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1. Introduction 
 
Overview 
This document presents the consolidated Pillar 3 disclosures of Shawbrook Group plc and its subsidiaries 
(together, the ‘Group’) as at 31 December 2019. The document is prepared in accordance with the 
requirements of the Capital Requirements Directive and Regulation (CRD IV) which came into force on 1 
January 2014. In particular, it describes the Group’s capital adequacy, its risk assessment methods and 
information on the management of risks faced by the Group.  
 
The document should be read in conjunction with the Group’s 2019 Annual Report and Accounts.  
 
In response to the announcements made by London Inter Bank Offer Rate (LIBOR) regulators, including the 
Financial Conduct Authority (FCA), regarding the transition away from sterling LIBOR to new benchmark 
interest rates, the Group has set up a LIBOR transition programme under the governance of the Chief Financial 
Officer to understand where LIBOR exposures are within the business and prepare and deliver on an action 
plan to enable a smooth transition to alternative benchmark rates. The FCA has made clear that, at the end of 
2021, it will no longer seek to persuade, or compel, banks to submit to LIBOR. The Group aims to have its 
transition and fall-back plans in place by the end of 2020. In order to mitigate LIBOR exposure, since March 
2019, the Group has designated hedging relationships against Sterling Overnight Index Average Rate 
(SONIA), and has transacted hedging instruments referencing SONIA too. 
 
On 6 March 2019, Policy Statement 7/19 was published by the Prudential Regulatory Authority (PRA) which 
included the removal of the PRA’s exercise of the discretion to use 180 days instead of 90 days in the ‘days 
past due’ component of the definition of default for exposures secured by residential real estate or small and 
medium sized enterprise (SME) commercial real estate in the retail exposure class, and/or exposures to public 
sector entities. There was no impact to the Group given its definition of default had been based on a ‘90 days 
past due’ rule. 
 
On 15 April 2019 the PRA published Policy Statement 11/19 and Supervisory Statement 3/19 both titled 
‘Enhancing banks’ and insurers’ approaches to managing the financial risks from climate change’. These 
required the Group to form a Climate Change Plan focused on the embedding of the consideration of financial 
risks from climate change in governance arrangements; the incorporation of climate change financial risks into 
the existing financial risk management practice; the use of scenario analysis to inform strategy setting, risk 
assessment and risk identification; and the development of an approach to disclose the financial risks from 
climate change. The Group submitted its plan to the regulator on 10 October 2019. The Group has appointed 
the Chief Risk Officer as the responsible executive for embedding climate change matters. The Group 
continues to build out its risk management capabilities in this area. 
 
Disclosures policy 
The Pillar 3 disclosures in this document relate to the Group, with the exception of Appendix 1 and the elements 
in Appendix 2 relating to Shawbrook Bank Limited (the ‘Bank’) which contain the disclosures required for the 
Bank (PRA firm reference number 204574), the Group’s principal subsidiary. 
 
There is a requirement to calculate and maintain regulatory capital ratios on both a Group basis and on an 
individual basis for the Bank. There are no differences between the basis of consolidation of the Group for 
accounting and prudential purposes. There are no current or foreseen material practical or legal impediment 
to the prompt transfer of own funds or repayment of liabilities among the Group, the Bank and its subsidiaries. 
All of the Group’s subsidiary undertakings are included in the data provided in the Pillar 3 disclosures and are 
all fully consolidated for accounting and prudential purposes. Full details of the Group’s subsidiaries are 
provided in the Group’s Annual Report and Account in Note 37 of the Financial Statements. 
 
Capital requirements are calculated on both a Group and Bank basis. The Group’s capital resources are 
presented in Section 4 of this document and the Bank’s capital resources are presented in Appendix 1 of this 
document. 
 
The Pillar 3 disclosures are published annually, concurrently with the Group’s Annual Report and Accounts. In 
accordance with regulatory guidelines, the frequency of disclosure will be reviewed should there be any 
material change in any approach used for the calculation of capital, business structure (e.g. scale of operations, 
range of activities or involvement in different financial sectors) or regulatory requirements. 
 
The description of the Group’s governance, methods and processes reflects the situation as at 31 December 
2019. 
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1. Introduction (continued) 
 
The data contained in the Group’s Pillar 3 disclosures are calculated in accordance with CRD IV regulatory 
capital requirements. 
 
These disclosures have been subject to internal verification and have been reviewed by the Group’s Audit 
Committee and are published on the Group’s corporate website https://www.shawbrook.co.uk/investors/.  
 
These disclosures have not been externally audited and do not constitute any part of the Group’s financial 
statements; however, some of the information within the disclosures also appears in the Group’s Annual Report 
and Accounts which are subject to external audit. 
 
Scope 
The new Capital Requirements Regulation and amended Capital Requirements Directive have implemented 
Basel III within the EU (collectively known as CRD IV) with effect from 1 January 2014 and which is enforced 
in the UK, together with the local implementing rules and guidance, by the PRA. CRD IV sets out a framework 
of regulatory capital requirements. 
 
The framework categorises the capital and prudential requirements under three pillars: 
 

• Pillar 1: defines the minimum capital requirements that firms are required to hold for credit, market and 
operational risks. The Pillar 1 capital requirement is calculated for the Group using the following approach: 
o Credit risk – standardised approach 
o Operational risk – basic indicator approach 
o Market risk – standardised approach 

 

• Pillar 2: builds on Pillar 1 and incorporates the Group’s own assessment of additional capital resources 
needed in order to cover specific risks that are not covered by the minimum regulatory capital resources 
requirement set out under Pillar 1. For operational risk the Group calculates its total capital requirement 
using the outputs of scenario analyses and deducts Pillar 1 to provide an assessment of the Pillar 2A 
requirement. The amount of any additional capital requirement is also assessed by the PRA during its 
Supervisory Review and Evaluation Process and is used to determine the overall capital resources 
required by the Group. 

 

• Pillar 3: is to improve market discipline by requiring firms to publish information on their principal risks, 
capital structure and risk management. 

 
All figures within this document are correct as at 31 December 2019 unless otherwise stated. 
 
This document is applicable to Shawbrook Group plc and the Pillar 3 disclosures comprise all information 
required under Pillar 3 in the UK, both quantitative and qualitative, and are prepared at the Shawbrook Group 
plc consolidated level. Where disclosure has been withheld as proprietary or non-material, as the rules permit, 
comment is provided as appropriate. The PRA also allows certain Pillar 3 requirements to be met by inclusion 
within the Group’s financial statements. Where disclosure requirements have been met by publication in the 
Group’s Annual Report and Accounts, cross reference is made to the relevant section in this document. 
 
The scope of consolidation used in this report is that used for statutory accounting and reporting of the Group’s 
activities as detailed in the Group’s Annual Report and Accounts in Note 1.4 of the Financial Statements. 
 
Relevant changes 
Regulatory changes 
The Group continues to operate the Regulatory Change Working Group which identifies future regulatory 
change and supports the development of the Group’s regulatory compliance framework to meet this change. 
 
Future regulatory changes 
The Financial Policy Committee announced in December 2019 that the Countercyclical Buffer (CCyB) will 
increase for the UK from 1% to 2% in November 2020. The prescribed range for the CCyB in the UK is between 
0% and 2.5%, however the Financial Policy Committee have the ability to increase it further where it can be 
justified. The PRA were consulting on offsetting the CCyB increase through variable Pillar 2A add-ons where 
it is able to and the Financial Policy Committee has since reduced the CCyB from 1% to 0% with effect from 
March 2020 as part of a number of special measures in response to the coronavirus pandemic and announced 
that it would not expect an increase until March 2022. 
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1. Introduction (continued) 
 
The implementation deadline for disclosure requirements relating to the finalised Basel III framework has been 
revised to 1 January 2023. The implementation of the disclosure requirements for asset encumbrance, capital 
distribution and the prudential treatment of problem assets has been extended to 31 December 2020. The 
Group’s robust capital planning, diversified business model and ongoing profit generation provides confidence 
that the Group will be able to manage the impact of any changes with no impact to its strategy or business 
model. 
 
Summary of key capital ratios and risk management 
The key capital ratios under CRD IV for the Group are presented below: 
 
 

 
31 December  

2019 
31 December  

2018 

Common Equity Tier 1 (CET1) capital ratio (%) 12.0 12.3 

Total Tier 1 capital ratio (%) 14.5 15.2 

Total capital ratio (%) 16.4 17.0 

Risk-weighted assets (£m) 4,974.5 4,206.8 

Leverage ratio (%) 8.6 9.2 

 
The monitoring and control of risk is a fundamental part of the management process. All senior management 
are involved in the development and implementation of a Risk Management Framework and in monitoring its 
application. 
 
An overview of the Group’s key financial data can be found in the ‘Financial Performance’ section of the 
Group’s corporate website https://www.shawbrook.co.uk/investors/ . 
 

2. Risk governance, management objectives and oversight  
 
Risk governance describes the architecture through which the Board allocates and delegates primary 
accountability, responsibility and authority for risk management across the organisation. 
 
Responsibility for risk oversight is delegated from the Board to the Risk Committee and Audit Committee. The 
ultimate responsibility for risk remains with the Board. 
 
Accountability, responsibility and authority for risk management is delegated to the Chief Executive Officer and 
Chief Risk Officer, who in turn allocate responsibility for oversight and certain approvals across a number of 
management committees. 
 
Authority and responsibility for material operational risk management, decision-making and risk assurance is 
vested in the Chief Risk Officer and the Risk function. Lesser levels of authority are cascaded to Senior 
Management within the support functions and business divisions. 
 
Oversight of the Group’s key risk categories is illustrated on the following page: 
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2. Risk governance, management objectives and oversight (continued) 
 

 
These bodies and senior officers are accountable and responsible for ensuring that the day-to-day risks are 
appropriately managed within the agreed risk appetite and in accordance with the requirements of the Risk 
Management Framework.  
 
Individuals are encouraged to adopt an open and independent culture of challenge which is important in 
ensuring risk issues are fully surfaced and debated with views and decisions recorded. Risk governance and 
culture is reinforced by the provisions of the Senior Managers and Certification Regime. 
 
Formal risk escalation and reporting requirements are set out in risk policies, individual committee terms of 
reference and the approved risk appetite thresholds and limits. 
 
Risk Committee  
The Risk Committee has responsibility for, among other things, advising the Board on the Group’s overall risk 
appetite and strategy. The Risk Committee will review the Group’s risk assessment processes and 
methodology and its capability for identifying and managing new risk, alongside advising on proposed 
transactions and reviewing reports on material breaches of risk limits. 
 
The Risk Committee holds five meetings throughout the year. Additional meetings are held at such other times 
as required. The Risk Committee meetings are held, where possible, alongside the Audit Committee meetings 
to ensure that the work of the two committees is coordinated and consistent. The Risk Committee also 
continues to support a number of working groups to enable members to devote additional time to more 
technical topics and thematic reviews. During 2019, the Risk Committee met to discuss key parts of the risk 
assessment of the ICAAP and ILAAP together with the Group’s risk appetite at a number of working groups in 
addition to the scheduled meetings. The terms of reference of the Risk Committee cover such issues as 
membership and the frequency of meetings, as mentioned above, together with the requirements of any 
quorum for, and the right to attend, meetings. The terms of reference also set out the authority of the Risk 
Committee to carry out its responsibilities. 
 
The Risk Committee comprises six members who are Non-Executive Directors, of which two are institutional 
members. The members are Paul Lawrence (Independent Non-Executive Director), Robin Ashton (Senior 
Independent Director), Andrew Didham (Independent Non-Executive Director), Michele Turmore (Independent 
Non-Executive Director), Lindsey McMurray (Institutional Director) and Cedric Dubourdieu (Institutional 
Director). The Risk Committee is chaired by Paul Lawrence. Roger Lovering resigned from the Board in August 
2019. David Gagie and Sally-Ann Hibberd resigned from the Board in January 2019. The Chief Risk Officer 
reports to the Chief Executive Officer and reports independently to the Non-Executive Chairman of the Risk 
Committee, and also has unfettered access to the Chairman of the Board. 
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2. Risk governance, management objectives and oversight (continued) 
 
The Risk Committee’s full terms of reference are available from the Investor section of the Group’s corporate 
website https://www.shawbrook.co.uk/investors/.  
 
The Risk Committee has held five scheduled meetings and six additional meetings during 2019. Further 
information on the number of times the Committee met, and attendees, is set out in the Group’s Annual Report 
and Accounts on page 44. 
 
