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About us
We are a leading international banking group, with around
84,000 employees and a 150-year history in some of
the world’s most dynamic markets. We bank the people
and companies driving investment, trade and the creation
of wealth across Asia, Africa and the Middle East. Our
heritage and values are expressed in our brand promise,
Here for good.
Standard Chartered PLC is listed on the London and
Hong Kong Stock Exchanges as well as the Bombay
and National Stock Exchanges in India.

About the report
On 19 July 2015, we announced a reorganisation of our business.
Our three client businesses supported by five product groups were
simplified, with each product now reporting into the client segment
with which it has the most relevant connection: Corporate and
Institutional Banking includes Transaction Banking, Corporate
Finance and Financial Markets; Commercial and Private Banking
includes Wealth Management; and Retail Banking includes Retail
Products. We also announced a rationalised geographic structure,
reducing our eight regional businesses to four. These changes were
implemented from 1 October 2015, and will be reflected in our 2016
Annual Report and Accounts.

Enhancing this report
In line with global developments in reporting, we no longer publish
a separate sustainability review. Instead, sustainability reporting
is embedded across the Annual Report and Accounts, reinforcing
our commitment to sustainability as the foundation of our business.

Unless another currency is specified, the word ‘dollar’ or symbol ‘$’ in this
document means US dollar and the word ‘cent’ or symbol ‘c’ means onehundredth of one US dollar.

includes Singapore, Malaysia, Indonesia, Brunei, Cambodia, Laos, Philippines,
Thailand, Vietnam, Myanmar and Australia.

Within this document, the Hong Kong Special Administrative Region of the
People’s Republic of China is referred to as Hong Kong; The Republic of Korea is
referred to as Korea or South Korea; Greater China includes Hong Kong, Taiwan,
China and Macau; North East Asia (NEA) includes Korea, Japan and Mongolia;
Middle East, North Africa and Pakistan (MENAP) includes the United Arab Emirates
(UAE), Bahrain, Qatar, Lebanon, Jordan, Saudi Arabia, Egypt, Oman, Iraq and
Pakistan; South Asia includes India, Bangladesh, Nepal and Sri Lanka; and ASEAN

Content symbols
Further information is available where you see these icons:
Additional information can be found within the report
More information is available online

Standard Chartered PLC is headquartered in London where it is authorised by
the Prudential Regulation Authority (PRA) and regulated by the Financial Conduct
Authority and PRA. The Group’s head office provides guidance on governance
and regulatory standards. Standard Chartered PLC stock codes are: HKSE 02888;
LSE STAN.LN; and BSE/NSE STAN.IN.

For more information please visit sc.com
Explore our insights and comment on our blog
at sc.com/beyondborders
Follow Standard Chartered on:
@StanChart
linkedin.com/company/standard-chartered-bank
facebook.com/standardchartered
Cover: Menara Standard Chartered (our head office in Malaysia) is located within the Golden Triangle commercial district of Kuala Lumpur
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Operating income 2 $million

(105)%

11.2

Profit before
taxation $million

(15)%

18,671

Strategic report

Normalised return
on equity1 %

Group overview

Our performance
Repositioning the Group in a challenging environment

(136)%

6,064

18,236
15,439

4,235

7.8

(0.4)
2013

(1,523)

2015

2014

2013

Total assets $million

Normalised earning
per share1 cents

(12)%
674,380

194.23

725,914

2015

2014

2013

2015

2014

Dividend per share4 cents

(105)%

81.93

81.93

(83)%

640,483
138.93

(6.6)
2013

2015

2014

2013

Liquid asset ratio 5 %
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Advances-to-deposits ratio 6 %

2014

2015
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Operating income by segment $million
56%
Corporate &
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8,696

35%
Retail Clients
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5%
Commercial
Clients
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3%
Asset and
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1. Results on a normalised basis reflect the results of Standard Chartered PLC
and its subsidiaries (the ‘Group’) excluding items presented in note 14 of the
financial statements
2. Excludes own credit adjustment of $495 million (2014: $100 million), net gains on
business disposals of $218 million (2014: $2 million loss) and $863 million valuation
losses in respect of credit valuation and funding valuation adjustment
3. Prior years’ earnings per share amounts and interim and final dividend per share
amounts declared and paid prior to the rights issue in November 2015 (including
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2015 interim dividend per share) have been restated as explained in note 44
of the financial statements
4. Represents the total dividend per share for the respective years together
with the interim dividend per share declared and paid in those years
5. Further details on liquid asset ratio are set out on page 192
6. Further details on advances-to-deposits ratio are set out on page 192
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Chairman’s statement
Taking action to restore shareholder returns

T
 he Board is confident in the Group’s
compelling opportunities and that
Bill Winters and the Management Team
have the necessary focus to weather
the current headwinds, and reposition
the Group for the future
Sir John Peace, Chairman
Normalised earnings per share

-6.6 cents
2014: 138.9 cents

2015 was a challenging year. While our 2015 financial
results were poor, they are set against a backdrop
of continuing geo-political and economic headwinds
and volatility across many of our markets as well
as the effects of deliberate management actions.
Our share price performance has also been disappointing,
underperforming the wider equity market which has
seen broad declines driven largely by the same
macroeconomic concerns.

