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Major Rating Factors
Issuer Credit Rating
BBB+/Stable/A-2

Strengths:

Weaknesses:

• Strong funding and liquidity profile.

• COVID-19, low interest rates, and trade conflicts
create could pressure credit cost and dampen
earnings.

• Established franchises in Asia, Africa, and the
Middle East, with strong international links.
• Stronger risk management and streamlining business
lines could provide some cushion for downside risks.

• U.S.-China tensions could pose uncertainty for its
core business markets, Hong Kong and China.
• Presence in emerging markets increases complexity
of operations and can lead to greater volatility in
earnings.
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Outlook

Standard Chartered PLC
The stable outlook on Standard Chartered PLC (SC PLC) reflects our expectation that the bank can navigate
through a difficult market environment overshadowed by COVID-19, low interest rates, and trade conflicts. This, in
our view, is due to group's focus since 2015 on cleaning up its balance sheet and strengthening its risk
management. Our assessment is also underpinned by SC PLC's strong and stable deposit base, which benefits from
flight to quality in times of market stress. This was evident in March 2020 amid a liquidity crunch in markets. The
group's capital is marginally strong, in our view, but we consider this factor in conjunction with the bank's overall
risk management capabilities. We expect the group to maintain asset quality and credit losses that are broadly
comparable to its peers that are global systematically important banks (G-SIB).

Downside scenario:
We could lower the rating if: (1) the Standard Chartered group's capitalization deteriorates such that the group's
risk-adjusted capital (RAC) ratio moves below 10% for a sustainable period and its asset quality weakens
significantly against its geographically diverse G-SIB peers; or (2) the group's funding or liquidity profile weakens.

Upside scenario:
We believe an upgrade is unlikely over the next 24 months.
We could raise the rating if: (1) the group demonstrates an ability to deliver sustainable profit at a level comparable
to that of its higher-rated peers; (2) the group's RAC ratio improves significantly beyond our current projection of
about 10%, leading us to conclude that the group's capitalization provides a significant buffer against possible
future losses; and (3) the group maintains satisfactory asset quality in line with its peers.

Standard Chartered Bank
The stable outlook on Standard Chartered Bank (SCB) reflects our view that the Standard Chartered group will
maintain its group credit profile over the next 12-24 months. This is based on our expectation that the group will
maintain satisfactory asset quality in line with other geographically diverse G-SIBs and the group will not
experience material decline in its risk-adjusted capital (RAC) over the next two years.
The stable outlook also reflects our view that the group is unlikely to: (1) accumulate substantial additional
loss-absorbing capacity (ALAC) that warrants a second notch of ALAC support; and (2) sustainably improve its
profitability over the next 12-24 months to make its creditworthiness more clearly in line with that of peers we rate
'A+'.

Downside scenario:
We would lower the ratings on SCB if the downside risks we envisage for Standard Chartered PLC materialize.
However, the potential for a downgrade would be limited if the group accumulates 8.5% ALAC on a sustainable
basis at such time.
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Upside scenario:
We believe an upgrade is unlikely over the next 24 months.
We could raise the rating on SCB if the group: (1) demonstrates a business model that is diverse and well
positioned for the changed regulatory and economic environment; and (2) accumulates over 8.5% ALAC on a
sustainable basis. This would likely be exemplified in the situation where the group has much improved and stable
earnings such that its credit strength is comparable to that of 'A+' rated peers.

Rationale
The rating reflects our expectation that the Standard Chartered group's increased focus in the past few years on
risk-adjusted returns, asset quality, concentration risk, and careful selection of target markets could help the bank to
navigate a very difficult operating environment overshadowed by COVID-19, low interest rates, and trade conflicts.
Our assessment is also underpinned by the group's strong and stable deposit base, which benefits from flight to quality
in times of market stress, particularly in Hong Kong and Singapore. This was evident in March this year when there
was a U.S. dollar liquidity crunch.
The group's capitalization is marginally strong, in our view, but we consider this factor in conjunction with the bank's
risk management capabilities, and we expect the bank to maintain asset quality that is comparable to other G-SIB
peers. The completion of Permata sale in May 2020 will improve its capital position although we expect asset quality
deterioration would offset the benefits from the sale.
While uncertainties remain with resurgence in COVID-19 cases in Europe, the U.S., and elsewhere, the pandemic is
under better control in Greater China and North Asia (GCNA) region, which is a main revenue contributor of the group.
Also, despite short-term economic uncertainty, we still see the GCNA region as the long-term growth engine for the
Standard Chartered group. The group is likely to benefit from China's opening of its financial markets and the country's
strong long-term economic prospects.
We rate one of the group's key subsidiaries, Standard Chartered Bank (Hong Kong) Ltd. (SCBHK), one notch above
SCB. This reflects SCBHK's strong credit characteristics (SCBHK's sub-group stand-alone credit profile [SACP] is 'a')
and the potential for extraordinary government support from Hong Kong. This support also benefits SCBHK's rated
subsidiaries, following a restructuring that put the group's Korea, Taiwan, and China subsidiaries under SCBHK in
2019. We believe this streamlining move makes more efficient use of capital and liquidity, and may deliver some
benefits to net interest income by 2021. The benefits from the restructuring could slightly alleviate the hit to the
group's profitability from historically low interest rates.