Throughout the year the Risk Committee has undertaken a robust assessment of the principal risks facing the 
Group and has reviewed reports from the Group Risk function regarding the processes for the management 
and mitigation of those risks. The Risk Committee confirms through its regular review of the risk profile of the 
Group, the adequacy and effectiveness of the Group’s risk management and internal control arrangements for 
the financial year. On the basis of its own review, the Board considers that it has in place adequate systems 
and controls with regard to the Group’s profile and strategy. 
 
This report should be read in conjunction with the Risk Management Report within the Group’s Annual Report 
and Accounts which provides further insight into risk management strategies, process, controls and 
attestations. 
 
Top and emerging risks 
The Group's top and emerging risks are identified through the process outlined in the ‘Risk Management 
Framework’ and are detailed in Group’s Annual Report and Accounts in the Risk Management Report on page 
88. They are considered regularly by Management through the Enterprise Risk Management Committee and 
subsequently by the Risk Committee.  
 
The Group sees eight themes as its top risks:  
 

 
 
 
The key themes for the Group’s emerging risks are as follows: 
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2. Risk governance, management objectives and oversight (continued) 
 
Coronavirus (Covid-19) 
The outbreak of coronavirus has now been labelled a global pandemic by the World Health Organisation.  The 
Group has implemented its Incident Management Plan and an operating structure to ensure that the Group 
can deliver a sustainable service to its customers whilst taking care of the health of its employees and families. 
In addition, the Group has ensured that where possible employees transitioned to working from home.  The 
Group has good coverage of VPN and Citrix connections for its employees to access its core systems with 
performance of these connections monitored by the Chief Technology Office and escalated as appropriate. 
 
The key risks to the Group’s operating divisions together with the drivers taken into consideration by the Board 
within the Covid-19 stress scenarios are detailed in the Group’s Annual Report and Accounts in the Risk 
Management Report on page 96.  
 
The Covid-19 scenarios are designed to be extreme, but plausible and given the invasive nature of the 
pandemic, the UK economy does not show signs of recovery until 2021.   
 
The potential impact of the Covid-19 pandemic on the economy and the Group’s operations is subject to 
continuous monitoring through the Group’s management committees, operational resilience and business 
continuity planning working group, with appropriate escalation to the Board and supervisory authorities. 
 
Information on number of directorships 
Information on the number of directorships held by members of the management body can be found in Group’s 
Annual Report and Accounts in the Corporate Governance Report on page 41. Information on the recruitment 
and selection of the members of the management body are shown in the Group’s Annual Report and Accounts 
in the Nomination Committee Report starting on page 74. 
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3. Key regulatory metrics 
 

The table below summarises the key regulatory metrics: 
 

 
31 December  

2019 
31 December  

2018 

Regulatory capital:   

CET1 capital (£m) 597.2 516.4 

Total Tier 1 capital (£m) 721.2 640.4 

Total Tier 2 capital (£m) 94.4 74.4 

Total regulatory capital (£m) 815.6 714.8 

Risk-weighted assets:   

Total risk-weighted assets (RWAs) (£m) 4,974.5 4,206.8 

Regulatory capital as % of RWAs:   

CET1 capital ratio (%) 12.0 12.3 

Tier 1 capital ratio (%) 14.5 15.2 

Total capital ratio (%) 16.4 17.0 

Leverage ratio (%) 8.6 9.2 

Liquidity coverage ratio (%) 274.5 244.9 

 

The above metrics are shown on a Capital Requirements Regulation (CRR) transitional basis after applying 
IFRS 9 transitional arrangements. Further details and an overview of the Group’s reported capital metrics 
(including transitional adjustments), compared to the capital metrics if IFRS 9 transitional arrangements had 
not been applied (i.e. full adoption) are provided in Appendix 4. 
 

On a fully loaded basis, the total capital ratio is 16.0% at 31 December 2019 (31 December 2018: 16.4%). 
 
The Group has complied with the externally imposed capital requirements at all times during the year. 
 

4. Capital resources 
 

The table below summarises the composition of regulatory capital. The Group's individual regulated entities, 
and the Group as a whole, complied with all externally imposed capital requirements to which they are subject 
in both the reported years. 
 

 

31 December  
2019 

£m 

31 December  
2018 

£m 

CET1 capital:   

Share capital 2.5 2.5 

Share premium account 87.3 87.3 

Retained earnings 551.9 467.3 

Regulatory adjustments to CET1 capital:   

Intangible assets (66.6) (66.4) 

Transitional adjustment for IFRS 9 22.1 25.7 

CET1 capital 597.2 516.4 

   

Additional Tier 1 capital:   

Capital securities 124.0 124.0 

Additional Tier 1 capital 124.0 124.0 

   

Total Tier 1 capital 721.2 640.4 

   

Tier 2 capital:   

Subordinated debt liability  94.4 74.4 

Tier 2 capital 94.4 74.4 

   

Total regulatory capital  815.6 714.8 
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4. Capital resources (continued) 
 
Regulatory capital reconciles to total equity per the statement of financial position as follows: 
 

 

31 December  
2019 

£m 

31 December  
2018 

£m 

Total regulatory capital 815.6 714.8 

   

Subordinated debt liability (94.4) (74.4) 

Intangible assets 66.6 66.4 

Transitional adjustment for IFRS 9 (22.1) (25.7) 

   

Total equity 765.7 681.1 

 
The following table shows the movement in Total Tier 1 capital during the year: 
 

 
2019 

£m 
2018 

£m 

Total Tier 1 capital at 1 January 640.4 557.4 

Impact of adopting IFRS 9 - (16.0) 

Restated balance as at 1 January 640.4 541.4 

   

Movement in CET1 capital:   

Movement in retained earnings:   

Profit for the year  93.6 84.1 

Share-based payments 0.8 (0.3) 

Coupon paid on capital securities (9.8) (9.8) 

Increase in intangible assets, net of associated deferred tax liabilities (0.2) (0.7) 

(Decrease)/increase in transitional adjustment for IFRS 9 (3.6) 25.7 

Total movement in CET1 capital 80.8 99.0 

   

Total Tier 1 capital at 31 December 721.2 640.4 

 
Tier 1 capital 
The Group’s Tier 1 capital comprises of issued share capital and associated premiums, accumulated 
accounting profits and Additional Tier 1 capital securities issued in 2017.  
 
A regulatory adjustment is required to be made to the Group’s Common Equity Tier 1 capital in respect of 
intangible assets, as set out in CRD IV. For accounting purposes, items including computer software, other 
intangibles resulting from business combinations and goodwill are capitalised as intangible fixed assets. 
Intangible assets are therefore deducted from capital under the regulatory rules. 
 
A further regulatory adjustment is made to phase in the impact of IFRS 9 adoption in accordance with EU 
regulatory transitional arrangements. The add back in 2019 is 85% and in 2018 was 95%. 
 
Tier 2 capital 
Tier 2 capital comprises qualifying subordinated debt liability. The subordinated debt liability is unsecured and 
ranks behind any claims against the Group from all depositors and creditors. In November 2019, the Bank 
issued £20.0 million of additional Tier 2 capital. Further details are included in the Group’s Annual Report and 
Accounts in Note 31 of the Financial Statements and also in Appendix 3. 
 
A reconciliation of regulatory capital to the statement of financial position is shown in Appendix 2.  
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5. Capital adequacy 
 
The Group’s approach to capital management is driven by strategic and organisational requirements, while 
also taking into account the regulatory and commercial environments in which it operates. The Group maintains 
a capital base that is sufficient to support the development of the business and to ensure the Group meets its 
Pillar 1 capital requirements and Total Capital Requirement at all times. As a result, the Group maintains capital 
adequacy ratios above minimum regulatory requirements. 
 
Internal Capital Adequacy Assessment Process (ICAAP) 
The Group undertakes a Group-wide internal capital adequacy assessment annually which is an integral part 
of the Group’s risk management processes. The main output from the process is an assessment of all material 
risks faced by the Group, determination of the level of capital required to be held against each major source 
of risk and an analysis of a number of severe but plausible stress tests over a four-year time horizon, which is 
the Group’s standard business planning timescale. Management at all levels within the Group are involved in 
carrying out risk assessments for their divisions, having input into stress testing and scenario analysis and 
where necessary approving inputs into the process. The ICAAP is subject to detailed review and challenge by 
both the Enterprise Risk Management Committee and by the Risk Committee, before approval by the Board. 
 
Capital Requirement 
The Group’s Pillar 1 capital requirement is set out in the following table. The Pillar 1 requirement is based on 
8% of the risk weighted asset exposure amounts for each of the following standardised exposure classes. 
 

 

31 December  
2019 

£m 

31 December  
2018 

£m 

Credit risk – standardised approach:   

Government and central banks 0.8 0.6 

Institutions 1.3 0.9 

Covered bonds 1.6 1.1 

Total treasury counterparty credit risk 3.7 2.6 

   

Retail1 50.9 74.4 

Mortgages on residential/commercial real estate 140.6 105.4 

Corporates 97.2 84.5 

Items with particularly high risk 49.5 25.5 

Equity 1.1 1.1 

Exposures in default2 10.1 4.4 

Other items3 8.5 7.6 

Total lending credit risk 357.9 302.9 

   

Total credit risk 361.6 305.5 

   

Operational risk – basic indicator approach 36.1 30.7 

   

Credit valuation adjustment – standardised approach 0.3 0.3 

   

Total Pillar 1 requirement 398.0 336.5 

 
There is no prudential valuation adjustment in either of the reported years. 

  

                                                      
1  ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2  ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. RWAs are calculated net of specific provisions. 
3 The ‘other items’ within the retail credit risk are loans that do not fall into any of the other loan categories. The ‘Other items’ that are not 

within the retail credit risk sub category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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6. Regulatory capital buffers 
 
In 2016, CRR introduced new regulatory capital buffers of which the following apply to the Group: 
 
Capital Conservation Buffer (CCoB) 
The CCoB is a buffer for all banks that can be used to absorb losses while avoiding breaching minimum capital 
requirements. As at 31 December 2019, the buffer was at 2.5% of RWA’s. 
 
Countercyclical Capital Buffer (CCyB) 
As at 31 December 2019, where the Group has exposures in countries with a CCyB requirement, the rates 
are set at 1.0% (2018: 1.0%). 
 
The Group is required to maintain an institution-specific CCyB.  
 
The table below shows the geographical distribution of credit exposures relevant for the calculation of the 
CCyB. The Group divested its exposure to Jersey, Guernsey and Isle of Man in 2019 and the exposure within 
Ireland refinanced away during the year. 
 

   Own funds requirements  

As at 31 
December 
2019 

General 
credit 

exposures 
£m 

Trading 
book 

exposures 
£m 

Of which: 
General 

credit 
exposures 

£m 

Of which: 
Trading 

book 
exposures 

£m 
Total 

£m 

Own funds 
requirement 

weighting 
% 

CCyB 
rate 

% 

United Kingdom 7,122.9 - 350.2 - 350.2 99.1 1.0 

Jersey 22.1 - 2.2 - 2.2 0.6 - 

Guernsey 11.7 - 0.9 - 0.9 0.3 - 

Isle of Man 1.4 - 0.1 - 0.1 - - 

Total 7,158.1 - 353.4 - 353.4 100.0 - 

 

   Own funds requirements  

As at 31 
December 2018 

General 
credit 

exposures 
£m 

Trading 
book 

exposures 
£m 

Of which: 
General 

credit 
exposures 

£m 

Of which: 
Trading 

book 
exposures 

£m 
Total 

£m 

Own funds 
requirement 

weighting 
% 

CCyB 
rate 

% 

United Kingdom 6,188.7 - 300.0 - 300.0 98.7 1.0 

Jersey 30.7 - 1.8 - 1.8 0.6 - 

Guernsey 16.1 - 1.1 - 1.1 0.3 - 

Ireland 14.7 - 1.2 - 1.2 0.4 - 

Isle of Man 0.8 - - - - - - 

Total 6,251.0 - 304.1 - 304.1 100.0  

 
The table below shows the amount of institution-specific CCyB: 
 

 
31 December 

2019 
31 December 

2018 

Total risk exposure amount1 (£m) 4,974.5 4,206.8 

Institution specific CCyB rate (%) 1.0 1.0 

Institution specific CCyB requirement (£m) 49.3 41.5 

 

  

                                                      
1  ‘Total risk exposure amount’ is equivalent to RWA. 
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7. Treasury counterparty credit risk 
 
Treasury counterparty credit risk arises from the wholesale instruments made by the Group’s treasury function 
in order to meet liquidity requirements. The treasury function is responsible for managing this aspect of credit 
risk in line with Board approved risk appetite and wholesale credit policies. Wholesale counterparty limits are 
reviewed monthly by the Asset and Liability Committee based on analyses of counterparties’ financial 
performance, ratings and other market information to ensure that limits remain within the defined risk appetite.  
 