Dividend per share

13.7 cents
2014: 81.85 cents

in our Retail presence in focus cities, growing the contribution
to the Group from Private Banking and Wealth Management
as well as from Africa, and remaining at the forefront of the
internationalisation of the renminbi.
Board changes

As part of the multi-year Board refresh that started in 2011 –
aimed at streamlining the Board while ensuring an optimum
mix of tenure, experience, diversity and geographic knowledge
2015 was also, in many ways, a watershed where we embarked – we have announced a number of further changes to our
on a clear path under a refreshed Management Team, led by Bill Board. With these changes, the size of the Board has now
Winters. Our strategy, announced in November 2015, prioritises been reduced to 14 members, as we set out in February 2015.
returns and the allocation of capital and investment to areas in
Ruth Markland and Paul Skinner, two of our longest-standing
which we have a long-term competitive advantage. We will fund independent non-executive directors, stepped down from the
much of this investment through efficiencies found elsewhere.
Board on 31 December 2015. Dr Lars Thunell, independent
My clear and singular focus, which is shared by the Board and
non-executive director and Chair of our Board Risk Committee,
the Management Team, is to deliver these comprehensive
has also decided to step down from the Board. As announced
actions, which we believe will restore the Group’s performance. in January of this year, Lars will be replaced as the Chair of
the Risk Committee by David Conner, who joined the Board
The Board is confident in the Group’s compelling opportunities
as an independent non-executive director on 1 January 2016.
and that Bill Winters and the Management Team have the
On behalf of the Board, I would like to thank Ruth, Paul and
necessary focus to weather the current headwinds, and
Lars for their significant contributions to the Group, and to
reposition the business for the future. Our markets remain
welcome David to the Board.
attractive through the medium and long term, our franchise
is hard to replicate and we remain well positioned to support
Additionally, after 26 years in the bank, Mike Rees has taken
wealth creation in Asia, Africa and the Middle East. We are not
the decision to retire from the Group and will step down from
looking for a short-term fix, but building methodically on the
the Board and his role as the Deputy Group Chief Executive
foundations of a strong balance sheet, growing markets, and a
effective 30 April 2016. Mike has made a major contribution to
vibrant and ethical organisational culture. A lot of actions have
Standard Chartered over the years, and more recently provided
been started in a short time, which Bill will cover in his review
valuable support to the Board and the Management Team in
of the year. However, we are under no illusions that a lot more
shaping and executing our strategy.
needs to be done.
These changes, together with the arrival in April last year
With the support of shareholders, the Group now has a capital
of Gay Huey Evans and Jasmine Whitbread, mean that the
ratio in our targeted range. From this strong foundation, the
Board will consist of the Chairman, two executive directors,
Management Team has taken significant action to reduce
Bill Winters and Andy Halford, and 11 non-executive directors.
costs, and plans to deliver $2.3 billion more savings by the
Finally, as I indicated at the start of 2015, it remains my intention
end of 2018. These cost savings are creating capacity for
to step down from the Board during the course of 2016. Naguib
investments to enhance our conduct and compliance systems
Kheraj, the Group’s Senior Independent Director, is leading the
and processes, and to provide a better experience for our
search for the next Chairman. Until a successor is appointed,
clients. The strategy to reposition the Group is also underway,
I will focus on supporting the strategic transformation that we
including action to liquidate assets beyond our tightened risk
have set in motion, and on ensuring that the challenges in the
tolerance while growing businesses that the Board believes
markets do not deter us from making the right decisions for the
offer a compelling opportunity for sustainable long‑term
long-term value of the franchise. The Board and I will provide
performance. We are actively investing to build greater depth
4
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all possible support to Bill and the Management Team
as they continue to execute the strategy.
Dividend
In light of recent performance and the newly announced
strategic actions, including the £3.3 billion rights issue
completed at the end of last year, the Board confirms its
previously announced decision that no final dividend will be
paid for the financial year ending 31 December 2015. The total
dividend for 2015 will be 13.7 cents per share as declared with
the half-year results and paid to shareholders on 19 October
2015, and as adjusted for the rights issue.
The Board recognises the importance of dividends to
shareholders, and believes in balancing returns with investment
in the franchise to support future growth, while preserving
strong capital ratios. The size of any future ordinary dividends
will be a function of future earnings and our capital position
relative to regulatory and market expectations. Subject to these
factors, the Board intends to declare a dividend on Ordinary
Shares in respect of the 2016 financial year.
People and pay