Anchor:'bbb+' based on the weighted average of SCB's presence in the countries where it operates
SCB's anchor draws on our view of the economic and industry risks in the countries where the bank operates.
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The economic risk score of '4' is based on the weighted average of SCB's private-sector loans to nonbanks in each
country it operates in. About 60% of these loans are to customers in Hong Kong, Singapore, Korea, Taiwan, and the
U.S. These countries have low economic risk scores of '3'. About 15% of loans are to customers in the U.K. (economic
risk score of '4') and the rest are mainly to customers in China, India, the United Arab Emirates, and various countries
in the Middle East and Africa (with economic risk scores of 5 or higher). Of the key countries and regions listed above,
we currently see a negative trend in the U.K., UAE, and U.S. The negative trends in these markets do not drag down
the weighted-average economic risk score and in turn the anchor, given the economic trends in SCB's other key
markets are stable.
Our assessment on the industry risk score of '3' solely reflects the regulatory framework of the U.K., where SCB
domiciles and the jurisdiction responsible for the regulation of the consolidated group. We view the U.K. banking
industry risk trend as stable as we incorporate the strong institutional framework and robust funding profile.
Table 1

Standard Chartered PLC--Key Figures
--Year ended Dec. 31-(Mil. $)

2020*

2019

2018

2017

2016

Adjusted assets

736,556.0

715,108.0

683,706.0

658,488.0

641,973.0

Customer loans (gross)§

279,922.0

270,624.0

254,432.0

257,327.0

238,325.0

Adjusted common equity

36,664.0

37,089.0

36,480.0

39,028.0

37,207.0

Operating revenues

8,163.0

15,646.0

14,952.0

14,601.0

13,739.0

Noninterest expenses

4,734.0

10,707.0

11,647.0

10,417.0

10,211.0

Core earnings

1,328.0

2,373.7

1,023.1

1,449.7

(431.0)

*Data as of June 30. §2018, 2019 & June 2020 adjusted for Monetary Authority of Singapore (MAS) placements, which we treat as central bank
deposits.

Business position: Solid presence in Asia, Middle East, and Africa
We expect the Standard Chartered group to maintain an adequate business position relative to peers with a
comparable geographical outreach and industry dynamics. Standard Chartered group has presence in 59 markets
across six continents, covering four broad business lines of retail banking, corporate and institutional banking,
commercial banking, and private banking. Standard Chartered group has a solid presence in Asia and the Middle East,
and is among the few international banks that has a fairly good presence in Africa, alongside Citibank and Société
Generale. Standard Chartered is designated as a G-SIB, requiring it to maintain 1% additional regulatory capital buffer
by 2023.
We expect the group to maintain its competitive advantage in providing trade finance and cross-border cash
management services to corporate clients, especially in Asia. The group is in the process of combining the operations
of its GCNA and the Association of Southeast Asian Nations (ASEAN) and South Asia into one Asia operation to better
capture the increasing amount of trade and investment flow within the region. The group is also consolidating its Retail
Banking, Private Banking, and Wealth Management into one business unit. We anticipate the group will continue to
invest in its digital capabilities and wealth business to capture opportunities from a growing affluent client base
especially in Asia.
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The group has a long-standing franchise and global network that provides it with a solid customer deposit base. This is
offset by its relatively weak earnings and secondary market position in its major markets. Nonetheless, in our view, the
group's earnings remain well diversified across geographies and segments. This is underpinned by strong
contributions, mainly from Greater China and across corporate and institutional banking and retail banking.
Chart 1
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Chart 2

