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Update

Summary
Standard Chartered PLC’s (SCPLC) senior unsecured rating of A2 incorporates two notches of
uplift from its Adjusted Baseline Credit Assessment (BCA) of baa1 because of our Advanced
Loss Given Failure (LGF) analysis. The rating does not incorporate any uplift for external
support from SCPLC’s notional BCA of baa1.

RATINGS

Standard Chartered PLC
Domicile

United Kingdom

Long Term CRR

Not Assigned

Long Term Debt

A2

Type

Senior Unsecured - Fgn
Curr

Outlook

Stable

Long Term Deposit

Not Assigned

Please see the ratings section at the end of this report
for more information. The ratings and outlook shown
reflect information as of the publication date.

SCPLC's baa1 notional BCA reflects the BCA of the group evaluated as a single consolidated
entity. The BCA takes into account the group’s stabilized asset quality, as legacy asset-quality
issues have been resolved, and robust capitalization which benefits from profit accretion and
risk-weighted asset (RWA) optimization. Nevertheless, we expect asset quality to deteriorate
and profit growth to weaken in 2020 amid difficult operating conditions as a result of
coronavirus outbreak.
At the same time, the BCA also reflects SCPLC's strong liquidity from the group’s substantial
proportion of short-term trade finance loans and holdings of investment-grade Treasury bills
and debt securities, as well as good funding because of its access to customer deposits.
Exhibit 1

Rating Scorecard - Key financial ratios
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Solvency Factors

Standard Chartered PLC (BCA: baa1)
18%

10%
3.0%

16.4%

0.3%

Asset Risk:
Problem Loans/
Gross Loans

Capital:
Tangible Common
Equity/Risk-Weighted
Assets

Profitability:
Net Income/
Tangible Assets

25.9%

47.9%

0%

5%
0%

Solvency Factors (LHS)

Funding Structure:
Liquid Resources: Liquid
Market Funds/
Banking Assets/Tangible
Tangible Banking Assets
Banking Assets
Liquidity Factors (RHS)

For problem loan ratio and profitability ratio, we present the weaker of (1) the average of the latest three year-end ratios, as well
as the most recent intra-year ratio; or (2) the latest reported figure. For the capital ratio, we use the latest reported figure. For the
funding structure and liquid asset ratios, we present the latest year-end figures. This is consistent with the starting point ratios in
the scorecard.
Source: Moody's Financial Metrics
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Credit strengths
» Strong capital
» Strong liquidity and deposit funding

Credit challenges
» Weakening operating environment to impact asset quality
» Weak profitability because of low revenue growth

Outlook
SCPLC's ratings carry a stable outlook, reflecting our view that the bank's credit fundamentals will remain robust over the next 12-18
months.

Factors that could lead to an upgrade
SCPLC's BCA could be upgraded if the bank's profitability were to increase significantly from the current levels. SCPLC's instrument
ratings could be upgraded if its notional BCA were raised.

Factors that could lead to a downgrade
SCPLC's BCA could be downgraded if the bank's asset quality were to deteriorate materially. The BCA could also be lowered if the
bank's profitability, were to fall to the 2016 levels, without the prospect of a swift recovery.
A downgrade of SCPLC's BCA would likely affect all the ratings assigned to the bank. In addition, SCPLC's deposit and senior debt
ratings could be downgraded if the volume of junior instruments outstanding were to decrease significantly, thereby reducing its
protection from losses.