It is in uncertain times such as these that, through generations,
the Group has set itself apart by managing for the long term
and not being unduly distracted by near-term cycles. In this
uncertain environment it is all the more important that we
execute on the strategy. We have a clear path to follow, an
experienced, high-quality Management Team and Here
for good, our brand promise, firmly embedded in our culture.
The Board is determined that the Group continues to adapt
to the changing external environment and to realise fully the
opportunities that are present in and between our markets.
Finally, I would like to thank our clients and shareholders for
their continued support and also our staff for their tremendous
effort and dedication to Standard Chartered through a
challenging period.

Sir John Peace
Chairman
23 February 2016

For several consecutive years, reflecting recent poor financial
performance, the Group has reduced the amounts paid out
in incentives to staff. At the end of 2015, a large portion of
the Group’s senior management left the bank as part of our
restructuring. The successful execution of our strategy over the
coming years will rely on the dedication and commitment of the
remaining staff, who are highly sought after by our competition.
It is therefore important that we pay competitively, while
maintaining the discipline of only rewarding good performance
and good behaviours. The Group’s remuneration decisions
have been made in light of these factors. Accordingly, the
annual incentive payments for 2015 are down by 22 per cent
year-on-year, with no payments to the executive directors for
2015. Since 2011, annual incentives have fallen by 41 per cent.
The successful execution of our strategy will allow us to improve
shareholder returns significantly from a strengthened capital
base. To help drive this outcome, the Group has introduced a
new long-term incentive plan for our senior management staff,
including the Management Team. We believe it is right that our
most senior staff are not rewarded for the performance in 2015,
but clearly incentivised to execute our strategy and to create
real, sustained shareholder value. The value of the plan will only
pay out if the Group has made substantial progress towards
our returns and other strategic objectives by 2018. We believe
that this will link closely the remuneration of the Group’s senior
management to the value generated for shareholders. Specific
proposals in relation to executive directors will be presented to
shareholders for their approval at the Annual General Meeting
on 4 May.
Summary
There remains a broad range of macroeconomic uncertainties
and challenges in the global economy, including the rebalancing
of China’s economy, the impact of lower commodity prices, and
ongoing geo-political tensions. While we cannot control many
of these developments, you should expect us to continue to
reduce our sensitivity to adverse trends, while we support our
clients and invest in improving the Group’s systems, staff
resources and processes, in part so that we can be a leading
force in the fight against financial crime.
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Group Chief Executive’s review
A relentless focus on execution

W
 e have made substantial strides
in securing the Group’s foundations,
we continue to take action to get leaner
and more focused, and we are creating
capacity to invest
Bill Winters, Group Chief Executive
I admired Standard Chartered from the outside for years.
I recognised a bank with a differentiated franchise in
some of the world’s most exciting markets; a bank with
outstanding client relationships and bankers who
preserve and promote those relationships; a bank with
a comprehensive set of products which are directly
relevant to the clients it serves. Having now spent almost
nine months at the helm, I am delighted to share my view
that my perceptions from the outside are fully correct.
It is clear that we have real challenges to fully realise our
potential – challenges we created for ourselves and those
produced by a difficult external environment. Our Management
Team and I have undertaken the root-and-branch review that
I promised when I first joined, and sought to address every
issue we have identified. With the launch of our strategy in
November 2015, I am committed to demonstrating real
discipline in execution and, starting from now, will update
on our progress at each set of results.

Our strategy, announced in November 2015, will address
our performance issues and reposition our business on a
strengthened platform. We have made good progress in a
number of areas, though there is much work still to do during
2016 and beyond. The strategy’s three core priorities are to
secure our foundations, get lean and focused and invest and
innovate in our franchise.
By executing our aggressive transformation programme,
we will position the Group for much improved profitability and
create the capacity to continue to invest in our key areas of
strength. We are investing into areas such as the role we play
in the ongoing opening of China, our differentiated presence
in Africa, and our strong position serving the rising affluent
populations in our markets.
Securing the foundations