We compare Standard Chartered with other geographically diverse G-SIBS, including HSBC (group SACP is 'a'),
Barclays PLC ('bbb+'), Bank of America Corp. ('a'), Citigroup Inc. ('a-'), BNP Paribas SA ('a'), ING Groep NV ('a'), Banco
Santander ('a'), Société Generale ('bbb+'), Sumitomo Mitsui Financial Group Inc. ('a'), UBS Group AG ('a') and Unicredit
SpA ('bbb'). All these groups have highly diversified operations, well established franchises, and recurring revenue
lines, similar to Standard Chartered. Out of this peer group, only Barclays and Société Generale also have an adequate
business position assessment like Standard Chartered; the rest have a strong or very strong assessments.
Among the U.K. peers, Standard Chartered is well diversified geographically along with HSBC and Barclays. However,
HSBC has a better business position, given its stronger diversification despite short-term uncertainty on its
restructuring. Barclays is still in the process of leveraging its diversification to achieve sustainably higher profitability,
which can be also subject to volatility due to its higher proportion of business from investment banking.
Like globally diversified banks such as BNP Paribas, Banco Santander, and ING Groep, Standard Chartered group has
highly diversified business operations, well established franchises, and recurring revenue lines. But Standard Chartered
group has a weaker overall business position, given its weaker track record of financial performance.
The Standard Chartered group's profitability is lower among its G-SIB peers. The group's 2020 performance was hit by
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COVID-19, low interest rates, and various uncertainties in the macro environment. We expect it will take the group
much longer to achieve its return on tangible equity (RoTE) of above 10% than the originally planned 2021.
Table 2

Standard Chartered PLC--Business Position
--Year ended Dec. 31-(%)

2020*

2019

2018

2017

2016

Total revenues from business line§ (currency in millions)

8,174.0

15,717.0

15,030.0

14,693.0

14,023.0

Commercial banking/total revenues from business line

22.3

25.0

24.0

26.5

24.7

Retail banking/total revenues from business line

34.7

36.6

37.0

36.3

36.8

Commercial & retail banking/total revenues from business
line

57.0

61.6

60.9

62.8

61.5

Trading and sales income/total revenues from business line

25.5

16.7

15.5

15.4

17.7

Corporate finance/total revenues from business line

6.1

6.7

8.8

9.5

12.8

Payments and settlements/total revenues from business line

9.9

12.3

14.4

12.1

9.8

Other revenues/total revenues from business line

1.6

2.8

0.4

0.2

(1.9)

31.5

23.3

24.3

24.9

30.6

4.8

5.1

2.1

2.5

(0.8)

Investment banking/total revenues from business line
Return on average common equity †

*Data as of June 30. §Includes both operating and non-recurring revenues. We estimate investment banking revenue as a sum of: (1) corporate
finance; and (2) trading and sales income, for which we reflect total revenue from financial markets. †Annualized for 2020.