Key indicators
Exhibit 2

Standard Chartered PLC (Consolidated Financials) [1]
Total Assets (USD Billion)
Tangible Common Equity (USD Billion)
Problem Loans / Gross Loans (%)
Tangible Common Equity / Risk Weighted Assets (%)
Problem Loans / (Tangible Common Equity + Loan Loss Reserve) (%)
Net Interest Margin (%)
PPI / Average RWA (%)
Net Income / Tangible Assets (%)
Cost / Income Ratio (%)
Market Funds / Tangible Banking Assets (%)
Liquid Banking Assets / Tangible Banking Assets (%)
Gross Loans / Due to Customers (%)

12-192

12-182

12-172

12-162

12-152 CAGR/Avg.3

674.7
43.3
2.7
16.4
15.1
1.2
1.8
0.4
69.7
25.9
47.9
67.7

636.9
43.2
3.2
16.7
17.0
1.3
1.5
0.1
73.0
24.4
49.7
67.3

615.0
44.9
3.1
16.0
17.6
1.4
1.4
0.3
73.0
25.2
44.3
77.7

582.4
41.9
3.7
15.6
20.1
1.4
1.2
0.0
74.6
21.0
45.5
69.7

578.0
41.4
4.8
13.7
26.3
1.6
1.3
-0.3
72.9
24.0
45.0
75.3

3.94
1.14
3.55
15.76
19.25
1.45
1.46
0.15
72.65
24.15
46.55
71.55

[1]All figures and ratios are adjusted using Moody's standard adjustments. [2]Basel III - fully loaded or transitional phase-in; IFRS. [3]May include rounding differences because of the scale
of reported amounts. [4]Compound annual growth rate (%) based on the periods for the latest accounting regime. [5]Simple average of periods for the latest accounting regime. [6]Simple
average of Basel III periods.
Sources: Moody's Investors Service and company filings

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Profile
Standard Chartered PLC (SCPLC) is the listed entity and the holding company of the Standard Chartered Group, with its two main
operating subsidiaries being Standard Chartered Bank (SCB, A1/A1 stable, baa21) and Standard Chartered Bank (Hong Kong) Limited
(SCBHK, A1 stable, a3).
In 2019, Standard Chartered Group completed an internal restructuring to change the group's legal organizational structure by
transferring SCBHK under SCPLC from SCB. Furthermore, the group's GCNA operations, namely in China, Korea and Taiwan, which
were previously held by SCB, are now held directly by SCBHK.
Exhibit 3

SCPLC's corporate structure post group reorganization

Source: The bank

The group has operations in 59 markets spanning Asia, Africa and the Middle East, and across business lines that include corporate and
institutional banking, retail banking, commercial banking and private banking, among others.
Corporate and institutional banking, and retail banking are the group's largest revenue drivers, contributing 47% and 34% of the
group's total revenue, respectively, in 2019. By geography, the largest contributors to revenue were the Greater China and North Asia,
and ASEAN and South Asia regions, with contributions of 40% and 28%, respectively, during the same period.
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Exhibit 5

