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house price up to £165,088 +5.2% higher than in 

January 2009. Lies, damned lies and then there are 

statistics... 

RBS reported that 2009 was indeed another tough 

year, with Ulster, its Irish operation, its insurance 

division and Citizens, its American business, all 

struggling. But the bank’s record £24.3 billion loss in 

2008, driven by write-offs on its ABN Amro purchase, 

was narrowed dramatically to £3.6 billion.

Lloyds revealed a loss of £6.3 billion for last year as its 

bad debts swelled to £24 billion after the lender was 

forced to write down the value of poor investments made 

by HBOS (effectively £1 in every £5 loaned has gone 

bad!). This loss compared to a £6.7 billion loss in 2008.

Prudential – has the Pru bitten off more than it can 

chew? The UK insurer’s $35.5 billion deal to buy AIA, 

the Asian assets of troubled state-controlled US insurer 

AIG, is a huge gamble for the Pru’s ambitious new 

chief executive, Tidjane Thiam. The deal will more than 

double the Pru’s size and is expected to require a £15 

billion rights issue – in-line with the UK’s largest ever 

capital raising. But if investors can weather some short 

term weakness in the shares, the long term investment 

case looks compelling. 

Combining Prudential’s existing large Asian business 

with AIA will make it the number one life assurer in 

Asia, an enviable position given the demographics and 

savings rates of the region. Consultancy McKinsey 

expects up to 100 million households to cross the 

$10,000 per year income threshold between 2007 and 

2012, creating up to 200 million possible new customers 

for life assurance. In hard money terms, that translates 

to potential annual premiums of $750 billion to $950 

billion, up from $632 billion in 2007. 

Centrica reported that British Gas profits jumped by 

58% to a record high in 2009. British Gas’ residential 

energy arm saw its operating profit climb to £595 million 

last year from £376 million in 2008, beating the previous 

high of £573 million in 2007. The announcement comes 

just days after energy regulator Ofgem reported that 

energy firms’ profit margins had risen in recent months. 

Earlier this month, British Gas said it was cutting its gas 

prices by 7%. 

Japan Airlines which entered bankruptcy protection last 

month, has announced a massive increase in losses. The 

airline said it lost 177.9 billion yen (£1.3 billion) in the last 

nine months of 2009 - up from a loss of 1.9 billion yen a 

year earlier. JAL is continuing to operate flights while it 

undergoes major restructuring under court supervision. 

The company is expected to cut staff, routes and 

aircraft numbers in an attempt to return to profitability. 

Reflecting on the company’s failure, JAL said it was 

“deeply apologetic” for the situation that shareholders, 

creditors and customers now found themselves in. JAL 

collapsed earlier this year after racking up $16.5 billion in 

debts – perhaps a new version of Kamikaze...

More companies could go bust if they fail to plug the 

gap in their pension funds. That is the warning from a 

firm of leading pensions experts, which comes just over 

a week after the UK arm of magazine Reader’s Digest 

went into administration under a large pension burden. 

Readers Digest UK, which was founded in 1938, was for 

decades a successful magazine with readers all over the 

world. But the group’s pension deficit hit £125 million 

and a deal could not be reached to pay it off. Around 

1,000 members on the firm’s pension plan are still 

waiting to hear how they will fund their retirement.

Iceland talks about repaying money, but talks collapse 

– talks between Iceland and the Treasury over the 

repayment of a $5 billion (£3.3 billion) bailout loan hit a 

stalemate after the Government in Reykjavik insisted that 

the proposed interest bill was too onerous. The British and 

Dutch governments agreed to extend a $5.5 billion rescue 

loan to Iceland at the height of the banking crisis in 2008 

to safeguard the deposits of UK charities, local authorities 

and individuals who had invested with Icesave, an online 

retail unit of the collapsed lender Landsbanki.
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UK economic growth revised up to 0.3% - the UK 

economy grew by 0.3% in the final three months of last 

year, faster than previously estimated. The revision was due 

to stronger growth in services and production. The initial 

estimate released last month said the UK economy had 

grown by 0.1% in the last quarter of 2009, meaning it had 

emerged from recession. However, the size of the overall 

contraction in gross domestic product (GDP) during the 

recession increased, from a -6% fall to a -6.25% decline.

Finally, more accounting smoke and mirrors - Greece 

has defended a controversial deal that may have masked 

the extent of its budget woes and has annoyed the 

European Union. The 2001 debt-swap deal with Goldman 

Sachs was legal under EU rules, Finance Minister George 

Papaconstantinou told the Greek parliament, but the 

European Commission has asked Greece to provide details 

of the deal. The EU’s statistics agency, Eurostat, said it has 

only recently become aware of the complex transaction. 

The cross-currency deal with Goldman is reported to have 

allowed Greece - which joined the Euro in 2001 – to show 

a smaller budget deficit. Reports say the contracts also 

delayed payments on the debt and made its obligations 

seem less than they were on first glance – allowing (yes 

you guessed it) Greece to get into greater debt.

Next month we predict someone else will be reported: 

flouting regulations/issuing false statistics/being economical 

with the truth/borrowing too much/auto engineering 

problems – please circle as and when appropriate...

Sources: The Reformed Broker.com and ‘City View’ – 

Chartered Securities Institute magazine
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