Capital and earnings: Benefits from Permata disposal is going to be offset by weak earnings
We regard the Standard Chartered group's capital as strong although this year's profit will be depressed due mainly to
higher credit provisions. Based on our projections, the group's RAC ratio will hover at 9.75%-10.25% between
2020-2022. At the same time, the quality of the capital is good, with adjusted common equity making up more than
85% of the total adjusted capital (TAC). The group's RAC ratio for 2019 stood at about 9.8% compared with about
10.1% at end 2018. Our outlook on RAC considers the impact of heightened economic risk in one of the group's
market--India.
We increased India's economic risk score in June 2020 to '7', from '6', which elevated the corresponding S&P Global
Ratings' risk-weighted assets (RWA) for the group in our 2019 RAC calculations and projections.
Our RAC projections account for Standard Chartered group's completion of the Permata sale for Indonesian rupiah
(IDR) 17 trillion (US$1.07 billion), representing US$300 million over the group's carrying value. The completion of the
transaction led to a 50 basis points (bps) uplift in the group's Common Equity Tier-1 (CET1) capital ratio. The group's
CET1 ratio stood at 14.4% as of Sept. 30, 2020.
Our other key considerations and assumptions for 2020-2022 include:
• Net changes in S&P Global Ratings' TAC eligible Tier-1 instruments broadly in line with the group's capital raising
plan.
• Loan growth of low to mid-single digit.
• The group announced in February 2020 it had spent US$242 million on share buybacks.
• Lower operating cost in 2020 with reduced travel expenses and limits on discretionary compensation.
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• Decline in net interest margin (NIM) after the Federal Reserve's rate cut in March 2020. We expect NIM to remain
low in 2021 before starting to recover in 2022.
• Notable deterioration in asset quality, given uncertain macroeconomic conditions. Credit costs to creep up to nearly
1% of loans in 2020, and gradually come down afterwards.
• A small dividend payout of 2020 earnings, but still moderate payout ratios in 2021-2022.
We project return of average assets of 0.3%-0.5% for the group over the next two years, compared with about 0.4% in
2019.
Standard Chartered's revenue for the first nine months of 2020 was hit by significant interest rate cuts and a difficult
business environment under the pandemic but somewhat alleviated by better net fee, commission, trading and other
income. For the same period, the group's operating profit was only down 1% year on year. The group also managed to
keep its expenses in check but elevated provision costs dragged the net profit down by 46% year on year. That said,
we have seen a downward trend in the group's provision cost, from US$956 million in the first quarter of 2020 to
US$611 million in the second quarter, and US$353 million for the third quarter.
While uncertainties remain with resurgence in COVID-19 cases in Europe, the U.S., as well in some other parts of the
world, the GCNA region, a main revenue contributor of the group, has COVID-19 under relatively better control. Also,
despite the short-term economic uncertainty, we still see the GCNA region as the long-term growth engine for the
Standard Chartered group. The group is likely to benefit from China's opening of its financial markets and the country's
strong long-term economic growth prospects.
The Fed's decision to lower interest rate by 150 bps in March has led to notable NIM compression of the group in
second and third quarter of 2020. For the first nine months of 2020, NIM dropped 30 bps year on year to 1.34%. We
expect the NIM compression will continue through the fourth quarter of 2020 and first quarter of 2021. The completion
of the restructuring in Greater China and North Asia in 2019 has allowed for more efficient use of capital and liquidity.
The group expects an annualized benefit of up to US$300 million in net interest income by 2021, which could help to
somewhat alleviate the profitability impact from a low interest rate environment.
Table 3

Standard Chartered PLC--Capital And Earnings
--Year ended Dec. 31-(%)

2020*

2019

2018

2017

2016

Tier 1 capital ratio

16.5

16.5

16.8

16.0

15.7

S&P RAC ratio before diversification

N/A

9.8

10.1

10.4

10.4

S&P RAC ratio after diversification

N/A

11.5

11.8

12.1

11.0

Adjusted common equity/total adjusted capital

87.0

84.1

85.0

85.8

87.2

Net interest income/operating revenues

42.9

49.0

58.8

56.0

56.7

Fee income/operating revenues

19.1

22.5

23.4

24.1

23.5

Market-sensitive income/operating revenues

32.8

22.4

11.0

12.1

15.1

Cost to income ratio

58.0

68.4

77.9

71.3

74.3

0.9

0.7

0.5

0.6

0.5

Preprovision operating income/average assets §
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Table 3

Standard Chartered PLC--Capital And Earnings (cont.)
--Year ended Dec. 31-(%)

2020*

2019

2018

2017

2016

0.4

0.3

0.2

0.2

(0.1)

Core earnings/average managed assets §

*Data as of June 30. §--Annualized for 2020. N/A--Not applicable. RAC--Risk-adjusted capital.

Table 4

Standard Chartered PLC--Risk-Adjusted Capital Framework Data
Exposure*

Basel III RWA

Average Basel III
RW(%)

S&P Global
Ratings RWA

Average S&P Global
Ratings RW (%)

Government & central banks

210,379.0

26,200.0

12.5

13,650.8

6.5

Institutions and CCPs

154,467.0

16,562.5

10.7

39,105.1

25.3

Corporate

308,323.0

106,525.0

34.5

215,617.1

69.9

Retail

128,064.0

37,737.5

29.5

70,302.5

54.9

(Mil. US$)
Credit risk

Of which mortgage

76,635.0

8,875.0

11.6

26,718.9

34.9

Securitization§

15,614.0

10,762.5

68.9

4,879.5

31.3

Other assets†

12,805.0

11,337.5

88.5

18,349.2

143.3

829,652.0

209,125.0

25.2

361,904.1

43.6

--

2,113.0

--

2,746.9

--

1,942.0

4,850.0

249.7

21,847.5

1,125.0

Trading book market risk

--

20,800.0

--

33,504.1

--

Total market risk

--

25,650.0

--

55,351.6

--

--

--

--

28,510.8

--

Exposure

Basel III RWA

Average Basel II
RW (%)