During 2015, and in particular since November 2015, we have
built a stronger and more diverse balance sheet. We have
The economic and geo-political backdrop for the Group clearly organised the Group to be more efficient, assigning clearer
deteriorated over 2015 and has not improved into 2016. Chinese accountability for results. Our strong balance sheet and
equity markets have been increasingly volatile, impacting sentiment clearer structure will underpin our ability to achieve our goals, in
around the world, and commodity markets have plumbed new
particular at a time when the external conditions are challenging.
lows. This combination of headwinds has had an impact on our
• In July 2015, we reorganised the Group around a new and
performance, in particular in the second half of last year.
simpler organisation structure, stripping out duplication and
inefficiency and shifting greater accountability for performance
However, the weakness in our performance in 2015 is also partly
to business and regional managers. While this simplification
the result of deliberate management actions. We have accelerated
substantially reduces our cost base, the primary benefit is our
the necessary repositioning of our main businesses, tightened
ability to clarify accountability and improve decision-making
risk tolerances, reduced and liquidated risk concentrations, and
speed and quality
restructured our organisation, including a significant reduction
in staff numbers. The immediate impact of these actions has
• The Management Team was completed with the hiring of
been reduced income following business disposals and asset
Mark Smith as the new Group Chief Risk Officer in January
reductions, upfront costs to gain future efficiencies, and higher
2016, and Simon Cooper who joins to head our Corporate
levels of impairment. These actions impacted our profits in 2015,
and Institutional Banking business in April 2016. Both Mark
but they were essential to secure the foundations and to
and Simon have significant global experience and deep
reposition us for stronger returns and achieve our ambition
knowledge of our businesses
of at least 8 per cent return on equity (ROE) by 2018 and
10 per cent by 2020.
• With strong shareholder support of our rights issue, we
strengthened our financial position, delivering a Common
The challenging external environment is not an excuse for our
Equity Tier 1 capital ratio of 12.6 per cent, temporarily
performance. We are not unwitting victims. Rather, the external
suppressed by our restructuring initiatives, a liquid asset
challenges increase our urgent need to take all necessary
ratio of 30.9 per cent and a leverage ratio of 5.5 per cent
steps to address the structural and operational issues we
have identified as critical to improving returns. During 2015,
• We outlined a tightened risk tolerance covering every area
of the Group, including operational risk, conduct risk, market
we stepped up our cost reduction targets, built more capital,
risk and credit risk. As a result, we identified a portfolio
reduced risk exposures ahead of many of our competitors,
of around $20 billion of risk-weighted assets (RWAs) that
and maintained an acute focus on returns. In this environment,
includes a small number of exposures that have, over recent
these are the essential priorities that will ensure we stay fit and
years, made the Group more sensitive to idiosyncratic risks.
able to take advantage of attractive opportunities as they become
These positions are being assertively managed out. With
available, and when other banks may be less able to react.
6
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exposures that are more diverse and less concentrated,
the remaining portfolio should be less sensitive to adverse
economic and credit cycles

• We have made progress on identifying and optimising

$50 billion of low-returning relationship RWAs in Corporate and
Institutional Banking and Commercial Banking. Early indications
suggest that a significant proportion of these relationships can
be retained at materially improved returns. We are aiming to
complete this exercise within the next 18-24 months

• Finally, we highlighted two markets for specific focus.

One is Indonesia where we will continue to explore the best
way to achieve a single, properly scaled entity, via the merger
of our two entities or through selling one or the other. The
second is Korea, where we launched a Special Retirement
Plan covering over 1,000 staff exits with annualised savings
of over $100 million per annum. We have also started to
reshape our branch network through our new association
with Shinsegae. Our returns in Korea remain challenging but
we are determined to reduce our losses there and return the
business to profitability

Our Corporate and Institutional Banking clients value our
services, a fact reinforced by early progress in our RWA
optimisation exercise to either reduce RWAs or manage up
the returns on a portfolio of approximately $40 billion RWAs.
We have differentiated offerings in products that deliver good
returns and in markets that will resume strong growth once
through the current period of economic consolidation. We win
a good proportion of regional cash management and financing
mandates across our markets. We are leading the expansion
of renminbi services across the world. And we have deep
local-currency financial markets knowledge and capabilities.
We have been repositioning our balance sheet so that the
underlying strengths of our business become our areas of focus,
reducing the distraction of volatile and adverse impairments.
Our management and staff are well aware of the required
changes and are operating at full speed to reposition our
business and improve our returns.
Overhauling Commercial Banking