The wholesale credit risk is analysed by its contractual maturity profile as shown below. Wholesale 
counterparty limits are graded using the Group’s Master Grading Scale (MGS) as set out in the 
creditworthiness risk section (part d) of the Risk Management Report in the Annual Report and Accounts. 
 

2019 exposure category    
Credit 
grade 

Under 3 
months 

£m 

3 months 
to 1 year 

£m 

Over 1 
year to 5 

years 
£m 

Over 5 
years 

£m 

Total 
exposure 

value 
£m 

Cash and balances at central banks Low 1,052.1 - - 12.5 1,064.6 

Loans and advances to banks Low 59.1 - - - 59.1 

Total  1,111.2 - - 12.5 1,123.7 

 

2018 exposure category    
Credit 
grade 

Under 3 
months 

£m 

3 months 
to 1 year 

£m 

Over 1 
year to 5 

years 
£m 

Over 5 
years 

£m 

Total 
exposure 

value 
£m 

Cash and balances at central banks Low 636.3 - - 8.9 645.2 

Loans and advances to banks Low 50.6 - - - 50.6 

Total  686.9 - - 8.9 695.8 

 
Counterparty credit risk also arises through the Group’s use of financial derivatives to manage market risks. It 
is the Group’s policy to enter into master netting and margining agreements with all derivative counterparties. 
In general, under master netting agreements the amounts owed by each counterparty that are due on a single 
day in respect of transactions outstanding in the same currency under the agreement are aggregated into a 
single net amount being payable by one party to the other. In certain circumstances, for example when a credit 
event such as a default occurs, all outstanding transactions under the agreement are aggregated into a single 
net amount being payable by one party to the other and the agreements are terminated. 
 
Under the margining agreements where the Group has net asset position values at current market values, in 
respect of its derivatives with a counterparty, then the counterparty will place collateral with the Group in order 
to cover the position. Similarly, the Group will place collateral, usually cash, with the counterparty where it has 
a net liability position. As at 31 December 2019, the Group had a net asset position (inclusive of potential future 
credit exposure) of £13.3 million (2018: £7.5 million) and had received £0.5 million (2018: £0.8 million) of cash 
collateral from derivative counterparties. 
 
As at 31 December 2019, the Group had no public rating. 
 
Wrong way risk is defined as the risk that occurs when exposure to a counterparty is adversely correlated with 
the credit quality of that counterparty. As the Group primarily enters into interest rate and basis swap contracts, 
it has very limited exposure to wrong way risk as at 31 December 2019. 
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7. Treasury counterparty credit risk (continued) 
 
The following table shows the net exposure to counterparty credit risk for derivative contracts: 
 

 

31 December 
 2019 

£m 

31 December 
 2018 

£m 

Gross positive fair value of contracts 3.6 1.6 

Potential future credit exposure 15.6 14.9 

Less: netting benefits (5.9) (9.0) 

Netted current credit exposure 13.3 7.5 

   

Less: collateral held (0.5) (0.8) 

   

Net derivative credit exposure 12.8 6.7 

 
The net derivative credit exposure represents the credit exposure to derivative transactions after taking into 
account legally enforceable netting agreements, and after including potential future credit exposures as 
required in the calculation of the exposure. 
 
Counterparty credit risk limits are approved through Group Credit Risk using the existing governance structure 
and supported by the Treasury counterparty credit policy. Regular oversight and review is performed by the 
Asset and Liability Committee. 
 

8. Creditworthiness risk  
 
Creditworthiness risk is the risk of suffering financial loss should borrowers or counterparties default on their 
contractual obligations to the Group due to a lack of willingness to pay (credit risk) and/or a lack of ability to 
pay (affordability). These risks are managed by the Risk Committee and the Enterprise Risk Management 
Committee. The credit exposures of the Group can be broken down into the following divisional portfolios: 
 

• Property Finance: Commercial mortgages; 

• Property Finance: Residential mortgages by way of second charge and first charge; 

• Business Finance: Structured finance (wholesale and block); 

• Business Finance: Regional Business Centres including Working Capital Solutions and Asset Finance 
through brokers and direct; 

• Business Finance: Specialist Asset Finance including taxi, healthcare, marine and aviation, technology 
finance and agriculture and renewables  

• Business Finance: Development Finance 

• Consumer Lending: Unsecured personal loans; and  

• Consumer Lending: Unsecured loans for home improvements, timeshare or other holiday home 
ownership and other retail purchases. 
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8. Creditworthiness risk (continued) 
 
Analysis of credit risk exposures by geographic location 
The table below analyses the Group’s credit exposures by geographic location: 
 

As at 31 December 2019  
UK 
£m 

Jersey 
£m 

Guernsey 
£m 

Isle of 
Man 

£m 
Total 

£m 

Central government and central bank 1,113.5 - - - 1,113.5 

Institutions 71.9 - - - 71.9 

Covered bonds 200.0 - - - 200.0 

Corporates 1,213.9 - 11.4 - 1,225.3 

Retail1 895.5 - - 1.0 896.5 

Secured by mortgages on immovable property 4,212.7 10.3 0.3 0.4 4,223.7 

Items with particularly high risk 400.4 11.8 - - 412.2 

Equity 5.4 - - - 5.4 

Exposures in default2 111.6 - - - 111.6 

Other items3 95.8 - - - 95.8 

Total 8,320.7 22.1 11.7 1.4 8,355.9 

 

As at 31 December 
2018                   

UK 
£m 

Jersey 
£m 

Guernsey 
£m 

Ireland 
£m 

Nether-
lands 

£m 
France 

£m 

Isle of 
Man 
£m 

Total 
£m 

Central government 
and central bank 

679.5 - - - - - - 679.5 

Institutions 50.5 - - - 5.2 1.2 - 56.9 

Covered bonds 139.9 - - - - - - 139.9 

Corporates 1,034.8 7.8 10.2 14.7 - - - 1,067.5 

Retail1 1,355.6 17.7 5.6 - - - - 1,378.9 

Secured by 
mortgages on 
immovable property 

3,316.7 5.1 0.3 - - - 0.8 3,322.9 

Items with particularly 
high risk 

212.5 - - - - - - 212.5 

Equity 5.6 - - - - - - 5.6 

Exposures in default2 47.5 0.1 - - - - - 47.6 

Other items3 76.1 - - - - - - 76.1 

Total 6,918.7 30.7 16.1 14.7 5.2 1.2 0.8 6,987.4 

 
The Group omits disclosures with regard to credit risk exposures by industry or counterparty type on the basis 
of materiality. 
  

                                                      
1 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

over 90 days behind their scheduled contractual payment position. RWAs are calculated net of specific provisions. 
3 The ‘other items’ within the retail credit risk are loans that do not fall into any of the other loan categories. The ‘Other items’ that are not 

within the retail credit risk sub category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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8. Creditworthiness risk (continued) 
 
Analysis of credit risk exposures by residual maturity  
The table below represents the total amount of exposures, net of impairment, including pipeline commitments 
by remaining contractual maturity: 
 

As at 31 December 2019             

Within  1 
year 

£m 

After 1 year but 
within 5 years 

£m 

More than 
5 years 

£m 

  
Undated 

£m  
  Total 

£m 

Central government and central banks 1,067.3 28.3 17.9 - 1,113.5 

Institutions 60.9 1.5 9.5 - 71.9 

Covered bonds - 200.0 - - 200.0 

Lending 1,590.2 2,001.1 3,278.0 - 6,869.3 

Equity - - - 5.4 5.4 

Other items - - - 95.8 95.8 

Total 2,718.4 2,230.9 3,305.4 101.2 8,355.9 

 

As at 31 December 2018             

Within  1 
year 
£m 

After 1 year but 
within 5 years 

£m 

More than 
5 years 

£m 

  
Undated 

£m  
  Total 

£m 

Central government and central banks 648.9 15.1 15.5 - 679.5 

Institutions 50.2 6.7 - - 56.9 

Covered bonds - 139.9 - - 139.9 

Lending 1,244.9 2,184.6 2,599.9 - 6,029.4 

Equity - - - 5.6 5.6 

Other items - - - 76.1 76.1 

Total 1,944.0 2,346.3 2,615.4 81.7 6,987.4 

 
The Group omits disclosures with regard to External Credit Assessment Institutions on the basis of 
relevance. No obligors are externally rated by External Credit Assessment Institutions. 
 
Non-performing loans and impairment 
The Group monitors credit risk by regularly reviewing loans and advances to customers for impairment.  
 
Impairment of loans and advances to customers is calculated using a forward looking expected credit loss 
(ECL) model. Loans are categorised in accordance with IFRS 9 as Stage 1, Stage 2 or Stage 3 as defined 
below: 

• Stage 1: when a financial asset is first recognised it is assigned to Stage 1. If there is no significant 
increase in credit risk from initial recognition the financial asset remains in Stage 1. Stage 1 also includes 
financial assets where the credit risk has improved and the financial asset has been reclassified back 
from Stage 2. For financial assets in Stage 1, a 12-month ECL is recognised. 

• Stage 2: when a financial asset shows a significant increase in credit risk from initial recognition it is 
moved to Stage 2. Stage 2 also includes financial assets where the credit risk has improved and the 
financial asset has been reclassified back from Stage 3. For financial assets in Stage 2, a lifetime ECL is 
recognised. 

• Stage 3: when there is objective evidence of impairment and the financial asset is considered to be in 
default, or otherwise credit-impaired, it is moved to Stage 3. For financial assets in Stage 3, a lifetime ECL 
is recognised. 

 
In relation to the above: 

• Lifetime ECL is defined as ECLs that result from all possible default events over the expected behavioural 
life of a financial instrument. 

• 12-month ECL is defined as the portion of lifetime ECL that will result if a default occurs in the 12 months 
after the reporting date, weighted by the probability of that default occurring. 

 
Further details of the impairment of financial assets can be found in the Group’s Annual Report and Accounts 
in the Risk Management Report on page 102.  
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8. Creditworthiness risk (continued) 
 
The following table provides an analysis of loans and advances to customers by reportable segment and the 
year-end stage classification: 
 

As at 31 December 2019 

 Property 
Finance  

£m 

Business 
Finance 

£m 

Consumer 
Lending 

£m 
Total 

£m 

Stage 1 3,813.9 1,486.6 547.3 5,847.8 

Stage 2 538.3 134.7 43.6 716.6 

Stage 3 89.0 29.1 7.5 125.6 

Gross carrying amount 4,441.2 1,650.4 598.4 6,690.0 

     

Stage 1 (3.7) (8.8) (8.1) (20.6) 

Stage 2 (2.7) (3.8) (7.7) (14.2) 

Stage 3 (8.1) (12.9) (5.3) (26.3) 

Loss allowance (14.5) (25.5) (21.1) (61.1) 

     

Carrying amount 4,426.7 1,624.9 577.3 6,628.9 

     

Loss allowance coverage      

Stage 1 0.1% 0.6% 1.5% 0.4% 

Stage 2 0.5% 2.8% 17.7% 2.0% 

Stage 3 9.1% 44.3% 70.7% 20.9% 

Total loss allowance coverage 0.3% 1.5% 3.5% 0.9% 

 

As at 31 December 2018 

Property 
Finance  

£m 

Business 
Finance 

£m 

Consumer 
Lending 

£m 
Total 

£m 

Stage 1 3,051.5 1,179.7 690.8 4,922.0 

Stage 2 607.8 188.5 75.3 871.6 

Stage 3 60.6 54.0 6.6 121.2 

Gross carrying amount 3,719.9 1,422.2 772.7 5,914.8 

     

Stage 1 (2.0) (5.9) (15.6) (23.5) 

Stage 2 (5.5) (4.0) (11.2) (20.7) 

Stage 3 (6.2) (13.0) (4.4) (23.6) 

Loss allowance (13.7) (22.9) (31.2) (67.8) 

     

Carrying amount 3,706.2 1,399.3 741.5 5,847.0 

     

Loss allowance coverage      

Stage 1 0.1% 0.5% 2.3% 0.5% 

Stage 2 0.9% 2.1% 14.9% 2.4% 

Stage 3 10.2% 24.1% 66.7% 19.5% 

Total loss allowance coverage 0.4% 1.6% 4.0% 1.1% 
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8. Creditworthiness risk (continued) 
 
Credit quality of assets 
The following table provides an analysis of the credit quality of the Banks’ on and off-balance sheet assets. It 
has been completed in line with Template CR1 as required by the Pillar 3 disclosure requirements (regulatory 
treatment of accounting provisions) BCBS Technical Amendment published in August 2018. 
 