Revenue split by business segment

Revenue split by geography

2019

2019

Commercial
Banking
10%

Private
Banking
4%

Central &
other items
5%

Europe &
Americas
11%

Corporate &
Institutional
Banking
47%

Source: Bank data

Greater China
& North Asia
40%

Africa &
Middle East
17%

Retail
Banking
34%

Central &
other items
4%

ASEAN &
South Asia
28%

Source: Bank data

Detailed credit considerations
Weakening operating environment will impact asset quality
We assign an adjusted baa2 score to SCPLC's Asset Risk to reflect some deterioration in asset quality. Our assessment also factors in
the risks from the material financial markets-related business of the group.
The bank's Stage 3 impaired loans increased marginally to 2.8% of gross loans 2 at the end of March 2020 from 2.7% at the end of
December 2019. We expect impaired loans to increase further in the next few quarters as operating conditions in its key markets
deteriorate because of disruptions caused by the coronavirus outbreak.
Early signs of asset quality deterioration are starting to appear. Loan-loss provisioning costs for the first quarter increased significantly
to 1.4% of average loans on an annualized basis, from 0.34% in 2019. The costs were split evenly between provisioning for newly
formed Stage 3 problem loans and Stage 1 & 2 lower risk loans where provisioning was driven by assumptions of deteriorating future
operating conditions. Half of the Stage 3 provisions taken over the quarter were related to just two large accounts. Loans to aviation,
metals & mining and oil & gas sectors, and to commodity traders made up around half of the high-risk exposures.
The group's asset quality has improved since 2015 as it proactively recognized legacy credit issues while significantly de-risking its loan
book. The group substantially reduced concentrations of loans to single borrowers and sectors, improved portfolio diversity, lowered
the share of unsecured personal loans, and kept loan growth conservative in order to strengthen loan book resilience. As a result, the
share of lower-credit-grade loans in the group's loan portfolio also declined to 27% as of year-end 2019 from 37% as of year-end 2016.
As of the end of 2019, gross customer loans and advances3 accounted for only 41% of SCPLC's tangible assets. The group has
substantial exposures (mostly under one year) to financial institutions, reflecting its trade, interbank placements and large holdings of
liquid assets.
The quality of SCPLC's non-loan assets is good. These assets consist mainly of cash and balances with central banks, from other
financial institutions and securities investments. The group's securities investments portfolio largely consists of Treasury bills and
government debt securities, of which 70% were either rated Aaa or were in the Aa category in 2019.
Capital to remain a key strength
We assign a aa3 score to SCPLC's Capital to reflect our expectation that its capital will remain a key credit strength as the group
continues to manage capital through RWA optimization initiatives and profit accretion.
SCPLC's reported Common Equity Tier 1 (CET1) ratio declined to 13.4% as of the end of March 2020 from 13.8% as of year-end 2019
(2018: 14.2%) because of an increase in RWA driven by higher asset volume. By contrast, the increase in RWA from downward rating
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migration was marginal during the period. We expect higher downward rating migration over the coming months, putting downward
pressure on CET1 ratio.
The group decided not to pay the final dividend for 2019 and interim dividend in 2020 to mitigate the negative impact from the
coronavirus outbreak. The group also suspended the share buyback program, which will help alleviate some pressure on capital.
SCPLC completed the sale of its stake in Indonesian lender Bank Permata Tbk (P.T.) (Bank Permata, Baa3 RUR Up, ba1) on 20 May
2020. Consequently, we expect a positive capital impact and CET1 ratio to remain above 13% over the next 12 to 18 months, within its
13%-14% management target for 2020-21, which is well above the minimum requirement of 10%, including Pillar 1 and 2A minimum
requirements and capital buffers.
SCPLC is well positioned to meet other capital requirements. As of year-end 2019, the group reported a 5.2% leverage ratio (2018:
5.6%).
Profitability will remain a key credit weakness
We assign an adjusted ba1 score to SCPLC's Profitability to reflect our expectation that the sustainable profitability of the bank will
increase over a period of time, driven by an improving operating leverage. However, profitability in 2020 will be negatively impacted by
an increase in credit costs due to the coronavirus related impact, and will see a decline compared to 2019.
In the first quarter of 2020, SCPLC's operating revenues4 increased by 6% year-on-year, in line with the bank's medium-term revenue
growth target of 5% to 7%. The increase in revenue was primarily driven by strong financial markets performance, while most other
segments managed only tepid growth or contraction amid rapid deterioration in operating conditions across Asian emerging markets
as the coronavirus outbreak intensified. We expect continued negative effects over the remainder of the year.
The bank estimates that the 150 basis point cut by the US Federal Reserve, and reductions in interest rates by regional central banks,
will reduce income by about $600 million (amounting to around 19% of 2019 underlying profit before tax on an annualized basis) for
the rest of the year. Management is targeting operating cost efficiencies to compensate for this revenue loss. Nevertheless, the risks to
operating profit growth are firmly to the downside. Further, higher credit costs will weigh on the bank's bottom-line profitability.
SCPLC's extensive presence across key emerging markets in Asia, the Middle East and Africa is a unique value proposition to large
multinational companies and is a source of sustainable competitive advantages. Similarly, its retail operations in Hong Kong, followed
by those in Singapore, are very well-entrenched and highly profitable franchises.
However, the share of these businesses is not very high, with the corporate network business accounting for 27% of RWA, and the
priority and other wealth-related retail businesses accounting for another 7% in 2018. In 2019, the corporate network business
contributed to 57% of overall commercial and corporate investment banking revenue, while the priority related business contributed
to 62% of overall retail banking business revenue. While the quality of revenue will benefit from this strategic focus on competitive
advantages as the bank's corporate network income continues to grow, the overall revenue growth outlook will remains limited.
Although we expect credit costs to be structurally lower compared with the levels seen over 2013-16, credit costs will rise in 2020,
given the bank's exposure to underlying risks from its emerging market operations amid worsening macroeconomic conditions. SCPLC's
annualized credit costs as a percentage of average gross loans rose to 32 bps in 2019 from 22 bps in 2018.
Strong liquidity and deposit funding
We assign a baa3 Funding Structure score and a a1 Liquid Resources score to SCPLC, based on its strong liquidity and deposit funding.
The strength of SCPLC's international network has attracted cross-border trade and enhanced the loyalty of its target customers.
Because of its strong focus on trade finance, a substantial portion of the group's loans are short term and may be liquidated within
months. This flexibility further enhances the group's already-strong liquidity.
As of year-end 2019, 56% of the group's total assets were due to mature within one year, out of which 73% were due to mature within
three months.
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The group holds a large amount of liquid assets in the form of investment-grade Treasury bills and debt investment securities.
Moreover, its excess liquidity is mainly managed in a few key money centers, instead of emerging markets where cross-border fund
transfers may not always be reliable.
SCPLC reported a healthy liquidity coverage ratio (LCR) of 142% for the quarter ended 31 March 2020, only marginally below the 144%
for the quarter ended 31 December 2019. There were some drawdowns on revolving credit facilities from corporate customers, but
management indicated that such drawdowns are slowing as credit markets reopen. We expect funding and liquidity buffers to remain
resilient over the coming quarters.
SCPLC's funding position is strong. Customer deposits5 are its primary source of funding, comprising 61% of its total liabilities as of
year-end 2019. The group's reported gross advances/deposits was 64%, and current and savings deposits constituted 58% of total
deposits in the same period. Such deposits are often sticky.
The group's second-largest source of funding is debt issuance, with senior and subordinated debt accounting for 12% of its total
liabilities as of year-end 2019.
Macro Profile of Strong in line with loan distribution
SCPLC's Macro Profile of Strong is based on the group's geographic loan distribution. There is a significant difference between the
geographic spread of the group's assets and that of its RWA.
A significant proportion of the assets held in geographies such as the UK and the Americas are high-quality liquid assets that carry
low risk weights, which results in a difference in asset distribution and RWA distribution. RWA distribution is a better proxy for risk
distribution and is broadly mirrored in SCPLC’s loan distribution.