Our Commercial Banking business is very uneven across our
markets with some presences more established than others.
Collectively, our restructuring actions have cost $1.8 billion
Overall performance has been poor with high loan impairments
so far. We remain confident in the original estimated cost for
and weak income. To address a prior lack of focus on this
our planned restructuring of around $3 billion.
client base, we created the Commercial client segment in
There is clearly more work to do to restructure these portfolios
2014 with the larger corporate clients coming out of our Retail
and to demonstrate the financial benefit, but we are making
business and the smallest of our Corporate & Institutional
good progress and believe these actions will deliver sustainable Clients. At the end of 2015, we roughly doubled the size of the
improvements in returns over time.
segment by adding Local Corporate Clients from Corporate and
Institutional Banking. We have established Commercial Banking
Getting lean and focused
as a focused division of small and medium-sized corporate
clients whose needs are substantially local but who can
In addition to the immediate actions on the Group’s foundations,
leverage the Group’s strong cross-border capabilities. We are
we have also made significant progress in reducing costs and
rebuilding a consistent coverage and risk management
improving efficiency. Our early efforts have resulted in Group
organisation model to deal with this client base.
operating costs, excluding the UK bank levy and regulatory
costs, reducing by 7 per cent year-on-year. As part of our
We have put a management structure in place for Commercial
ongoing cost management, we also launched a Group-wide
Banking with experienced regional managers and we are
redundancy exercise as part of the planned restructuring, which substantially upgrading our credit risk approach. We exited the
was largely completed at the end of the year.
former small and medium-sized enterprise business in the UAE
and will continue to reduce operational risk through the completion
We have identified opportunities for future savings, launched
of our customer due diligence remediation programme.
our key investment initiatives and accelerated the transformation
To improve returns, we will upgrade or exit almost $10 billion
of each of our client segments. We have aligned key support
of low returning RWAs, close to one-quarter of this client base.
functions closely with business managers, giving the members
of our Management Team the ability to manage their businesses From these secure foundations, we are looking to build the
from end to end – improving efficiency and accountability.
Commercial Banking business of our future. We continue
In 2015, we announced a new organisation structure, including
to build out our network proposition, partnering with our
reducing the current eight geographic regions to four and
Corporate and Institutional Banking business to bank their
aligning key products with their most appropriate client
buyers and suppliers. Finally, the Commercial Banking team,
segment. We also made several client transfers, notably
has a renewed focus on expanding the client base with almost
combining Local Corporate Clients with our Commercial
3,000 new customers added across the network in 2015.
Clients. Each of these changes will only be reflected in our
Given our starting point, there is no quick solution to achieving
disclosures from the 2016 financial year. However, a
sustainably better returns from this segment. However, with
restatement of prior periods will be provided early in 2016.
a consistent and client-focused approach, we will build a
competitive business that leverages the best of Standard
Building returns in Corporate and Institutional Banking
Chartered to serve this important client base in our markets.
The returns we are currently earning from Corporate and
Institutional Banking are well below the 10 per cent minimum
Transforming Retail Banking
threshold we have set for each of our businesses. Returns have
Our Retail Banking transformation is well under way and has
been impacted by loan impairments, income pressures and high
continued to make good progress in 2015. We have taken
expenses as a proportion of income. We are acting on concrete
upfront charges of some $400 million to reduce ongoing costs,
plans to address each component of the profitability challenge.
notably in Korea, and are investing to build a much more robust,
Our core Corporate and Institutional Banking business is
efficient and nimble systems infrastructure across the Group.
profitable and will grow in a less severe external environment.
In many of our markets, our brand resonates with the growing
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affluent and emerging affluent client segments and we will
invest to reinforce that brand. This, combined with a plan to
deepen our presence in core cities where there is a large and
growing affluent client base, is powering the growth of Priority
Clients. Excluding transfers of clients into Priority, this client
sub-segment grew income by over 10 per cent year-on-year.
Priority Clients contributed 35 per cent of Retail Clients income
in 2015, up from 27 per cent in 2014.
Our Retail business in core cities, excluding China and Korea,
already generates equity returns well in excess of 10 per cent.
We aim to replicate this success across the rest of our focus
cities via selective investment and disciplined optimisation of
branches. Where we cannot see a route to improved returns
in an acceptable timeframe, we will scale down or exit our
presence in cities and markets.
As mentioned above, we have taken action to manage
our expense base in Korea and focus on growth through
operational improvements and our cooperation with Shinsegae.
Nevertheless, we expect our Korean retail operation to be
challenged for some time.
Over the course of 2016, we will implement the first stages
of our infrastructure overhaul, driving improved efficiency and
service quality. We will substantially improve our digital offerings
both at the point of client interface as well as through our
operational processes. Taken together, we are confident that
delivery against these targets will drive returns and growth
to strong levels over the next three years.
Investing in Private Banking and Wealth Management
We have an outstanding distribution platform for wealth products
delivered through our Retail and Private Banking segments.
We will substantially increase our investment in both the Wealth
platform and the Private Banking coverage channels in addition
to the Retail investments mentioned above. Our primary focus in
Wealth Management is to upgrade our infrastructure to improve
our digital offering and service quality. We will seek to grow our
assets under management sourced through our Private Bank
by increasing the number of relationship managers, increasing
the number of clients sourced through our corporate
relationships and upgrading appropriate Retail Clients.