 
As at 31 
December 2019 

Gross carrying values 
of 

Allowances/ 
Impairments 

£m 

Of which ECL 
accounting for credit 

losses on SA 
exposures 

Of which 
ECL 

accounting 
provisions 

for credit 
losses on 

IRB 
exposures 

£m 

 

Defaulted 
exposures 

£m 

Non-
defaulted 

exposures 
£m 

Allocated 
in 

regulatory 
category 

of 
Specific 

£m 

Allocated 
in 

regulatory 
category 

of 
General 

£m 
Net value 

£m 

Loans 128.3 6,629.6 (61.1) (61.1) - N/a 6,696.8 

Debt securities - 200.0 - - - N/a 200.0 

Off-balance 
sheet 
exposures1 

- 783.3 (1.0) (1.0) - N/a 782.3 

Total 128.3 7,612.9 (62.1) (62.1) - N/a 7,679.1 

 
 

 
As at 31 
December 2018 

Gross carrying values of 

Allowances/ 
Impairments 

£m 

Of which ECL 
accounting for credit 

losses on SA exposures 

Of which 
ECL 

accounting 
provisions 

for credit 
losses on 

IRB 
exposures 

£m 

 

Defaulted 
exposures 

£m 

Non-
defaulted 

exposures 
£m 

Allocated 
in 

regulatory 
category 

of Specific 
£m 

Allocated 
in 

regulatory 
category 

of General 
£m 

Net value 
£m 

Loans 57.9 5,906.4 (67.8) (67.8) - N/a 5,896.5 

Debt securities - 139.9 - - - N/a 139.9 

Off-balance 
sheet 
exposures1 

- 811.6 (1.0) (1.0) - N/a 810.6 

Total 57.9 6,857.9 (68.8) (68.8) - N/a 6,847.0 

 
Forbearance 
The Group maintains a forbearance policy for the servicing and management of customers who are in financial 
difficulty and require some form of concession to be granted, even if this concession entails a loss for the 
Group. A concession may be either of the following: 

• a modification of the previous terms and conditions of an agreement, which the borrower is considered 
unable to comply with due to its financial difficulties, to allow for sufficient debt service ability, that would 
not have been granted had the borrower not been in financial difficulties; or 

• a total or partial refinancing of an agreement that would not have been granted had the borrower not been 
in financial difficulties. 

 
Forbearance in relation to an exposure can be temporary or permanent depending on the circumstances, 
progress on financial rehabilitation and the detail of the concession(s) agreed. 

                                                      
1 ‘Off-balance sheet exposures’ include both committed and uncommitted loan facilities. 
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8. Creditworthiness risk (continued) 
 
The Group applies the European Banking Authority (EBA) Technical Standards on forbearance and non-
performing exposures as defined in Annex V of Commission Implementing Regulation (EU) 2015/227. Under 
these standards loans are classified as performing or non-performing in accordance with the EBA rules.  
 
The EBA standards stipulate that a forbearance classification can be discontinued when all of the following 
conditions have been met: 

• the exposure is considered to be performing, including where it has been reclassified from the non-
performing category, after an analysis of the financial condition of the debtor showed that it no longer met 
the conditions to be considered as non-performing; 

• a minimum two-year probation period has passed from the date the forborne exposure was considered 
to be performing; 

• regular payments of more than an insignificant aggregate amount of principal or interest have been made 
during at least half of the probation period; and 

• none of the exposures to the debtor is more than 30 days past-due at the end of the probation period. 
 

In the year ended 31 December 2018, the Group included short-term repayment plans within forborne loans. 
In the year ended 31 December 2019, the definition was amended to exclude short-term repayment plans. 
Comparative information has not been restated and as a result information is not directly comparable.  
 

Forbearance by reportable segment 
The following tables provide a summary of the Group’s forborne loans and advances to customers by 
reportable segment:  
 

 Performing  Non-performing  

As at 31 
December 2019 

Modification 
to terms and 

conditions  
£m 

Refinan- 
cing 

£m 
Total 

£m  

Modification 
to terms and 

conditions 
£m 

Refinan- 
cing 

£m 
Total 

£m 

Total 
forborne 

loans 
£m 

Property 
Finance 

4.2 - 4.2  41.6 - 41.6 45.8 

Business 
Finance 

10.6 - 10.6  13.6 0.9 14.5 25.1 

Consumer 
Lending 

0.5 - 0.5  5.3 - 5.3 5.8 

Total 15.3 - 15.3  60.5 0.9 61.4 76.7 

 

  Gross amount of forborne loans  
Loss allowance on forborne 

loans  

As at 31 
December 
2019 Number 

Performing 
£m 

Non- 
performing 

£m 
Total 

£m  
Performing 

£m 

Non- 
performing 

£m 
Total 

£m 
Coverage 

% 

Property 
Finance 

703 4.2 41.6 45.8  - (4.1) (4.1) 9.0 

Business 
Finance 

310 10.6 14.5 25.1  (0.2) (4.2) (4.4) 17.5 

Consumer 
Lending 

3,564 0.5 5.3 5.8  (0.1) (3.4) (3.5) 60.3 

Total  4,577 15.3 61.4 76.7  (0.3) (11.7) (12.0) 15.6 
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8. Creditworthiness risk (continued) 
 

 Performing  Non-performing  

As at 31 
December 2018 

Modification 
to terms and 

conditions  
£m 

Refinan- 
cing 
£m 

Total 
£m  

Modification 
to terms and 

conditions  
£m 

Refinan- 
cing 
£m 

Total 
£m 

Total 
forborne 

loans 
£m 

Property 
Finance 

9.5 - 9.5  40.1 - 40.1 49.6 

Business 
Finance 

9.1 5.1 14.2  28.3 0.8 29.1 43.3 

Consumer 
Lending 

2.9 - 2.9  10.1 - 10.1 13.0 

Total 21.5 5.1 26.6  78.5 0.8 79.3 105.9 

 

  Gross amount of forborne loans  Loss allowance on forborne loans  

As at 31 
December 
2018 Number 

Performing 
£m 

Non- 
performing 

£m 
Total 

£m  
Performing 

£m 

Non- 
performing 

£m 
Total 

£m 
Coverage 

% 

Property 
Finance 

1,011 9.5 40.1 49.6  (0.2) (4.1) (4.3) 8.7 

Business 
Finance 

313 14.2 29.1 43.3  (0.3) (3.8) (4.1) 9.5 

Consumer 
Lending 

4,687 2.9 10.1 13.0  (0.3) (5.3) (5.6) 43.1 

Total  6,011 26.6 79.3 105.9  (0.8) (13.2) (14.0) 13.2 

 
Forbearance by year-end stage 
The following tables provide a summary of the Group’s forborne loans and advances to customers by the year-
end stage classification: 
 

 Performing  Non-performing  

As at 31 
December 2019 

Modification 
to terms and 

conditions 
£m 

Refinan- 
cing 

£m 
Total 

£m  

Modification 
to terms and 

conditions 
£m 

Refinan- 
cing 

£m 
Total 

£m 

Total 
forborne 

loans 
£m 

Stage 1 0.7 - 0.7  0.2 - 0.21 0.9 

Stage 2 14.6 - 14.6  7.5 0.2 7.7 22.3 

Stage 3 - - -  52.8 0.7 53.5 53.5 

Total 15.3 - 15.3  60.5 0.9 61.4 76.7 

 

  Gross amount of forborne loans  Loss allowance on forborne loans  

As at 31 
December 
2019 Number 

Performing 
£m 

Non- 
performing 

£m 
Total 

£m  
Performing 

£m 

Non- 
performing 

£m 
Total 

£m 
Coverage 

% 

Stage 1 329 0.7 0.21 0.9  - - - - 

Stage 2 433 14.6 7.7 22.3  (0.3) (0.4) (0.7) 3.1 

Stage 3 3,815 - 53.5 53.5  - (11.3) (11.3) 21.1 

Total  4,577 15.3 61.4 76.7  (0.3) (11.7) (12.0) 15.6 
 

  

                                                      
1  Loans that are classified as non-performing and Stage 1 are where the latest forbearance measure was extended more than a year 

ago and the number of days past due at the current reporting period is more than zero but less than 30. 
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8. Creditworthiness risk (continued) 
 

 Performing  Non-performing  

As at 31 
December 2018 

Modification 
to terms and 

conditions 
£m 

Refinan- 
cing 
£m 

Total 
£m  

Modification 
to terms and 

conditions 
£m 

Refinan- 
cing 
£m 

Total 
£m 

Total 
forborne 

loans 
£m 

Stage 1 6.5 - 6.5  6.8 - 6.81 13.3 

Stage 2 15.0 5.1 20.1  40.5 - 40.5 60.6 

Stage 3 - - -  31.2 0.8 32.0 32.0 

Total 21.5 5.1 26.6  78.5 0.8 79.3 105.9 

 

  Gross amount of forborne loans  Loss allowance on forborne loans  

As at 31 
December 
2018 Number 

Performing 
£m 

Non- 
performing 

£m 
Total 

£m  
Performing 

£m 

Non- 
performing 

£m 
Total 

£m 
Coverage 

% 

Stage 1 1,097 6.5 6.81 13.3  (0.1) (0.4)1 (0.5) 3.8 

Stage 2 1,421 20.1 40.5 60.6  (0.7) (2.9) (3.6) 5.9 

Stage 3 3,493 - 32.0 32.0  - (9.9) (9.9) 30.9 

Total  6,011 26.6 79.3 105.9  (0.8) (13.2) (14.0) 13.2 

 
Summary of credit risk exposure 
The Group uses the standardised approach in determining the level of capital necessary for regulatory 
purposes. Under the standardised approach the level of capital required against a given level of exposure to 
credit risk is calculated as: 
  

Credit risk capital requirement = Exposure value x Risk-weighting2 x 8% 
 

The table below shows the total exposure by regulatory exposure class: 
 

As at 31 December 2019 

Exposure 
value 

£m 
RWAs 

£m 

Pillar 1 
Capital 

£m 

Government and central banks 1,113.5 9.8 0.8 

Institutions 71.9 15.9 1.3 

Covered bonds 200.0 20.0 1.6 

Total treasury counterparty credit risk 1,385.4 45.7 3.7 

    

Retail3 896.5 636.2 50.9 

Mortgages on residential/commercial real estate 4,223.7 1,758.0 140.6 

Corporates 1,225.3 1,215.6 97.2 

Items with particularly high risk 412.2 618.3 49.5 

Equity 5.4 13.4 1.1 

Exposures in default4 111.6 125.8 10.1 

Other items5 95.8 106.1 8.5 

Total lending credit risk 6,970.5 4,473.4 357.9 

    

Total credit risk 8,355.9 4,519.1 361.6 

                                                      
1 Loans that are classified as non-performing and Stage 1 are where the latest forbearance measure was extended more than a year 

ago and the number of days past due at the current reporting period is more than zero but less than 30. 
2 The risk-weighting applied will vary depending on whether the asset is retail or wholesale. For retail assets, variables such as loan-to-

value and security will impact the risk weighting. Wholesale assets are dependent on the counterparty, duration and credit rating. 
3 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
4 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. RWAs are calculated net of provisions. 
5 The ‘other items’ within the retail credit risk are loans that do not fall into any of the other loan categories. The ‘Other items’ that are not 

within the retail credit risk sub category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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8. Creditworthiness risk (continued) 
 

As at 31 December 2018 

Exposure 
value 

£m 
RWAs 

£m 

Pillar 1 
Capital 

£m 

Government and central banks 679.5 6.8 0.6 

Institutions 56.9 11.4 0.9 

Covered bonds 139.9 14.0 1.1 

Total treasury counterparty credit risk 876.3 32.2 2.6 

    

Retail1 1,378.9 930.5 74.4 

Mortgages on residential/commercial real estate 3,322.9 1,317.1 105.4 

Corporates 1,067.5 1,056.8 84.5 

Items with particularly high risk 212.5 318.7 25.5 

Equity 5.6 14.0 1.1 

Exposures in default2 47.6 55.3 4.4 

Other items3 76.1 95.0 7.6 

Total lending credit risk 6,111.1 3,787.4 302.9 

    

Total credit risk 6,987.4 3,819.6 305.5 

 
9. Credit risk mitigation 
 
The Group uses a wide range of techniques to reduce the credit risk associated with its lending. As an essential 
starting point the Group makes extensive use of appropriate credit reference agencies and company search 
data to verify the historic payment record of the borrower, with full use also made of credit scoring techniques 
within the higher volume, homogenous portfolios of Consumer Lending and residential mortgages within the 
Property division. 
 