Environmental, social and governance considerations
In line with our general view for the banking sector, SCPLC has a low exposure to environmental risks (see our Environmental risk
heat map for further information) and a moderate exposure to social risks (see our Social risks heat map for further information). We
estimate SCPLC's exposure to commodity loans6 was around 8% of its net loans as of year-end 2019. To mitigate potential carbon
transition risks, the group has reduced its risk appetite for carbon-intensive sectors via restrictions on new coal mining clients and
projects, as well as halting trade of coal-based derivative products.
The rapid and widening spread of the coronavirus outbreak, deteriorating global economic outlook, falling oil prices and asset-price
declines are creating a severe and extensive credit shock across many sectors, regions and markets, including the UK banking sector.
We regard the coronavirus outbreak as a social risk under our ESG framework, given the substantial implications for public health and
safety.
Governance is highly relevant for SCPLC, as it is to all participants in the banking industry. SCPLC has been affected by a range of
governance shortfalls, which revealed the lapse of anti-money laundering controls and violations of international sanctions that took
place before 2012. These governance shortcomings led to legal investigations by the US and the UK authorities for financial crimerelated activities and subsequent legal settlements amounting to $1.1 billion in the second quarter of 2019, which hurt the bank's
profitability. However, these are largely legacy issues, and the bank has taken significant measures, including large investments in
systems, to improve internal controls over the past five years, as recognized by various regulators.