S&P Global
Ratings RWA

% of S&P Global
Ratings RWA

RWA before diversification

--

264,090.0

--

448,513.3

100.0

Total diversification/
concentration adjustments

--

--

--

(64,523.7)

(14.4)

RWA after diversification

--

264,090.0

--

383,989.6

85.6

Tier 1 capital

Tier 1 ratio (%)

Total adjusted
capital

S&P Global Ratings
RAC ratio (%)

Capital ratio before adjustments

43,677.0

16.5

44,096.0

9.8

Capital ratio after adjustments‡

43,677.0

16.5

44,096.0

11.5

Total credit risk
Credit valuation adjustment
Total credit valuation adjustment
Market risk
Equity in the banking book

Operational risk
Total operational risk

Diversification adjustments

Capital ratio

*Exposure at default. §Securitization exposure includes the securitization tranches deducted from capital in the regulatory framework. †Exposure
and S&P Global Ratings’ risk-weighted assets for equity in the banking book include minority equity holdings in financial institutions.
‡Adjustments to Tier 1 ratio are additional regulatory requirements (e.g. transitional floor or Pillar 2 add-ons). CCP--Central counterparty.
RWA--Risk-weighted assets. RW--Risk weight. RAC--Risk-adjusted capital. Sources: Company data as of Dec. 31, 2019, S&P Global Ratings.
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Risk position: Credit costs will likely not normalize until 2023
We anticipate the Standard Chartered group's credit costs will have remained elevated in the fourth quarter of 2020
and only gradually decline in the next two years amid an uncertain operating environment overshadowed by
COVID-19, low interest rates, and trade conflicts. Due to the pandemic and volatility in commodity prices, the group
has experienced a significant rise in credit impairment to a loan loss rate of 74 bps for the first nine months in 2020
compared with 23 bps during the same period in 2019; however, quarter-on-quarter declines in incremental credit
costs ensued after peaking in the second and third quarter. Stage 1 and stage 2 loan impairments stood at US$777
million for the nine months ended 2020, up US$640 million year-on-year. Around half of that was due to conservative
management overlay. Stage-3 loan impairments reached US$1.1 billion, up US$747 million year on year. Stage-3 loans
as a percentage of gross loans and advances increased to 3.2% as of end-September 2020, from 2.7% at the end of
2019, largely driven by a few fraud cases. The stage-three loans witnessed an increase on a quarterly basis, owing to
higher inflows in the group's corporate & institutional banking segment.
However, we expect the group's efforts on derisking its portfolios, tightened underwriting, and its greater emphasis on
risk-adjusted returns than on asset-volume-driven returns since 2015 will help it to navigate this difficult environment.
The bank's overall exposure to vulnerable sectors such as oil and gas, commodity traders, metals and mining, and
aviation, etc. has reduced to US$47.6 billion as of the third quarter of 2020. The group has also increased the
proportion of investment-grade exposures and maintained shorter maturities in its loan portfolio since 2015. This is
also evident in the group's regulatory RWA declining by about 12% to US$267 billion at end-September 2020 from
US$303 billion at end-2015.
Chart 3
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The Standard Chartered group's risk position assessment is similar to that of UBS and Barclays, which have relatively
volatile revenue base given their various investment banking activities, reflecting its weak track record in the past,
albeit improving trends in recent years. This is despite the group's relatively lower investment banking revenue and
stable retail franchise in several key markets. These peers, similar to the Standard Chartered group, maintain a strong
capital base.
Table 5

Standard Chartered PLC--Risk Position
--Year ended Dec. 31-(%)

2020*

2019

2018

2017

2016

6.9

6.4

(1.1)

8.0

(5.7)

20.2

19.4

18.9

17.0

17.4

New loan loss provisions/average customer loans §†

1.1

0.4

0.3

0.6

1.3

Net charge-offs/average customer loans

0.6

0.5

0.6

0.8

1.0

Gross nonperforming assets/customer loans + other real estate
owned ‡§

3.2

2.9

2.9

3.7

4.7

71.8

72.6

66.9

60.5

56.8

Growth in customer loans §†
Total managed assets/adjusted common equity (x)

Loan loss reserves/gross nonperforming assets ‡

*Data as of June 30. †Annualized for 2020. ‡Gross nonperforming assets reflect stage 3 loans+ restructured loans for 2018, 2019 & June 2020
figures, previous years' figures are based on impaired loans + not impaired but over 90-day loans + restructured loans. §2018, 2019 & 30 June
2020 Gross loans adjusted for Monetary Authority of Singapore (MAS) placements which we treat as central bank deposits.