A key feature of Group-wide underwriting processes is also the detailed assessment of the capacity of the 
borrower to service the proposed debt without distress. The Group also ensures that the borrower is able to 
service the proposed debt under stressed repayment conditions. 
 
Beyond assessing the borrower’s ability to repay the debt the risk of further loss is further mitigated in all 
business areas, with the exception of portfolios where lending is on an unsecured basis, by ensuring that 
collateral is obtained for the funds advanced. Residential and commercial property is the Group’s main source 
of collateral and means of mitigating credit risk. All mortgage lending activities are supported by an appropriate 
form of valuation using an independent firm of valuers or by an Automatic Valuation Model subject to business 
rules and confidence levels. Throughout the life of the loan, updated valuations are obtained in accordance 
with the loan agreement for each facility, or at the Group’s request, where a breach of asset cover may have 
occurred. Eligible collateral is factored into the loss given default calculation for regulatory capital purposes. 
  

                                                      
1 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. RWAs are calculated net of provisions. 
3 The ‘other items’ within the retail credit risk are loans that do not fall into any of the other loan categories. The ‘Other items’ that are not 

within the retail credit risk sub category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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10. Interest rate in the banking book 
 
Market risk 
Market risk is the risk of financial loss through un-hedged or mismatched asset and liability positions that are 
sensitive to changes in interest rates or currencies. 
 
The Group’s Treasury function is responsible for managing the Group’s exposure to all aspects of market risk 
within the operational limits set out in the Group’s treasury policies. The Asset and Liability Committee 
approves the Group’s treasury policies and receives regular reports on all aspects of market risk exposure, 
including interest rate risk. 
 
Derivative financial instruments are used by the Group in order minimise or eliminate the impact of movements 
in interest rates and foreign exchange rates. This includes interest rate and foreign exchange swaps and 
interest rate options.  
 
Foreign exchange risk 
Foreign exchange risk is the risk that the value of, or net income arising from, assets and liabilities changes 
as a result of movements in exchange rates. The Group has low levels of foreign exchange risk which is 
managed by appropriate financial instruments including derivatives.  
 
The Group has a small number of facilities within Business Finance where customers can borrow in currencies 
other than Sterling. Overall these loans represent 0.4% of the Group’s total assets as at 31 December 2019 
(2018: 0.5%).  
 
Basis risk 
Basis risk is the risk of loss arising from changes in the relationship between interest rates which have similar 
but not identical characteristics (for example, LIBOR and the Bank of England Bank Rate). This is monitored 
closely and regularly reported to the Asset and Liability Committee. This risk is managed within established 
risk limits by matching and, where appropriate and necessary, through the use of derivatives and via other 
control procedures.  
 
The Group’s forecasts and plans take in to account the risk of interest rate changes and are prepared and 
stressed accordingly, in line with PRA guidance. 
 
The exposure to basis risk is measured as the earnings at risk due to changes in the relationship between 
interest rates. 
 
Information regarding the Group’s transition from LIBOR to new benchmark interest rates in advance of 2021 
can be found in the Group’s Annual Report and Accounts in the Risk Management Report on page 132.  
 
Interest rate risk 
Interest rate risk is the risk of loss arising from adverse movements in market interest rates. Interest rate risk 
arises from the loan and savings products that the Group offers. This risk is managed through the use of 
appropriate financial instruments, including derivatives, with established risk limits, reporting lines, mandates 
and other control procedures. The Group’s exposure to interest rate risk is measured as the value of the 
Group’s assets and liabilities at risk due to movements in interest rates.  
 
Interest rate sensitivity 
The Group considers a parallel 250 basis points (bps) movement in interest rates to be appropriate for scenario 
testing given the current economic outlook and industry expectations.  
 
The Group estimates that a +/- 250 bps movement in interest rates paid/received would have impacted the 
economic value of equity as follows: 
 
+250 bps: £12.9 million negative (2018: £10.9 million negative)  
-250 bps: £28.4 million positive (2018: £31.9 million positive) 
 
In addition, the effect of the same two interest rate shocks is applied to the statement of financial position at 
year end, to determine how net interest income may change on an annualised basis for one year, as follows: 
 
+250 bps: £76.7 million positive (2018: £65.5 million positive) 
-250 bps: £3.9 million positive (2018: £0.7 million positive) 
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10. Interest rate in the banking book (continued) 
 
In preparing the above sensitivity analyses, the Group makes certain assumptions consistent with expected 
and contractual re-pricing behaviour as well as behavioural repayment profiles, under the two interest 
scenarios, of the underlying statement of financial position items. The results also include the impact of hedge 
transactions. 
 
Interest rate benchmark reform 
The Group is closely monitoring the market and the output from the various industry working groups managing 
the transition to new benchmark interest rates. This includes announcements made by LIBOR regulators, 
including the FCA, regarding the transition away from sterling LIBOR to SONIA. The FCA has made clear that, 
at the end of 2021, it will no longer seek to persuade, or compel, banks to submit to LIBOR.  
 
The Group is exposed to the sterling LIBOR interest benchmark within its hedged items and associated 
hedging instruments. In order to mitigate LIBOR exposure, since March 2019, the Group has designated 
hedging relationships against SONIA and has transacted hedging instruments referencing SONIA too.  
 
In response to the announcements, the Group has set up a LIBOR transition programme with an aim to 
understand where LIBOR exposures are within the business and prepare and deliver on an action plan to 
enable a smooth transition to alternative benchmark rates. The Group aims to have its transition and fall-back 
plans in place by the end of 2020. 
 
Further details of the amendments made to accounting standards (IFRS 9, IAS 39 and IFRS 7) to address the 
issues affecting financial reporting in the period leading up to interest rate benchmark reform can be found in 
the Group’s Annual Report and Accounts in Note 1.6(c) of the Financial Statements. Page 132 of the Risk 
Management Report within the Group’s Annual Report and Accounts also provides further details on the 
impacts and actions in respect of interest rate benchmark reform. 
 

11. Leverage 
 
The leverage ratio is a transparent, comparable measure not affected by risk weightings. It is calculated as 
Total Tier 1 capital divided by adjusted statement of financial position exposure. The level of leverage is actively 
monitored and regularly assessed alongside capital and capital ratios as described in Section 5. 
 
The following tables follow the formats prescribed by the European Banking Authority (EBA). £nil balance rows 
have been omitted. 
 
Summary reconciliation of accounting assets and leverage ratio exposures 
 

 

Applicable amount  
31 December 2019 

£m 

Applicable amount  
31 December 2018 

£m 

Total assets as per published financial statements 8,223.0 6,824.9 

Adjustment for derivative financial instruments 8.4 4.7 

Adjustment for off-balance sheet items (i.e. conversion to 
credit equivalent amounts of off-balance sheet exposures) 

150.8 197.7 

Transitional adjustment for IFRS 9 22.1 25.7 

Other adjustments (66.6) (66.4) 

Leverage ratio total exposure measure 8,337.7 6,986.6 
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11. Leverage (continued) 
 
Leverage ratio common disclosure 
 

 

CRR leverage 
ratio exposures  

31 December 2019 
£m  

CRR leverage ratio 
exposures   

31 December 2018 
£m  

On-balance sheet exposures (excluding derivatives and 
SFTs and fiduciary assets): 

  

On-balance sheet items (excluding derivatives, SFTs and 
fiduciary assets, but including collateral) 

8,218.6 6,822.9 

Asset amounts deducted in determining Tier 1 capital (66.6) (66.4) 

Transitional adjustment for IFRS 9 22.1 25.7 

Total on-balance sheet exposures (excluding derivatives, 
SFTs and fiduciary assets) 

8,174.1 6,782.2 

   

Derivatives exposures:   

Replacement cost associated with all derivatives transactions 
(i.e. net of eligible cash variation margin) 

5.0 0.4 

Add-on amounts for PFE associated with all derivatives 
transactions (mark-to-market method) 

7.8 6.3 

Total derivatives exposures 12.8 6.7 

   

Other off-balance sheet exposures:   

Off-balance sheet exposures at gross notional amount 783.3 811.6 

Adjustments for conversion to credit equivalent amounts (632.5) (613.9) 

Total other off-balance sheet exposures 150.8 197.7 

   

Capital and total exposure measure:   

Total Tier 1 capital 721.2 640.4 

Leverage ratio total exposure measure 8,337.7 6,986.6 

Leverage ratio (%) 8.6% 9.2% 

 
The Group manages the risk of excess leverage through the development of a forward looking capital plan 
and the implementation of risk appetite limits and early warning indicators. Leverage is considered in the 
Group’s four-year plan that is updated annually. The leverage ratio is calculated monthly and reported through 
the Asset and Liability Committee. 
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11. Leverage (continued) 
 
Split-up of on-balance sheet exposures (excluding derivatives, SFTs and exempted exposures) 
 

 

CRR leverage 
ratio exposures  

31 December 2019 
£m  

CRR leverage ratio 
exposures  

31 December 2018 
£m  

Total on-balance sheet exposures (excluding derivatives, 
SFTs and exempted exposures)1, of which: 

8,240.7 6,848.6 

   

Trading book exposures - - 

   

Banking book exposures, of which: 8,240.7 6,848.6 

Covered bonds 200.0 139.9 

Exposures treated as sovereigns 1,113.5 679.0 

Institutions 59.1 50.1 

Secured by mortgages of immovable properties 3,794.7 3,293.8 

Retail exposures 1,271.5 1,363.4 

Corporates 1,151.9 970.4 

Items with particularly high risk 388.8 157.0 

Exposures in default 111.6 47.6 

Other exposures (e.g. equity, securitisations, and other non-
credit obligation assets) 

149.6 147.4 

 
  

                                                      
1 Includes adjustments for phasing in the impact of IFRS 9 adoption in accordance with EU regulatory transitional arrangements. 
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12. Asset encumbrance 
 
Asset encumbrance is the process by which assets are pledged in order to secure, collateralise or credit-
enhance a financial transaction from which they cannot be freely withdrawn. 
 
The Pillar 3 asset encumbrance disclosure templates below provide the Group’s encumbered and 
unencumbered assets, collateral received, and liabilities associated with encumbered assets and collateral 
received based on the requirement in article 443 of Regulation (EU) No 575/2013. It has been completed in 
line with EBA Regulatory Technical Standards (RTS) for disclosure of encumbered and unencumbered assets. 
 
The values presented in the following tables, including totals, are median values calculated using quarterly 
data.  
 
Encumbered and unencumbered assets 
 

As at 31 December 2019  

Carrying 
amount of 

encumbered 
assets 

£m  

Fair value of 
encumbered 

assets 
£m   

Carrying 
amount of 

unencumbered 
assets 

£m   

Fair value of 
unencumbered 

assets 
£m   

Assets of the reporting 
institution: 

1,596.3  6,295.9  

Loans on demand 18.7  980.6  

Debt securities 15.0  175.5 181.0 

 - of which: covered bonds 15.0  175.5 181.0 

 - of which: issued by 
financial corporations 

15.0  175.5 181.0 

Loans and advances other 
than loans on demand 

1,521.2  4,865.5  

Other assets 82.3  190.3  

 

As at 31 December 2018  

Carrying amount 
of encumbered 

assets 
£m   

Fair value of 
encumbered 

assets 
£m   

Carrying amount 
of 

unencumbered 
assets 

£m   

Fair value of 
unencumbered 

assets 
£m   

Assets of the reporting 
institution: 

1,435.3  5,062.1  

Loans on demand 4.4  763.6  

Debt securities -  20.0 20.0 

 - of which: covered bonds -  20.0 20.0 

 - of which: issued by 
financial corporations 

-  20.0 20.0 

Loans and advances other 
than loans on demand 

1,431.5  4,033.7  

Other assets -  146.2  

 
Note: In line with EBA RTS for disclosure of encumbered and unencumbered assets, the fair value of 
encumbered and unencumbered assets is only disclosed for Debt securities. 
 