Support and structural considerations
Loss Given Failure (LGF) analysis
SCPLC is subject to the European Union's directive on bank recovery and resolution, which we consider an operational resolution
regime.
We assume a residual tangible common equity of 3% and post-failure losses of 8% of tangible banking assets, a 25% runoff in junior
wholesale deposits and a 5% runoff in preferred deposits. We assign a probability of 25% to deposits in preference to senior unsecured
debt.
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The balance sheet at failure, which forms the basis for our Advanced LGF analysis, includes the combined balance sheet of SCPLC and
SCB. At the same time, we exclude deposits and assets owned by the group's overseas subsidiaries, given the fact that they lie outside
the scope of the UK authorities.
SCPLC's instrument ratings are based on the group's forecast liability structure as of year-end 2022 and are consequently notched off
the group's notional BCA.
The large volume of junior debt instruments that could be bailed in during resolution to the benefit of senior creditors at SCPLC, as
well as the large volume of senior unsecured debt at SCPLC itself, reduces the expected loss for these creditors. At the same time, the
A2 rating of SCPLC's senior unsecured debt assumes that a portion of the loss-absorbing debt at the holding company level could be
downstreamed to support SCB’s subsidiaries, thus reducing the buffers available to absorb the losses at SCB.
SCPLC's Baa2 subordinated debt rating reflects our Advanced LGF analysis, which indicates a moderate loss given failure.
SCPLC's Baa3(hyb) junior subordinated debt ratings reflect (1) our Advanced LGF analysis, which indicates a high loss given failure; and
(2) an additional notching to capture the risk of differential probabilities of default across different instruments.
SCPLC's Ba1(hyb) rating for its additional Tier 1 capital securities reflects the group's high CET1/RWA of 13.8% as of year-end 2019.
These instruments are now rated at the non-viability cap of SCB's Adjusted BCA minus three notches. Our rating on high-trigger capital
securities is based on the likelihood of the issuer's capital ratio reaching the conversion trigger, and the probability of a bankwide failure
and loss severity.
Government support considerations
SCPLC's ratings are based solely on its notional BCA and our LGF analysis. These ratings do not include any uplift for external support.
The current policy direction in the UK clearly suggests that the Government of United Kingdom (Aa2 negative) is unlikely to provide
extraordinary support to banks in times of need. Moreover, besides its headquarters in the UK, the group does not operate a material
retail business in the country, thereby making it even less likely that the government would extend support to the group.
Although SCPLC does operate in other jurisdictions with more supportive regulatory approaches, we would expect any support
provided to be ring-fenced to the group's local operations in those jurisdictions. Consequently, although we include market-specific
systemic support in the ratings of a number of SCPLC's subsidiaries and affiliates, such support is not taken into account in rating the
UK-incorporated SCPLC.
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Methodology and scorecard
About Moody’s Bank Scorecard
Our scorecard is designed to capture, express and explain in summary form our Rating Committee's judgment. When read in
conjunction with our research, a fulsome presentation of our judgment is expressed. As a result, the output of our scorecard
may materially differ from that suggested by raw data alone (though it has been calibrated to avoid the frequent need for strong
divergence). The scorecard output and the individual scores are discussed in rating committees and may be adjusted up or down to
reflect conditions specific to each rated entity.

Rating methodology and scorecard factors
Exhibit 6

Standard Chartered PLC
Macro Factors
Weighted Macro Profile

Strong

Factor
Solvency
Asset Risk
Problem Loans / Gross Loans
Capital
Tangible Common Equity / Risk Weighted Assets
(Basel III - fully loaded)
Profitability
Net Income / Tangible Assets

100%
Historic
Ratio

Initial
Score

Expected
Trend

Assigned Score

Key driver #1

Key driver #2

3.0%

a3

←→

baa2

Long-run loss
performance

Market risk

16.4%

aa3

←→

aa3

Capital retention

Expected trend

0.3%

ba3

←→

ba1

Expected trend

Return on assets

Combined Solvency Score
Liquidity
Funding Structure
Market Funds / Tangible Banking Assets