Funding and liquidity: Good track record in managing strong funding and liquidity
We expect the Standard Chartered group's funding and liquidity profile to remain solid over the next 12-24 months.
We compared the group's funding profile with other U.K. banking groups and its liquidity profile with banks globally.
The group's funding and liquidity ratios are the strongest among banks with a global reach, thanks to a strong retail
banking franchise in many markets. The ratio of loans to customer deposits is about 64% as of end-September 2020,
which compares favorably to that of peers, and customer deposits accounted for 59% of total liabilities. Among banks
in the U.K., Standard Chartered group has one of the strongest stable funding ratios, at consistently above 120% since
2010. We believe regulators will continue to allow a fair degree of fungibility among various entities within the group.
The group continues to have strong liquidity, in our view. We expect the group to survive under stressful conditions,
given its deposit franchise in developed Asian markets, including Hong Kong, where its subsidiary is one of the three
note-issuing banks. The group benefits from depositors' flight to quality in times of market stress. This was evident in
March 2020 when a liquidity crunch hit the market. Additionally, the group has comprehensive contingency plans for
adverse conditions. Its liquid assets have been consistently more than double its short-term wholesale funding needs.
We expect the group to maintain liquidity ratios at a similar level over the next two years.
Standard Chartered group's liquidity coverage ratio (LCR) was 142% at the end of the third quarter of 2020. LCR is the
amount of high-quality liquid assets sufficient to meet stressed cash flow over a 30-day period. A very high percentage
of the group's high-quality liquid assets are Level 1 assets, which generally include cash, central bank reserves, and
certain marketable securities backed by sovereigns and central banks, among others. These assets are typically of the
highest quality and the most liquid, and there is no limit on the extent to which a bank can hold these assets to meet
the LCR.
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Table 6

Standard Chartered PLC--Funding And Liquidity
--Year ended Dec. 31-(%)

2020*

2019

2018

2017

2016

Core deposits/funding base

72.5

70.4

71.6

72.1

70.6

Customer loans (net)/customer deposits§

63.8

64.2

62.7

67.0

67.3

Long term funding ratio

81.9

81.5

81.8

81.1

80.6

130.9

130.0

135.0

125.8

124.8

19.5

19.9

19.7

20.6

21.1

2.6

2.4

2.6

2.4

2.4

68.5

64.7

66.7

70.5

69.4

Stable funding ratio
Short-term wholesale funding/funding base
Broad liquid assets/short-term wholesale funding (x)
Short-term wholesale funding/total wholesale funding

*Data as of June 30. §2018, 2019 & June 2020 Gross loans adjusted for Monetary Authority of Singapore (MAS) placements, which we treat as
central bank deposits.

Support: Government support in Hong Kong, ALAC elsewhere
We include one notch for ALAC in the long-term issuer credit ratings on the operating entities of the group, except
SCBHK and its rated subsidiaries namely Standard Chartered Bank (China) Ltd. (SCBC), Standard Chartered Bank
Korea Ltd. (SCBK) and Standard Chartered Bank (Taiwan) Ltd. (SCBT). We believe the group holds healthy bail-in
buffers. The group already meets the known requirement of "minimum requirement of own funds and eligible
liabilities" (MREL) at 28.5% of regulatory RWA by Jan. 1, 2022 (SC PLC estimates its MREL ratio at 30.7% as of June
30, 2020). In our view, the group will continue to maintain an ALAC buffer sufficient for the one-notch support.
Our ALAC estimate is susceptible to our assessment of the group's capital and earnings. This is because the ALAC
estimate considers the capital amount in excess of that required to bring the projected RAC ratio within the range
corresponding to the existing capital and earnings assessment. We calculated the group's 2019 ALAC at about 6.1%,
compared with the 8.5% threshold for a second notch of ALAC uplift. We expect ALAC will have increased to around
6.8% toward the end of 2020.
The holding company has a substantial balance of senior unsecured debt and, together with SCB, has sizable
outstanding subordinated debt. We expect ALAC to accrue to the benefit of senior creditors of the group's main
operating banks, but not to those of SC PLC--being a non-operating holding company whose senior obligations are
unlikely to receive full and timely payment in a resolution scenario.
We raised the threshold for second notch of ALAC uplift by 50 bps to 8.5% because Standard Chartered group
operates through multiple regulated legal entities worldwide, and this may constrain the flexible deployment of ALAC
in a stress scenario. We could extend ALAC uplift to two notches leading to 'a+' group credit profile as long as we
believe that: (1) the group's ALAC will remain well above 8.5% on a sustainable basis; and (2) a higher final rating is
justified relative to peers, backed by sustainable improvement in profitability.
Rather than ALAC, we incorporate Hong Kong government support into the rating on SCBHK and its rated
subsidiaries SCBC, SCBK, and SCBT. SCBHK is rated one notch above SCB, given its 'a' SACP and one notch of uplift
for potential extraordinary support from the Hong Kong government. Our view of the bank's stronger SACP than the
group SACP mainly reflects its well-established market franchise in Hong Kong which equips it with a solid core
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customer deposit base and therefore a strong liquidity buffer. We view the bank to have high systemic importance
reflecting its significant deposit market share and its role as one of the three note-issuing banks in Hong Kong, and a
moderately high likelihood of government support.
Table 7