Under CRD IV Article 432, institutions may omit certain disclosures if the information is not regarded as material 
or is deemed to be confidential. Shawbrook Group plc has opted to use this confidentiality provision not to 
disclose the Unencumbered Assets (Template B: Collateral received) on the grounds of confidentiality. 
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12. Asset encumbrance (continued) 
 
Encumbered assets/collateral received and associated liabilities 
 

As at 31 December 2019  

Matching liabilities, 
contingent liabilities or 

securities lent  
£m  

Assets, collateral received 
and own debt securities 

issued other than covered 
bonds and ABSs 

encumbered 
£m 

Carrying amount of selected financial 
liabilities: 

1,207.4 1,596.3 

Derivatives 12.5 13.2 

Deposits 1,017.0 1,429.1 

Of which: collateralised deposits other 
than repurchase agreements 

1,012.0 1,424.1 

Debt securities issued 244.9 245.9 

   

Other sources of encumbrance - - 

   

Total sources of encumbrance 1,207.4 1,596.3 

 
 

As at 31 December 2018  

Matching liabilities, 
contingent liabilities or 

securities lent  
£m  

Assets, collateral received 
and own debt securities 

issued other than covered 
bonds and ABSs 

encumbered 
£m 

Carrying amount of selected financial 
liabilities: 

975.6 1,436.8 

Derivatives 4.4 6.1 

Deposits 972.0 1,431.5 

Of which: collateralised deposits other 
than repurchase agreements 

972.0 1,431.5 

   

Other sources of encumbrance - - 

   

Total sources of encumbrance 975.6 1,436.8 

 
Information on the importance of encumbrance 
The Group reviews all asset types against the criteria of being able to finance them in a secured form 
(encumbrance), but certain asset types lend themselves more readily to encumbrance. The typical 
characteristics that support encumbrance are; an ability to pledge those assets to another counterparty or 
entity through operation of law without necessarily requiring prior notification: homogeneity; predictable and 
measurable cash flows; and a consistent and uniform underwriting process. Assets such as buy-to-let 
residential mortgages and asset finance loans display many of these features. 
 
The Group primarily encumbers assets through positioning loans with the Bank of England for use as collateral 
under its Term Funding Scheme. The Group also pledges loans as collateral against secured bank borrowing 
and to its securitisation programme. A balance of loans to banks are also pledged as collateral against 
derivative contracts. 
 
The Group monitors the level of encumbrance to ensure it remains within approved risk appetite limits which 
are based on loan book and statement of financial position encumbrance levels. Further information on asset 
encumbrance can be found in the Group’s Annual Report and Accounts in the Risk Management Report on 
page 127.  
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13. Liquidity  
 
Liquidity is actively monitored on a daily basis by the Group’s Treasury function and reported on a monthly 
basis through the Asset and Liability Committee and the Board. A range of early warning indicators are 
monitored for early signs of liquidity risk. These include a range of quantitative and qualitative measures that 
include the close monitoring of the Liquidity Coverage Ratio (LCR) and the Net Stable Funding Ratio (NSFR).  
 
Liquidity coverage ratio 
The Group’s LCR aims to monitor the resiliency of the Group to a liquidity risk over a 30-day period. The 
following table sets out the LCR: 
 

  

31 December 

2019  

31 December 

2018  

Liquidity buffer (£m) 1,168.2 765.6 

Total net cash outflows (£m) 425.6 312.6 

Liquidity coverage ratio (%) 274.5 244.9 

 
Net stable funding ratio 
The Group’s NSFR aims to ensure that the Group has an acceptable amount of stable funding to support 
assets over a one-year period of extended stress. Based on current interpretations of regulatory requirements 
and guidance, the NSFR as at 31 December 2019 is 131.9% (2018: 128.5%). This is in excess of the minimum 
level of 100% proposed by the Basel Committee on Banking Supervision and European Commission1. 
 

14. Remuneration 
 
Approach to remuneration 
In accordance with the Remuneration Code (the Code), a firm must establish, implement and maintain 
remuneration policies, procedures and practices that are consistent with and promote sound and effective risk 
management. Policies and procedures must be comprehensive and proportionate to the nature, scale and 
complexity of the firm’s activities. 
 
The Code and European regulatory technical standards require the Group to identify Material Risk Takers 
(MRTs), being those staff whose activities have a material impact on the firm’s risk profile. The Group employed 
a total of 65 individuals who were identified as MRTs for the year ended 31 December 2019. 
 
Remuneration Committee 
The Remuneration Committee (RemCo) is a sub-committee of the Board. Its principal function is to determine, 
for onward recommendation to the Board, the terms and conditions of employment, remuneration and benefits 
of each of the Chairman of the Board, Executive Directors, members of the Executive Management and all 
other MRTs. RemCo exercises independent judgement on remuneration policies and practices and the 
incentives created to align senior management’s interests with those of key stakeholders.  
 
As at 31 December 2019, RemCo’s membership comprised of four Non-Executive Directors, one of whom is 
the Chairman of the Board, and two Institutional Directors. RemCo met on five occasions during 2019. At the 
invitation of the Chairman of RemCo, on occasion, other attendees included the Chief Executive Officer, Group 
HR Director and Group Head of Reward. The Head of Secretariat provides secretariat support and Deloitte 
LLP provides independent advice to the Committee on all executive remuneration matters. In line with the 
Framework Agreement and Memorandum of Understanding, the Shareholder has representation on the 
Committee. Where applicable decisions are escalated through the Board to the Shareholder for approval. 
 
During 2019, in addition to cyclical agenda items, RemCo oversaw the implementation of new long-term 
incentive arrangements and enhancements to the reward proposition for the wider workforce including the 
introduction of a new workplace pension arrangement and a new staff recognition scheme.   

                                                      
1 The NSFR will be implemented in the EU through the Capital Requirements Regulation 2 in June 2021. The timing of a binding NSFR 

in the UK remains subject to uncertainty and how and when it will be implemented depends in part on the terms and timings of the UK’s 
withdrawal from the EU. The Basel Committee on Banking Supervision issued its final recommendations for the implementation of the 
NSFR in October 2016, proposing a minimum ratio of 100%. The European Commission also proposed a NSFR of at least 100% as 
part of the Capital Requirements Regulation 2 in November 2016.  
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14. Remuneration (continued) 
 
RemCo's terms of reference were last reviewed and updated in September 2018. The full terms of reference 
are available on the Group's website www.shawbrook.co.uk.  
 
Remuneration policy and structure: Link between pay and performance 
The policy table below summarises the key components of the Group’s reward package that are applied to all 
MRTs (excluding Non-Executive Directors, for whom a fixed fee is payable). The Directors’ Remuneration 
Report within the Group’s Annual Report and Accounts sets out how the key components apply for Executive 
Directors.  
 

Element Purpose and link to 
strategy 

Operation and performance measures 

Salary To provide a 
competitive level of 
base pay to recruit and 
retain talent. 
 

Base salaries are set with reference to the size and scope of 
the role, the external market as well as the skills and 
experience of the individual.  
 
Salaries are normally reviewed on an annual basis, with 
increases typically in line with the wider workforce. 
 

Pension To provide a 
competitive post-
retirement benefit 
supporting the long-
term financial 
wellbeing of 
employees.  
 

MRTs may participate in the Group's workplace pension 
arrangement. Contribution levels depend on individual 
circumstances.  
 
Some MRTs may receive a cash allowance in lieu of a 
pension contribution. 
 

Benefits To provide a suite of 
competitive benefits to 
support the wellbeing 
of employees. 
 
 

MRTs receive a range of benefits, including but not limited to 
private medical cover and life insurance.   
 
Additional benefits may also be provided, as reasonably 
required. 

Annual bonus To incentivise and 
reward the 
achievement of short-
term financial and non-
financial objectives 
which are closely 
linked to the Group's 
strategy. 
 
Deferral encourages 
longer-term focus and 
risk alignment. 
 

Annual bonus awards are determined with reference to 
financial, non-financial and individual performance measures. 
Specific performance measures and objectives are reviewed 
on an annual basis to ensure they appropriately align to the 
Bank’s ongoing strategy. 
 
When finalising individual award levels, consideration is given 
to the overall performance of the Group, divisional 
performance, individual performance against agreed 
performance objectives, including alignment with corporate 
values, as well as the outcome of the independent risk 
adjustment process. Poor financial and / or non-financial 
performance can result in the bonus being reduced, including 
potentially to zero. 
 
Awards over a threshold level (set by RemCo each year) are 
subject to deferral. Deferred awards will normally be released 
in equal tranches after one, two and three years, subject to 
continued employment. Deferral levels may be amended to 
take account of any regulatory changes, or such other factors 
the Committee considers appropriate.  
 
Annual bonus awards are subject to the Group’s malus and 
clawback provisions. 
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14. Remuneration (continued) 
 

Element Purpose and link to 
strategy 

Operation and performance measures 

Long-term 
incentives 

To incentivise and 
reward the delivery of 
the Group’s long-term 
strategy and growth 
over a sustained 
period. 
 

The Group introduced new long-term incentive arrangements 
in early 2019 for selected members of its senior management 
team.  
 
Award levels are determined by reference to individual 
performance. The future vesting of such awards is linked to 
the growth in the underlying value of the Group by reference 
to the achievement of hurdles which have been set relative to 
the Group’s business plan.  
 
Any value delivered under these long-term arrangements will 
ordinarily only be released upon an exit event (i.e. the sale of 
the Company, the majority of its assets or an IPO).  
 
Awards are subject to the Group’s malus and clawback 
provisions. 
 

 
Remuneration for Material Risk Takers 
In the year ended 31 December 2019, there were 65 MRTs. The table below shows the total fixed and variable 
remuneration awarded to these MRTs in respect of the year ended 31 December 20191. 
 

MRTs 
MRT Total  

£’000 % of total 

Fixed remuneration 9,107 60 

Variable remuneration awarded in cash and shares (face value) 6,067 40 

Total remuneration 15,174 100 

 
The table below shows an analysis of total remuneration awarded to MRTs in the year ended 31 December 
2019 by business area: 
 

 

Property 
Finance 

£’000 

Business 
Finance 

£’000 

Consumer 
Lending 

£’000 

Control 
Functions 

£’000 

Other 
Central 

Functions 
£’000  

Total 
£’000 

Total remuneration 2,261 2,247 1,229 2,938 6,499 15,174 

 
The table below shows the number of MRTs being remunerated in excess of €1.0 million in respect of the year 
ended 31 December 2019:  
 

Remuneration band (Euro)2 Number 

€1.0 million to €1.5 million 2 

 
 
 

  

                                                      
1 In addition to the above, in the year ended 31 December 2019, the Group incurred fees of £0.1 million in relation to the Institutional 

Directors appointed to the Board by the ultimate parent company, as set out and agreed within the Framework Agreement. The 
Institutional Directors are not employed by the Group and these fees are not included in the above tables. 

2 Based on exchange rates as at 31 December 2019 (GBP:EUR 1.18) 
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Appendix 1: Disclosures for Shawbrook Bank Limited 
 
In accordance with Article 13 of the CRR, this appendix sets out the reduced Pillar 3 disclosures of the Bank, 
the significant subsidiary of the Group. The differences between the Group and the Bank relate primarily to 
reserves held by entities that sit outside the scope of the Bank that are included in the Group consolidation. 
 
