-
lines. This finding is not a contradic-
tion to polls such the GfK industry
poll which says that around 5o per
cent of people have some kind of,

or full, trust in their personal service
person.
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Chart 16: Tone of Coverage of Banks: Products / Customer Relations,
UK, US and German TV News 1/2006 - 11/2010
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Criticism has circled around various

issues as different types of clients and

relations were linked to the financial

and economic crisis:

a)Inter-bank relations: e.g., selling
toxic assets to other institutions
making them bailout cases costing
taxpayers money; there have been
allegations of fraud and insider
trading as well, drying up funding
for other banks

b)Banks — corporates: funds drying up
during the economic crisis worsen-
ing companies’ problems in dealing
with declining orders and investing
in new technology

¢) Banks — private clients: selling real
estate loans to people who cannot
afford them and who are not edu-

cated in managing large financial
risks; selling complex investment
products to private clients who do
not meet their risk profiles; com-
municating in professional lan-
guage and terms of business which
are normally not understood by
private clients; excessive fees for
“minor” violations of client con-
tracts, e.g., delayed credit card
debt payments; inappropriate han-
dling of customer data (e.g., data
were stolen or published)

The connector between these very
different types of problems is a per-
ceived lack of integrity and common
sense regarding what sustainable
business relations are all about. What



might be the trigger to find a way
out of the trust crisis surrounding
products/services and customer rela-
tions? Obviously, launching Facebook
pages and spamming clients with
information in social media will add
to the frustration and aggregation
rather than rebuild trusting relations.
Some companies have been able to
achieve fair and balanced coverage
by putting customer advisory boards
in place which meet on a regular ba-
sis and have the right to recommend
basic changes in the design of prod-
ucts or customer communications.
Another way of building customer re-
lations can be the communication of
solutions, e.g., the successful financ-
ing of technological innovations and
company growth. However, in the
age of online media, these stories can
no longer be communicated by press
releases alone, but need to be told in
compelling stories showing company
staff and customers at work.

Banks and the state: taming the
beast

Corporate citizenship has become a
popular concept in business over the
last decade, and banks have invested
heavily in cultural projects, founda-
tions and environmental issues. It
seems obvious that such positive re-
porting on good corporate citizen-
ship is likely to build trust between
the company and the regional or
national community. However, the
discussion about banks since the col-

lapse of Lehman has gone far beyond
the question of how much of prof-
its have been invested in art collec-
tions. In the light of the systemic
crisis, even countries with a strong
economy and low public debts have
realized that banks can become too
big for a national fix if things go very
wrong. Until 2007, the term systemic
risk was insider vocabulary among
regulators and central banks and, in
the business news, bigger was said
to be better while mergers were
mostly cheered. Three years of this
has taught journalists that the rescue
of a single bank can be more expen-
sive than all the money spent on
social benefits for an entire country
in one year. Economic stimulus pack-
ages and bailout packages for the
financial industry have led to spiral-
ling public debt in scores of coun-
tries between 2008 and 2010. So it is
little wonder that the tone of cover-
age has been mostly negative since
2007 when it comes to the media
reporting on banks and their rela-
tions with state and society. In this
context, mistakes by regulators and
public supervisory bodies have played
a certain role. However, most of the
time, media reporting was not so
much centred on institutional failure
but on factual or claimed unlawful
behaviour.

The slightly upbeat reporting on the
UK TV news contrasts with a declin-
ing rating in Germany and a still
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Chart 17: Tone of Coverage of Banks: State / Society / Regulation,
UK, US and German TV News 1/2006 - 11/2010
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strongly negative tone of coverage
in the US Banker bashing and calls
for tougher regulation, additional
taxes on banks’ profits and higher
equity requirements have provided
fertile ground for politicians to put
the blame on the banks. But, as ex-
plained in last year’s Trust Meltdown
study, it has been seen by at least
some politicians as a chance to come
back to the playing field after global-
ization was said to have diminished
the power of national governments.

Are last year’s and current efforts,

such as Basel Ill, additional taxes and
considerations, overdone and is there
enough systemic relevance to rebuild
