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“This is the last act in the recovery
from financial crash,” analyst says

THE AsSOCIATED PRESS

NEW YORK — Bank
shareholders got a long-
awaifed gift from the LS.
Federal Reserve on Fridav
when the central bank
cleared the way for major
lenders to increase their
dividends.

It was the last hurdie left

on the path to recovery for

banks and signified a re-
turn to health for the m-
dustry. Banks were forced
to cul their dividends to
preserve cash after the fi
nam:tal crisis that peaked
in September 2008, when
the industry was prupped
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200 million shares and LS,
Bancorp announced a buy-
back program of 50 million
shares. ;

.~ “The fact that these
banks are buying back
shares indicates that the
banks have capital in ex-
cess of whal the Fed is
comioriable with,” said
Bush.

Fed said it expects

up by a US, government
bailout package totaling
S700 billion,

“Thisis the lastact in the
recovery from the finan-
cial crash,” said Nancy
Bush, ﬁnanmalanahrst anid
contributing editor at SNL
Financial. "But banks ape
still not free of close regu-
latory scrutiny and man-
agements and hnards shil
can'l act freely to raise fu-
fure dividends."

Banks that receiveil
clearance to raise their div-
idends wasted little time in
doing 0 ]PIu'Iﬂrgﬂn
Chase & Co. said it would

Al of the 19 largest
banks overseen by the Fed
were subject to the exanti-
nations. i _

By increasing dividend
payments, banks may be
able to attract new inves
lors, which should lead to
more lending, the Fed said.

The Fed said itistaking a

“measured and conserva-
tive. approach”™ on banks'
dividend  requests, The
banksto
limit dividends to 30 per-
cent or less of their antici-

pated earnings,

increase its quarterly divi-
dend to 25 cents 4 share
from 5 cents. Wells Fargo
& Co. raised jts dividend to
12 cents, while U.S. Ban-
curpmm‘easeditsdmdend
to 12 5 cents a share.

Stocks of the banks that
made dividend apnounce-
ments  rose  sharply,
JPMorgan rose 2 percent,
Wells Fargo rose 1.2 per-
cent and .S Bancom
rose 1.1 percent.

Banks were, allowed to
g:ncl;eﬁq; their dividends

ey passed “stress

tests” conducted by the
Federal Reserve to see if
their balance sheets were
strong enough to weather
another recession,

The Fed said it had com-

Under the stress lests,
banks had to show that
they could weather anoth-
EF TECESSIon. That was de-
fined as a scenario inwhich
US, ecohomic activity
would shrink 1.5 percent
this year and unemploy-
ment would spike to 11 per
cent. In addition, stocks
and home prices wottld fall
sharply.

Across the Atlantic, Eu-
ropean regulators pledged
to make their banks’ stress
tests this year more diffi-
cult than last year's,

pleted those tests and ex-
pects that “some” banks
will increase or resume
dividend payments, buy
back shares or repay gov-
ernment capital.

The Fed did not reveal
the names or number of
banks that are expected to
doso.

Notable for their ab-
sefice fromthe list were Ci-
tigroup Inc. and Bank of
America Corp.,, the na-
tion’s largest bank. Citi
said it expects to increase
its dividends in 2012 and
Bank of America CEO
PBrian Moynihan in recent
weeks has said he hopes to
increase the bank's divi:
dendsin the second half of
the vear,

give deal for

Banks able to up dividends

The Fed alzp cleared in-
vestment bank Goldman
Sachs to buy back all the
preferred shares it issued
to Berkshire Hathaway
Inc., the investment com-
pany run by billionaire
Warren Buffett. Buffett re-
ceived the sharesin return
for a %5 billion investment
at the height of the finan-
cial crisis. It Was an expen-
(Goldman,
which paid out 8500 mil-
lion per year in dividends.

Other banks also an-
nounced large share re-
purchases. JPMorgan said
it would huy back 515 bil-
lion of its own stock. Wells
Fargo said it would buy
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The Fed didn’t publicly
release the results of this
latest round of siress tests,
which is standﬂrd practice
in bank e

The Fed dEﬂEiEd from
that practice when it con-
ducted its first stress tests
in 2009, when the counfry
Was reelmg from a severe
recession and the financial
crisis.

These results were
made public in a move to
boost confidence in the
fragile U.S. banking sys-
tem.

At the time, the govern-
ment had launched a tax-
payerfunded bailout of
banls, Thefﬁarwasﬂiatby
withholding information
on banks' health, investors'
and the American public’s
shaky confidence would be
further hurt, worsening
the recession.

The Fed plans to conduct
stress test on big banks ev-
ery year. It's part of a
broader effort to streng-
then oversight of banks
and prevent another finan-
cial crisis from happening.