Summary Of ALAC Calculation As Of Dec. 31, 2019
Dec. 31, 2019

(Bil. US$)

A

Adjusted common equity

B

Hybrids in TAC

C (A+B)

Total adjusted common equity

D

TAC in excess of our 10% threshold

E

ALAC-eligible instruments

27,204.0

of which NOHC senior

17,874.6

of which dated subordinated

13,837.0

of which minimal equity content hybrids
of which intermediate equity content hybrids

F (=D+E)

37,089.0
7,007.0
44,096.0

9.8

0.0

327.0
(1,533)

of which eligible instruments maturing within 12-24 months exceeding
0.5% of S&P RWAs

(3,301.6)

ALAC buffer

27,204.0

S&P Global Ratings RWA*

% of S&P Global Ratings
RWA

6.1

448,513.3

*As per new criteria, but based on parameters at Dec. 31, 2019. TAC--Total adjusted capital. ALAC--Additional loss-absorbing capacity.
NOHC--Nonoperating holding company. RWA--Risk-weighted assets. Source: S&P Global Ratings database.

Environmental, social and governance: In line with peers
Like other globally diverse globally systemic important banks, Standard Chartered operates in a complex environment
and under increased regulatory scrutiny. This makes ESG factors increasingly important, because failing in areas such
as anti-money-laundering, product designs, and sales process can lead to adverse financial and reputational
consequences. Similar to U.K. peers, the group has had governance issues in the past. In particular, it had some issues
relating to sanctions compliance and financial crime controls. In the past few years, it has made good progress in
encouraging better conduct and compliance including stepping up its anti-money-laundering and anti-bribery training.
The U.K. Financial Conduct Authority and U.S. regulators had commented favorably on the group's remediation efforts
and improved culture of compliance when the bank resolved its investigations by the agencies in April 2019. Standard
Chartered is exposed to some sectors that could pose environmental and social risks. In addition to country, sector,
and single-loan concentration limit, it has tightened its financing criteria toward certain industries that can have a
negative environmental and social impact. It has put forth a list of prohibited activities that it will not finance, including
restrictions on child and forced labor, trade in endangered wildlife, and Arctic and tar sands exploration and
production. Standard Chartered also stopped funding new coal-fired power plants.

Group structure, rated subsidiaries
SC PLC is the group's ultimate non-operating holding company. We do not include ALAC notches in the ratings on SC
PLC because we do not believe the group's senior obligations would necessarily receive full and timely payment in a
resolution scenario. As a result, we base our ratings on SC PLC from the 'a-' group SACP. The issuer credit rating on
the holding company is one notch lower than the group SACP, reflecting the holding company's structural
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subordination to its major operating subsidiary bank.
SC PLC operates through multiple regulated subsidiaries. The largest operating entity is SCB, which owns most of the
other regulated entities. We see Standard Chartered Bank (Singapore) Ltd. and Germany-based Standard Chartered
Bank AG as core group members and our ratings on these subsidiaries are equal to the 'a' ALAC-supported group
credit profile.
We regard SCBHK, the group's hub for Greater China and North Asia, as a core subsidiary of the group, but the ratings
are one notch higher than that on SCB. We consider SCBC as a core subsidiary of SCBHK, and our ratings on this
subsidiary is the same as that of SCBHK, based on our view that the Hong Kong government would extend support to
these subsidiaries, if required. We see SCBK and SCBT as highly strategic group members of SCBHK, and our ratings
on these subsidiaries are one notch below that on SCBHK.
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Hybrid issue ratings
We rate hybrid instruments according to their respective features.
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Resolution counterparty ratings
Our 'A+' resolution counterparty rating (RCR) on SCB and Standard Chartered Bank AG is one notch above the
long-term issuer credit ratings on these entities. The RCRs also reflect our jurisdiction assessment for the U.K. and
Germany.
We do not assign an RCR to other subsidiaries mainly because we regard the jurisdictions under which they operate as
either having non-effective resolution regimes or, in the case of Hong Kong, the default risk on senior most liabilities is
supported by the likelihood of extraordinary government support.
An RCR is a forward-looking opinion of the relative default risk of certain senior liabilities that may be protected from
default through an effective bail-in resolution process for the issuing financial institutions. RCRs apply to issuers in
jurisdictions where we assess the resolution regime to be effective and we consider the issuer likely to be subject to a
resolution that entails a bail-in if it reaches non-viability.