25.9%

Liquid Resources
Liquid Banking Assets / Tangible Banking Assets

47.9%

Combined Liquidity Score
Financial Profile
Qualitative Adjustments
Business Diversification
Opacity and Complexity
Corporate Behavior
Total Qualitative Adjustments
Sovereign or Affiliate constraint
BCA Scorecard-indicated Outcome - Range
Assigned BCA
Affiliate Support notching
Adjusted BCA

a3

baa1

baa3

←→

a1

←→

baa1

baa3
a1

Deposit quality
Stock of liquid assets Quality of liquid assets

baa1
baa1
Adjustment
0
0
0
0
Aa2
a3 - baa2
baa1
0
baa1

Balance Sheet is not applicable.
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Debt Class

De Jure waterfall De Facto waterfall
Notching
LGF
Assigned Additional Preliminary
LGF
Notching Rating
Instrument Sub- Instrument SubDe Jure De Facto Notching
Guidance notching
Assessment
volume + ordination volume + ordination
vs.
subordination
subordination
Adjusted
BCA
Senior unsecured holding company debt
1
1
a2
Dated subordinated holding company
-1
0
baa2
debt
Junior subordinated holding company
-1
-1
baa3
debt
Holding company non-cumulative
-1
-2
ba1
preference shares
Instrument Class
Senior unsecured holding company debt
Dated subordinated holding company
debt
Junior subordinated holding company
debt
Holding company non-cumulative
preference shares

Loss Given
Failure notching

Additional Preliminary Rating
notching
Assessment

Government
Support notching

Local Currency
Rating

1
-1

1
0

a2
baa2

0
0

A2
Baa2

Foreign
Currency
Rating
A2
Baa2

-1

-1

baa3

0

Baa3 (hyb)

Baa3 (hyb)

-1

-2

ba1

0

Ba1 (hyb)

Ba1 (hyb)

[1]Where dashes are shown for a particular factor (or sub-factor), the score is based on non-public information.
Source: Moody’s Investors Service
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Ratings
Exhibit 7

Category
STANDARD CHARTERED PLC

Outlook
Baseline Credit Assessment
Adjusted Baseline Credit Assessment
Senior Unsecured
Subordinate
Jr Subordinate
Pref. Stock Non-cumulative

Moody's Rating

Stable
baa1
baa1
A2
Baa2
Baa3 (hyb)
Ba1 (hyb)

STANDARD CHARTERED BANK

Outlook
Counterparty Risk Rating
Bank Deposits
Baseline Credit Assessment
Adjusted Baseline Credit Assessment
Counterparty Risk Assessment
Senior Unsecured
Subordinate
Jr Subordinate -Dom Curr
Other Short Term

Stable
A1/P-1
A1/P-1
baa2
baa1
A1(cr)/P-1(cr)
A1
Baa2
Baa3 (hyb)
(P)P-1

STANDARD CHARTERED BANK (SINGAPORE)
LIMITED

Outlook
Counterparty Risk Rating
Bank Deposits
Baseline Credit Assessment
Adjusted Baseline Credit Assessment
Counterparty Risk Assessment
Issuer Rating
Commercial Paper

Stable
Aa3/P-1
A1/P-1
a3
a3
Aa3(cr)/P-1(cr)
A1
P-1

Source: Moody's Investors Service

Endnotes
1 The bank ratings shown in this report are the bank’s deposit rating, senior unsecured debt rating (where available) and Baseline Credit Assessment.
2 Gross loans include reverse repurchase agreements with customers.
3 Gross customer loans and advances include reverse repurchase agreements.
4 Adjusted for shifts in debt valuations, and on a constant currency basis
5 Deposits exclude repurchase agreements and other similar secured borrowing.
6 Commodity loans consist of exposures to the energy and mining and quarrying sectors, as disclosed in its year-end 2019 annual report (page 181).
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