Capital resources 
The table below summarises the composition of regulatory capital: 
 

Bank 

31 December  
2019 

£m 

31 December  
2018 

£m 

CET1 capital:   

Share capital 175.5 175.5 

Share premium account 81.0 81.0 

Capital redemption reserve 17.2 16.4 

Merger reserve 1.6 1.6 

Retained earnings 343.6 260.8 

Regulatory adjustment to CET1 capital:   

Intangible assets (46.6) (46.4) 

Transitional adjustment for IFRS 9  22.1 25.5 

CET1 capital 594.4 514.4 

   

Additional Tier 1 capital:   

Capital securities 125.0 125.0 

Additional Tier 1 capital 125.0 125.0 

   

Total Tier 1 capital 719.4 639.4 

   

Tier 2 capital:   

Subordinated debt liability  94.9 75.0 

Tier 2 capital 94.9 75.0 

   

Total regulatory capital  814.3 714.4 

 
Regulatory capital reconciles to total equity per the statement of financial position as follows: 
 

Bank 

31 December  
2019 

£m 

31 December  
2018 

£m 

Total regulatory capital 814.3 714.4 

   

Subordinated debt liability (94.9) (75.0) 

Intangible assets 46.6 46.4 

Transitional adjustment for IFRS 9  (22.1) (25.5) 

   

Total equity 743.9 660.3 
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Appendix 1: Disclosures for Shawbrook Bank Limited (continued) 
 
The following table shows the movement in Total Tier 1 capital during the year: 
 

Bank 
2019 

£m 
2018 

£m 

Total Tier 1 capital at 1 January 639.4 556.4 

Impact of adopting IFRS 9 - (15.7) 

Restated balance as at 1 January 639.4 540.7 

   

Movement in CET1 capital:   

Increase/(decrease) in capital redemption reserve 0.8 (0.3) 

Movement in retained earnings:   

Profit for the year  92.6 85.1 

Coupon paid on capital securities (9.8) (9.8) 

Increase in intangible assets, net of associated deferred tax liabilities (0.2) (1.8) 

(Decrease)/increase in transitional adjustment for IFRS 9 (3.4) 25.5 

Total movement in CET1 capital 80.0 98.7 

   

Total Tier 1 capital at 31 December 719.4 639.4 

 
Summary of credit risk exposure 
The Bank uses the standardised approach in determining the level of capital necessary for regulatory 
purposes. Under the standardised approach the level of capital required against a given level of exposure to 
credit risk is calculated as: 
  
Credit risk capital requirement = Exposure value x Risk-weighting1 x 8% 
 
The table below shows the total exposure by regulatory exposure class: 
 

Bank 
As at 31 December 2019 

Exposure 
value 

£m 
RWAs 

£m 

Pillar 1 
Capital 

£m 

Government and central banks 1,113.5 9.8 0.8 

Institutions 71.9 15.9 1.3 

Covered bonds 200.0 20.0 1.6 

Total treasury counterparty credit risk 1,385.4 45.7 3.7 

    

Retail2 896.5 636.2 50.9 

Mortgages on residential/commercial real estate 4,223.7 1,758.0 140.6 

Corporates 1,225.3 1,215.6 97.2 

Items with particularly high risk 412.2 618.3 49.5 

Equity 5.4 13.4 1.1 

Exposures in default3 111.6 125.8 10.1 

Other items4 95.6 106.0 8.5 

Total lending credit risk 6,970.3 4,473.3 357.9 

    

Total credit risk 8,355.7 4,519.0 361.6 

                                                      
1 The risk-weighting applied will vary depending on whether the asset is retail or wholesale. For retail assets, variables such as loan-to-

value and security will impact the risk weighting. Wholesale assets are dependent on the counterparty, duration and credit rating. 
2 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
3 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 

90 days behind their scheduled contractual payment position. RWAs are calculated net of provisions. 
4 The ‘other items’ within the retail credit risk are loans that do not fall into any of the other loan categories. The ‘Other items’ that are not 

within the retail credit risk sub category are other statement of financial position items such as fixed assets, other debtors and 
prepayments. 
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Appendix 1: Disclosures for Shawbrook Bank Limited (continued) 
 

Bank 
As at 31 December 2018 

Exposure 
value 

£m 
RWAs 

£m 

Pillar 1 
Capital 

£m 

Government and central banks 679.5 6.8 0.6 

Institutions 56.9 11.4 0.9 

Covered bonds 139.9 14.0 1.1 

Total treasury counterparty credit risk 876.3 32.2 2.6 

    

Retail1 1,356.1 917.5 73.3 

Mortgages on residential/commercial real estate 3,322.9 1,317.1 105.4 

Corporates 1,092.0 1,081.9 86.6 

Items with particularly high risk 212.5 318.7 25.5 

Equity 5.6 14.0 1.1 

Exposures in default2 47.5 55.1 4.4 

Other items3 75.5 94.4 7.6 

Total lending credit risk 6,112.1 3,798.7 303.9 

    

Total credit risk 6,988.4 3,830.9 306.5 

 
Leverage 
The following tables follow the formats prescribed by the European Banking Authority (EBA). £Nil balance 
rows have been omitted. 
 
Summary reconciliation of accounting assets and leverage ratio exposures 
 

Bank 

Applicable amount  
31 December 2019 

£m 

Applicable amount  
31 December 2018 

£m 

Total assets as per published financial statements 8,248.0 6,805.6 

Adjustment for derivative financial instruments 8.4 4.7 

Adjustment for off-balance sheet items (i.e. conversion to 
credit equivalent amounts of off-balance sheet exposures) 

150.8 197.6 

Transitional adjustment for IFRS 9 22.1 25.5 

Other adjustments (46.6) (46.4) 

Leverage ratio total exposure measure 8,382.7 6,987.0 

 
  

                                                      
1 ‘Retail’ lending comprises loans where the total exposure to the borrower is less than the GBP equivalent of 1 million Euro, they are 

managed with a significant number of exposures and they are to natural persons or an SME. 
2 ‘Exposures in default’ are defined as those agreements that have expired and are 1 penny and 1 day past the end of their contract or 90 

days behind their scheduled contractual payment position. RWAs are calculated net of provisions. 
3 The ‘other items’ within the retail credit risk are loans that do not fall into any of the other loan categories. The ‘Other items’ that are not 

within the retail credit risk sub category are other statement of financial position items such as fixed assets, other debtors and prepayments. 
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Appendix 1: Disclosures for Shawbrook Bank Limited (continued) 
 
Leverage ratio common disclosure 
 

Bank 

CRR leverage ratio 
exposures   

31 December 2019 
£m  

CRR leverage ratio 
exposures  

31 December 2018 
£m  

On-balance sheet exposures (excluding derivatives 
and SFTs and fiduciary assets): 

  

On-balance sheet items (excluding derivatives, SFTs 
and fiduciary assets, but including collateral) 

8,244.9 6,803.6 

Asset amounts deducted in determining Tier 1 capital (46.6) (46.4) 

Transitional adjustment for IFRS 9  22.1 25.5 

Total on-balance sheet exposures (excluding 
derivatives, SFTs and fiduciary assets) 

8,220.4 6,782.7 

   

Derivatives exposures:   

Replacement cost associated with all derivatives 
transactions (i.e. net of eligible cash variation margin) 

5.0 0.4 

Add-on amounts for PFE associated with all 
derivatives transactions (mark- to-market method) 

6.5 6.3 

Total derivatives exposures 11.5 6.7 

   

Other off-balance sheet exposures:   

Off-balance sheet exposures at gross notional amount 783.3 811.1 

Adjustments for conversion to credit equivalent 
amounts 

(632.5) (613.5) 

Total other off-balance sheet exposures 150.8 197.6 

   

Capital and total exposure measure:   

Total Tier 1 capital 719.4 639.4 

Leverage ratio total exposure measure 8,382.7 6,987.0 

Leverage ratio (%) 8.6% 9.2% 
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Appendix 2: Regulatory capital statement of financial position reconciliation 
 
Group 
 

Group 

Statement of 
financial 

position extract  
31 December 

2019 
£m 

Statement of 
financial position 

extract  
31 December 

2018 
£m 

   
Reference1 

Assets    

Intangible assets 66.6 66.4  

of which: deduction from CET1 capital 66.6 66.4 A 

Deferred tax assets 14.9 18.0  

of which: deferred tax liability - intangible assets - - B 

of which: deferred tax liability - pension related - - C 

Prepayments, accrued income and other assets 8,141.5 6,740.5  

of which: defined-benefit pension fund assets - - D 

Total assets 8,223.0 6,824.9  

    

Liabilities    

Subordinated debt liability 95.9 75.5  

of which: Tier 2 capital 94.4 74.4 E 

Total liabilities 7,457.3 6,143.8  

    

Equity    

Called up share capital 2.5 2.5  

of which: amount eligible for CET1 capital 2.5 2.5 F 

Capital securities 124.0 124.0 G 

Share premium account 87.3 87.3  

of which: amount eligible for CET1 capital 87.3 87.3 H 

Retained earnings 551.9 467.3 I 

Other reserves - - J 

of which: exchange movements reserve - - K 

of which: cash flow hedging reserve - - L 

of which: share based awards reserve - - M 

Total equity 765.7 681.1  

    

Total liabilities and equity 8.223.0 6,824.9  

    

Non-statement of financial position items:    

Foreseeable dividend  - - N 

Prudent valuation adjustment - - O 

Transitional adjustment for IFRS 9 22.1 25.7 P 

 
  

                                                      
1 Letters in the ‘Reference’ column cross reference to the Group’s capital table on the following page to show how the Group’s regulatory 

capital is derived from the Group’s statement of financial position. The Group’s regulatory capital requirement is shown in Section 4. 
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Appendix 2: Regulatory capital statement of financial position reconciliation 
(continued) 
 
 

Group 

Statement of 
financial position 

components  
31 December 2019 

£m 
   

Reference1 

Capital instruments and the related share premium accounts 89.8 F+H+J 

Retained earnings 551.9 I 

Accumulated other comprehensive income and other reserves - K+L+M 

Intangible assets net of associated deferred tax liabilities (66.6) A+B 

Foreseeable dividend - N 

Pension asset net of associated deferred tax liabilities - C+D 

Cash flow hedging reserve not recognised - L 

Prudent valuation adjustments - O 

Transitional adjustment for IFRS 9 22.1 P 

CET1 capital  597.2  

   

Capital instruments and the related share premium accounts 124.0 G 

Additional Tier 1 capital 124.0  

   

Total Tier 1 capital 721.2  

   

Capital instruments and the related share premium accounts 94.4 E 

Tier 2 capital 94.4  

   

Total regulatory capital 815.6  

 
  

                                                      
1 Letters in the ‘Reference’ column cross reference to the Group’s statement of financial position on the previous page to show how the 

Group’s regulatory capital is derived from the Group’s statement of financial position. The Group’s regulatory capital requirement is 
shown in Section 4. 
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Appendix 2: Regulatory capital statement of financial position reconciliation 
(continued) 
 
Bank 
 

Bank 

Statement of 
financial 

position extract  
31 December 

2019 
£m 

Statement of 
financial position 

extract  
31 December 

2018 
£m 

   
Reference1 

Assets    

Intangible assets 46.6 46.4  

of which: deduction from CET1 capital 46.6 46.4 A 

Deferred tax assets 14.9 18.0  

of which: deferred tax liability - intangible assets - - B 

of which: deferred tax liability - pension related - - C 

Prepayments, accrued income and other assets 8,186.5 6,741.2  

of which: defined-benefit pension fund assets - - D 

Total assets 8,248.0 6,805.6  

    

Liabilities    

Subordinated debt liability 96.4 76.1  

of which: Tier 2 capital 94.9 75.0 E 

Total liabilities 7,504.1 6,145.3  

    

Equity    

Called up share capital 175.5 175.5  

of which: amount eligible for CET1 capital 175.5 175.5 F 

Capital securities 125.0 125.0 G 

Share premium account 81.0 81.0  

of which: amount eligible for CET1 capital 81.0 81.0 H 

Retained earnings 343.6 260.8 I 

Other reserves 18.8 18.0 J 

of which: exchange movements reserve - - K 

of which: cash flow hedging reserve - - L 

of which: share based awards reserve - - M 

Total equity 743.9 660.3  

    

Total liabilities and equity 8,248.0 6,805.6  

    

Non-statement of financial position items:    

Foreseeable dividend  - - N 

Prudent valuation adjustment - - O 

Transitional adjustment for IFRS 9 22.1 25.5 P 

  

                                                      
1 Letters in the ‘Reference’ column cross reference to the Bank’s capital table on the following page to show how the Bank’s regulatory 

capital is derived from the Bank’s statement of financial position. The Bank’s regulatory capital requirement is shown in Appendix 1. 