We have invested significant amounts in people and into our underlying
conduct and compliance infrastructure

and compliance infrastructure with a total cost in 2015 of over
$1 billion, up 40 per cent year-on-year. We continue to cooperate
fully with the US authorities and the Financial Conduct Authority
in their ongoing investigations. As we stated in November 2015,
we remain unable to determine when these investigations will
conclude or the size of any potential fines that might result.
We will provide further updates in due course.
Summary and outlook
We have a good and valuable franchise, core financial strength,
outstanding client relationships, and the right team of people.
We have made substantial strides in securing the Group’s
foundations, we continue to take action to get leaner and
more focused, and we are creating capacity to invest.

Given current market conditions and the early stage of
implementation of our strategy, we expect the financial
performance of the Group to remain subdued during 2016.
We will continue to take the necessary and sometimes painful
actions to reposition the Group for returns and disciplined
growth. We will increase the value of our franchise through
the relentless focus on execution that we set out alongside
We have real competitive advantages in these business areas.
our strategy announced in November 2015. We will continue to
Our strong Wealth Management platform, local presence, strong balance support for strong, high-returning clients with discipline
brand and advice capabilities position us very well versus local
on our tightened risk tolerances. We will continue to take out
and global competition. The underlying demographic trends
substantial costs and invest much of these savings into the
make this a particularly natural place for investment.
future of the Group. We will also retain a strong balance sheet
which both protects us from economic volatility and positions
Our 2015 performance was severely impacted by a concentrated
credit loss of $94 million in the first half. We have reviewed, and will us for future opportunity when conditions allow.
continue to strengthen, our credit process to avoid a repeat. Our
Finally, I would like to thank our clients, all the staff at Standard
revised business model will focus less on concentrated lending
Chartered and you, our shareholders, for your support. The past
and more on the distribution of Wealth Management products
year has been tough for everyone in the Group and for all of us
and advice. As such, we began our investment process in 2015,
as shareholders. We are the custodians of a fabulous franchise
announcing the addition of a new head of the Private Banking and and, through continued hard work and clear decisions, we
Wealth Management business, recruiting relationship managers
intend to achieve our ambition of delivering at least 8 per cent
and beginning our technology investment programme.
ROE by 2018 and 10 per cent by 2020.
Establishing best-in-class control and
conduct capabilities
Our commitment to improve our conduct and controls is
factored into every strategic and operational decision we make.
We are on the front line in the fight against financial crime and
take this responsibility most seriously. We have invested
significant amounts in people and into our underlying conduct
8
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Our business

Who we are

Standard Chartered is a leading international banking
group, with a 150-year history in some of the world’s
most dynamic markets. We bank the people and
companies driving investment, trade and the creation
of wealth across Asia, Africa and the Middle East.

With the new structure, we have simplified and streamlined
the business, reducing layers, providing clear accountability
and driving efficiencies, while maintaining a sharp focus on
the highest standards of risk management, compliance
and conduct.

With our headquarters in London, we have a dual primary
listing on the London and Hong Kong Stock Exchanges, and
rank among the companies listed in the FTSE 100 by market
capitalisation. Our Indian Depositary Receipts are listed on
the Bombay and National Stock Exchanges of India.

In addition, the reorganisation of our business ensures that local
clients are served through a country or regional management
structure, with global clients and businesses served on a global
basis, and that we deliver our products and capabilities
consistently to all our clients.

We are one of only three commercial banks licensed by
the Hong Kong Monetary Authority to issue banknotes in
Hong Kong, and the seventh-largest US dollar clearer globally,
averaging over $200 billion per day. We have also been at
the forefront of the internationalisation of the renminbi (RMB).
Our deep local knowledge of Asia, combined with our RMB
capabilities, has enabled us to identify multiple business and
growth opportunities.

As a result, we consolidated eight regions into four regional
businesses, each led by a Regional Chief Executive Officer
(CEO). These Regional CEOs have responsibility for our local
clients and businesses, bottom-line profitability and capital, and
relationships with local regulators. They also help drive conduct
and compliance programmes.

