Commenting on the proposed pay structure for Stephen Hester, the Royal Bank of Scotland’s new chief executive, Peter Montagnon, the ABI's Director of Investment Affairs, said:

"There is a lot of sympathy for RBS's situation, especially given this is a one-off arrangement and the bank has promised to conduct a thorough review of its overall policy. However, we have to be continually aware of the different priorities of UKFI, which has a clear interest in a profitable exit, and the interests of long-term investors who will stick with the bank for the future.

"There would still be some merit in considering whether a proportion of the award should be deferred after the three year performance period. This would be fully in keeping with the FSA's code and would send a clear signal that the new management is focused on restoring the bank to long-term health."
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