 

Shawbrook Group plc Pillar 3 Disclosures 2019  38 

 

Appendix 2: Regulatory capital statement of financial position reconciliation 
(continued) 
 

Bank 

Statement of 
financial position 

components  
31 December 2019 

£m 
   

Reference1 

Capital instruments and the related share premium accounts 275.3 F+H+J 

Retained earnings 343.6 I 

Accumulated other comprehensive income and other reserves - K+L+M 

Intangible assets net of associated deferred tax liabilities (46.6) A+B 

Foreseeable dividend - N 

Pension asset net of associated deferred tax liabilities - C+D 

Cash flow hedging reserve not recognised - L 

Prudent valuation adjustments - O 

Transitional adjustment for IFRS 9  22.1 P 

CET1 capital  594.4  

   

Capital instruments and the related share premium accounts 125.0 G 

Additional Tier 1 capital 125.0  

   

Total Tier 1 capital 719.4  

   

Capital instruments and the related share premium accounts 94.9 E 

Tier 2 capital 94.9  

   

Total regulatory capital 814.3  

 
 
 
 
 
 

  

                                                      
1 Letters in the ‘Reference’ column cross reference to the Bank’s statement of financial position on the previous page to show how the 

Bank’s regulatory capital is derived from the Bank’s statement of financial position. The Bank’s regulatory capital requirement is shown 
in Appendix 1. 
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Appendix 3: Own funds disclosures 
 
Table 1: Capital instruments main features template 
 

Capital Instruments main features template 

1 Issuer Shawbrook 
Group plc 

Shawbrook 
Group plc 

Shawbrook 
Group plc 

Shawbrook 
Group plc 

2 Unique identifier (e.g. CUSIP, 
ISIN or Bloomberg identifier for 
private placement) 

None XS1731676794 XS1303933573 XS2058891917 

3 Governing law(s) of the 
instrument 

English English English English 

Regulatory treatment 

4 Transitional CRR rules Common 
Equity Tier 1 

Additional Tier 
1 

Tier 2 Tier 2 

5 Post-transitional CRR rules Common 
Equity Tier 1 

Additional Tier 
1 

Tier 2 Tier 2 

6 Eligible at solo/(sub-) 
consolidated/ solo&(sub-) 
consolidated 

Consolidated  
 

Solo & 
Consolidated 
 

Solo & 
Consolidated 
 

Solo & 
Consolidated 

7 Instrument type (types to be 
specified by each jurisdiction) 

Ordinary 
shares 

Perpetual 
subordinated 
capital 
securities 

Subordinated 
debt 

Subordinated 
Debt 

8 Amount recognised in 
regulatory capital (currency in 
million, as of most recent 
reporting date) 

£89.8 £124.0 £74.4 £20.0 

9 Nominal amount of instrument £0.01 £125.0 £75.0 £20.0 

9a Issue price N/A 100% of 
nominal 
amount 

100% of 
nominal 
amount 

100% of 
nominal 
amount 

9b Redemption price N/A Par plus 
accrued but 
unpaid interest 

Par plus 
accrued but 
unpaid interest 

Par plus 
accrued but 
unpaid interest 

10 Accounting classification Shareholders’ 
equity 

Shareholders’ 
equity 

Liability – 
amortised cost 

Liability – 
amortised cost 

11 Original date of issuance 31 March 2015 8 December 
2017 

28 October 
2015 

27 September 
2019 

12 Perpetual or dated Perpetual Perpetual Dated Dated 

13 Original maturity date No maturity No maturity 28 October 
2025 

27 September 
2029 

14 Issuer call subject to prior 
supervisory approval 

No Yes Yes Yes 

15 Optional call date, contingent 
call dates and redemption 
amount 

N/A 8 December 
2022; par 
regulatory/ tax 
call 

28 October 
2020; par 
regulatory/ tax 
call 

27 September 
2024; par 
regulatory/ tax 
call 

16 Subsequent call dates, if 
applicable 

N/A Each reset date 
thereafter 

None None 
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Appendix 3: Own funds disclosures (continued) 
 

Coupons/dividends 

17 Fixed or floating 
dividend/coupon 

Discretionary 
dividend 
amount 

Fixed Fixed Fixed 

18 Coupon rate and any related 
index 

N/A 7.875% fixed 
rate up to (but 
excluding) the 
first reset date 
payable semi-
annually in 
arrears. Reset 
on each reset 
date to relevant 
reset reference 
rate and 
applicable 
margin 

8.5% fixed rate 
up to (but 
excluding) the 
optional call 
date payable 
semi-annually 
in arrears. 
Reset on the 
optional call 
date to the sum 
of the GBP 5-
year swap rate 
plus the reset 
margin payable 
semi-annually 
in arrears 

6.5% fixed rate 
up to (but 
excluding) the 
optional call 
date payable 
semi-annually 
in arrears. 
Reset on the 
optional call 
date to the sum 
of the GBP 5-
year swap rate 
plus the reset 
margin payable 
semi-annually 
in arrears 

19 Existence of a dividend stopper N/A No No No 

20a Fully discretionary, partially 
discretionary or mandatory (in 
terms of timing) 

Fully 
discretionary 

Fully 
discretionary 

Mandatory Mandatory 

20b Fully discretionary, partially 
discretionary or mandatory (in 
terms of amount) 

Fully 
discretionary 

Fully 
discretionary 

Mandatory Mandatory 

21 Existence of step up or other 
incentive to redeem 

N/A No No No 

22 Noncumulative or cumulative N/A Non-cumulative Non-cumulative Non-cumulative 

23 Convertible or non-convertible N/A Non-convertible Non-convertible Non-convertible 

24 If convertible, conversion 
trigger(s) 

N/A N/A N/A N/A 

25 If convertible, fully or partially N/A N/A N/A N/A 

26 If convertible, conversion rate N/A N/A N/A N/A 

27 If convertible, mandatory or 
optional conversion 

N/A N/A N/A N/A 

28 If convertible, specify 
instrument type convertible into 

N/A N/A N/A N/A 

29 If convertible, specify issuer of 
instrument it converts into 

N/A N/A N/A N/A 

30 Write-down features N/A Yes None 
contractual, 
statutory via 
bail-in 

None 
contractual, 
statutory via 
bail-in 

31 If write-down, write-down 
trigger(s) 

N/A Group CET1 
ratio below 
7.00% 

N/A N/A 

32 If write-down, full or partial N/A Fully N/A N/A 

33 If write-down, permanent or 
temporary 

N/A Permanent N/A N/A 

34 If temporary write-down, 
description of write-up 
mechanism 

N/A N/A N/A N/A 

35 Position in subordination 
hierarchy in liquidation (specify 
instrument type immediately 
senior to instrument) 

Additional Tier 
1 instruments 

Subordinated 
debt 

Senior secured Senior secured 

36 Non-compliant transitioned 
features 

No No No No 

37 If yes, specify non-compliant 
features 

N/A N/A N/A N/A 
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Appendix 3: Own funds disclosures (continued) 
 
Table 2: Transitional own funds disclosure template 
 
The table below presents the Group’s position as at 31 December 2019. The table follows the disclosure format 
required by the EBA Implementing Technical Standard on Disclosure for Own Funds, with only items applicable 
to the Group being shown. 
 

Common Equity Tier 1 capital: instruments and reserves  
1 Capital instruments and the related share premium accounts 89.8 

1a of which: Ordinary shares 2.5 

1b of which: Share premium 87.3 

2 Retained earnings 551.9 

6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 641.7 

Common Equity Tier 1 (CET1) capital: regulatory adjustments  
8 Intangible assets (net of related tax liability) (66.6) 

 Adjustments due to IFRS 9 transitional arrangements  22.1 

28 Total regulatory adjustments to common equity tier 1 capital (44.5) 

   

29 Common equity tier 1 capital 597.2 

Additional tier 1 capital: instruments 

30 Capital instruments and the related share premium accounts 124.0 

31 of which: classified as equity under applicable accounting standards 124.0 

36 Additional tier 1 capital before regulatory adjustments 124.0 

44 Additional Tier 1 (AT1) capital 124.0 

   

45 Tier 1 capital 721.2 

Tier 2 capital: instruments and provisions 

46 Capital instruments and the related share premium accounts 94.4 

51 Tier 2 capital before regulatory adjustments 94.4 

58 Tier 2 capital 94.4 

   

59 Total capital 815.6 

   

60 Total risk weighted assets 4,974.5 

   

Capital ratios and buffers 

61 Common equity tier 1 (as a percentage of risk exposure amount) 12.00% 

62 Tier 1 (as a percentage of risk exposure amount) 14.50% 

63 Total capital (as a percentage of risk exposure amount) 16.39% 

64 

Institution specific buffer requirement (common equity tier 1 capital requirement 
in accordance with article 92 (1) (a) plus capital conservation and countercyclical 
buffer requirements, plus systemic risk buffer, plus the systemically important 
institution buffer (G-SII or O-SII buffer), expressed as a percentage of risk 
exposure amount) 

8.00% 

65 of which: capital conservation buffer requirement 2.500% 

66 of which: countercyclical buffer requirement 1.00% 

68 
Common equity tier 1 available to meet buffers (as a percentage of risk 
exposure amount) 

7.50% 

Amounts below the thresholds for deduction (before risk weighting) 

75 
Deferred tax assets arising from temporary differences (amount below 10% 
threshold, net of related tax liability where the conditions in Article 38 (3) are 
met) 

14.9 

Applicable caps on the inclusion of provisions in tier 2 capital 

77 
Cap on inclusion of credit risk adjustments in tier 2 capital under standardised 
approach 

56.49 
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Appendix 4: IFRS 9 transitional arrangements disclosure 
 
The Group has elected to use a transitional approach when recognising the impact of adopting IFRS 9. The 
transitional approach involves phasing in the full impact using transitional factors published in Regulation (EU) 
2017/2395. This permits the Group to add back to their capital base a proportion of the impact that IFRS 9 has 
upon their loss allowances during the first five years of use. The proportion that the Group may add back in 
2019 is 85%. 
 
To illustrate the impact of using this transitional approach, the following table shows the capital, RWA and 
leverage positions with and without the application of transitional arrangements for IFRS 9 or analogous ECLs 
for the Group as at 31 December 2019.   
 

Available capital (amounts) 

1 Common Equity Tier 1 (CET1) capital (£m) 597.2 

2 
Common Equity Tier 1 (CET1) capital as if IFRS 9 transitional arrangements had 
not been applied (£m) 

575.1 

3 Tier 1 capital (£m) 721.2 

4 Tier 1 capital as if IFRS 9 transitional arrangements had not been applied (£m) 699.1 

5 Total capital (£m) 815.6 

6 Total capital as if IFRS 9 transitional arrangements had not been applied (£m) 793.5 

Risk-weighted assets (amounts) 

7 Total risk-weighted assets (£m) 4,974.5 

8 
Total risk-weighted assets as if IFRS 9 transitional arrangements had not been 
applied (£m) 

4,955.5 

Capital ratios 

9 Common Equity Tier 1 (as a percentage of risk exposure amount) 12.0% 

10 
Common Equity Tier 1 (as a percentage of risk exposure amount) as if IFRS 9 
transitional arrangements had not been applied 

11.6% 

11 Tier 1 (as a percentage of risk exposure amount) 14.5% 

12 
Tier 1 (as a percentage of risk exposure amount) as if IFRS 9 transitional 
arrangements had not been applied 

14.1% 

13 Total capital (as a percentage of risk exposure amount) 16.4% 

14 
Total capital (as a percentage of risk exposure amount) as if IFRS 9 transitional 
arrangements had not been applied 

16.0% 

Leverage ratio 

15 Leverage ratio total exposure measure (£m) 8,337.7 

16 Leverage ratio 8.6% 

17 Leverage ratio as if IFRS 9 transitional arrangements had not been applied 8.4% 
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Appendix 5: Relevance omissions 
 
The Group has omitted certain disclosures on the basis that such disclosures are not relevant. These are 
summarised with the rationale in the table below: 
 

CRR Reference High-level summary Omission rationale 

441 Indicators of global systemic 
importance 

Shawbrook Bank is not classified as a G-SII. 
 

442 Credit Risk Adjustments The Group omits disclosures with regard to 
credit risk exposures by industry or 
counterparty type on the basis of materiality 

444 Use of ECAI’s The Group omits disclosures with regard to 
External Credit Assessment Institutions on 
the basis of relevance. No obligors are 
externally rated by External Credit 
Assessment Institutions 

445 Exposure to market risk The Bank does not have a trading book. 

447(a-e) Exposures in equities not included in 
the trading book 

The Bank does not have a trading book. 
 

449 Exposure to securitisation positions 
 

As at 2019 year end, the Group did not have 
any exposure to securitisation positions. 

452 Use of the IRB approach to credit risk 
 

The Group assesses its Pillar 1 credit risk 
requirement under the Standardised 
Approach. 

454 Use of the Advanced Measurement 
Approaches to operational risk 

The Group assesses its Operational Risk 
under the Basic Indicator Approach. 

455 Use of internal market risk models 
 

The Group does not have any permissions to 
use internal models for exposures set out in 
Article 363. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