In addition to our four regional businesses, we also have four
client businesses, each led by a business CEO. Corporate
Our roots in trade finance and commercial banking have been
and Institutional Banking and Private Banking and Wealth
at the core of our success throughout our history, but our
Management are managed at a global level. Corporate
business is now more broadly based and includes Retail
and Institutional Banking supports clients’ cross-border
Banking in more than 30 of our markets. Our brand promise,
transactional risk management, and investment needs.
Here for good, is embedded in every decision we make,
It comprises two client segments, Financial Institutions
and is the cornerstone of our commitment to our clients,
and International Corporates, and three products, Corporate
our shareholders and the countries where we operate.
Finance, Financial Markets and Transaction Banking.
As a global business, Corporate and Institutional Banking
Our organisational structure
operates in each of the Group’s regions, using our network
to deliver a high-quality client experience. Retail Banking and
In June 2015, Bill Winters was appointed as the new Group
Commercial Banking are managed on a country basis with
Chief Executive. Shortly afterwards, in July 2015, we announced
regional oversight.
a new Management Team, together with a new organisational
structure. The reorganisation of our business was implemented By the end of 2018, as we drive further efficiencies and improve
from 1 October 2015, and will be reflected in our 2016 Annual
the way we work, we expect to reduce our gross headcount
Report and Accounts.
by approximately 15,000, partly through natural attrition.
The overall headcount of the Group reduced from 90,940
at the end of 2014 to 84,076 at the end of 2015.
Organisational structure as at 1 January 2016
Andy Halford
Group Chief Financial Officer

Bill Winters
Group Chief Executive

Mike Rees1
Deputy Group Chief Executive

Client Businesses

Regional Businesses

Global Functions

Mark Dowie2
Corporate and Institutional Banking

Ben Hung
Greater China & North Asia

Andy Halford
Group CFO

Karen Fawcett
Retail Banking

Ajay Kanwal
ASEAN & South Asia

Dr Michael Gorriz
Information Technology and Operations

Anna Marrs
Commercial Banking

Sunil Kaushal
Africa & Middle East

David Fein
Legal

Anna Marrs
Private Banking and Wealth Management

Tracy Clarke3
Europe & Americas

Doris Honold
Group COO
Tracy Clarke3
Compliance

1. We have announced that Mike Rees will be retiring from the Group in April 2016
2. Simon Cooper will be joining as the new CEO, Corporate and Institutional Banking in April 2016
3. Pam Walkden has been announced as Group Head, HR and will formally take up the role in April 2016
leaving Tracy Clarke to concentrate on Compliance and her role as Regional CEO.
Mark Smith joined the Group in January as the new Group Chief Risk Officer
For current Management Team biographies see pages 10 to 12
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Tracy Clarke3
Human Resources
Pam Walkden3
Risk
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Our new Management Team
Our new Management Team, consisting of 15 members, has
responsibility for executing the strategy agreed by the Board.
It currently comprises three Group executive directors, including
the Group Chief Executive Officer and Group Chief Financial
Officer; four Regional CEOs; client business CEOs; and our
global function heads.
We have recently made a number of senior appointments to
the Management Team. Mark Smith joined us at the end of
January 2016 from HSBC as the new Group Chief Risk Officer,
and Simon Cooper will be joining as the new CEO, Corporate

and Institutional Banking in April 2016. With Michael Gorriz
having been appointed last year as Chief Information Officer,
this senior group with diverse expertise shows our commitment
to evolve and transform as our environment changes. Pam
Walkden, who has held the position of interim Group Chief Risk
Officer, has since been appointed as Group Head, HR and will
formally take up her new role in April 2016.
We have also announced that after 26 years, Mike Rees has
decided to retire from the Group. Mike will step down from
the Board and his role as Deputy Group Chief Executive
on 30 April 2016.