Related Criteria
• General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019
• General Criteria: Group Rating Methodology, July 1, 2019
• Criteria | Financial Institutions | General: Methodology For Assigning Financial Institution Resolution Counterparty
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Ratings, April 19, 2018
• Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July 20, 2017
• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017
• General Criteria: Guarantee Criteria, Oct. 21, 2016
• Criteria | Financial Institutions | Banks: Bank Rating Methodology And Assumptions: Additional Loss-Absorbing
Capacity, April 27, 2015
• General Criteria: Principles For Rating Debt Issues Based On Imputed Promises, Dec. 19, 2014
• Criteria | Financial Institutions | Banks: Quantitative Metrics For Rating Banks Globally: Methodology And
Assumptions, July 17, 2013
• Criteria | Financial Institutions | Banks: Banks: Rating Methodology And Assumptions, Nov. 9, 2011
• Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment Methodology And
Assumptions, Nov. 9, 2011
• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009
• Criteria | Financial Institutions | Banks: Commercial Paper I: Banks, March 23, 2004

Related Research
• Global Credit Outlook 2021: Back On Track?, Dec. 3, 2020
• Banking Industry Country Risk Assessment: United Kingdom, Nov. 17, 2020
• United Kingdom 'AA/A-1+' Ratings Affirmed; Outlook Stable, Oct. 23, 2020
• Banking Industry Country Risk Assessment: Hong Kong, May 8, 2020
• Bank Regulatory Buffers Face Their First Usability Test, June 11, 2020
Ratings Detail (As Of January 17, 2021)*
Standard Chartered PLC
Issuer Credit Rating

BBB+/Stable/A-2

Junior Subordinated

BB-

Preference Stock

BB

Senior Unsecured

BBB+

Short-Term Debt

A-2

Subordinated

BBB-

Issuer Credit Ratings History
31-Mar-2016

BBB+/Stable/A-2

26-Feb-2016

A-/Watch Neg/A-2

20-Nov-2015

A-/Negative/A-2

Sovereign Rating
United Kingdom
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Ratings Detail (As Of January 17, 2021)*(cont.)
Related Entities
Standard Chartered Bank
Issuer Credit Rating

A/Stable/A-1

Resolution Counterparty Rating

A+/--/A-1

Certificate Of Deposit

A/A-1

Commercial Paper
Foreign Currency

A-1

Junior Subordinated

BB+

Junior Subordinated

BBB-

Preferred Stock

BB+

Senior Unsecured

A

Short-Term Debt

A-1

Subordinated

BBB

Standard Chartered Bank AG
Issuer Credit Rating

A/Stable/A-1

Resolution Counterparty Rating

A+/--/A-1

Standard Chartered Bank (China) Ltd.
Issuer Credit Rating

A+/Stable/A-1

Standard Chartered Bank (Hong Kong) Ltd.
Issuer Credit Rating

A+/Stable/A-1

Senior Unsecured

A+

Standard Chartered Bank Korea Ltd.
Issuer Credit Rating

A/Stable/A-1

Standard Chartered Bank (London Branch)
Senior Unsecured

A

Standard Chartered Bank (Singapore) Ltd.
Issuer Credit Rating

A/Stable/A-1

Certificate Of Deposit

A/A-1

Standard Chartered Bank (Taiwan) Ltd.
Issuer Credit Rating
Taiwan National Scale

A/Stable/A-1
twAA+/Stable/twA-1+

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable
across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and
debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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