Bill Winters, CBE (54)
Group Chief Executive

Mike Rees (60)
Deputy Group Chief Executive

Andy Halford (56)
Group Chief Financial Officer

Appointed: June 2015

Appointed: August 2009, becoming
Deputy Group Chief Executive in
April 2014

Appointed: July 2014

Experience: Bill is a career banker
with significant frontline global banking
experience and a proven track record
of leadership and financial success.
He has extensive experience of working
in emerging markets and a proven record
in spotting and nurturing talent. Bill began
his career with JP Morgan, where he
went on to become one of its top five
most senior executives and later co-chief
executive officer at the investment bank
from 2004 until he stepped down in 2009.
Bill was invited to be a committee
member of the Independent Commission
on Banking, established in 2010 to
recommend ways to improve competition
and financial stability in banking.
Subsequently, he served as advisor to the
Parliamentary Commission on Banking
Standards and was asked by the Court
of the Bank of England to complete an
independent review of the bank’s liquidity
operations. Bill founded Renshaw Bay,
an alternative asset management firm,
in 2011 where he was chairman and CEO
before stepping down on appointment
to the Standard Chartered PLC Board.
Bill was previously a non-executive
director of Pension Insurance Corporation
plc and RIT Capital Partners plc. He is
an independent non-executive director
of Novartis International AG.
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Experience: Andy has a strong finance
background and deep experience of
Experience: Mike has extensive and
managing complex international
wide-ranging international banking
businesses across dynamic and changing
experience. He held several roles in
markets. Andy was finance director at
finance at JP Morgan before joining
East Midlands Electricity plc prior to
Standard Chartered in 1990 as the
joining Vodafone in 1999 as financial
Chief Financial Officer for Global Treasury, director for Vodafone Limited, the UK
becoming the Regional Treasurer in
operating company. Andy was later
Singapore, responsible for the South East appointed financial director for Vodafone’s
Asia Treasury businesses. Mike was later Northern Europe, Middle East and Africa
appointed Group Head of Global Markets region, and later the chief financial officer
and Chief Executive, Wholesale Banking, of Verizon Wireless in the US. He was
responsible for all commercial banking
a member of the board of representatives
products in addition to his responsibilities of the Verizon Wireless Partnership.
for global markets products. Mike was
Andy was appointed chief financial officer
appointed Deputy Group Chief Executive of Vodafone Group plc in 2005, a position
in 2014. He has vast knowledge of the
he held for nine years. As Group Chief
Group, our clients and our markets and
Financial Officer at Standard Chartered,
provided valuable support to the Board
Andy is responsible for Finance,
and the Management Team in shaping
Corporate Treasury, Group Corporate
and executing our new strategy.
Development, Group Investor Relations,
From October 2015, he also assumed
Property and Global Sourcing functions.
responsibility for the Group’s Brand and
Andy is a non-executive director at Marks
Marketing. Mike is a member of the
and Spencer Group plc and a member
International Advisory Board of Mauritius
of the Business Forum on Tax and
and the Mayor of Rome’s business
Competitiveness.
advisory council.
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Tracy Clarke (49)
Group Compliance and Human Resources (HR)
and Regional CEO, Europe & Americas
Appointed: Group HR, March 2006; Group
Legal and Compliance, April 2013; and CEO,
Europe & Americas, October 2015
Experience: Tracy joined Standard Chartered
in 1985 and has held a number of roles in branch
banking operations, Client Coverage and Group
functions, both in the UK and in Hong Kong.
More recently, Tracy has played an instrumental
role in driving our compliance and conduct
agenda and led a broad portfolio including Legal
and Compliance (and the Financial Crime Risk
Mitigation Programme), Human Resources,
Corporate Affairs and Brand and Marketing.

Ben Hung (51)
Regional CEO, Greater China & North Asia

Ajay Kanwal (49)
Regional CEO, ASEAN & South Asia

Appointed: October 2015

Appointed: October 2015

Experience: Ben Hung was appointed Regional
CEO, Greater China & North Asia, on 1 October
2015. Prior to this he was CEO for the Greater
China Region.

Experience: Ajay Kanwal was appointed
Regional CEO, ASEAN & South Asia on
1 October 2015.

Ben joined Standard Chartered in 1992 and
has held a number of senior management
positions spanning corporate, commercial
and retail banking.

Ajay is a career banker who joined Standard
Chartered in 1992 from Citibank in India. He
moved to this role from Korea where he managed
Korea, Taiwan and Mongolia as Regional CEO.

During 2008 to 2014, he was the CEO of
Standard Chartered Bank (Hong Kong) Limited.
He is a member of the Financial Services
Development Council, sits on the Exchange Fund
Advisory Committee and is a member of the
General Committee of the Hong Kong General
Chamber of Commerce.

Ajay has extensive experience in Asia having
lived and worked in all geographic regions in
Asia with CEO Taiwan and Regional Head
Consumer Banking South East Asia being his
prior roles. Ajay has strong expertise in retail
banking, including SME. He also helped set up
and grow our successful Private Bank franchise
in Singapore.

Sunil Kaushal (50)
Regional CEO, Africa & Middle East

Mark Dowie (54)
Interim CEO, Corporate and Institutional Banking

Karen Fawcett (53)
CEO, Retail Banking

Appointed: October 2015

Appointed: October 2015

Appointed: October 2015

Experience: Sunil Kaushal was appointed
Regional CEO, Africa & Middle East on 1 October
2015. Prior to this role, Sunil was Regional CEO,
South Asia.

Experience: Mark Dowie was appointed as
interim CEO, Corporate and Institutional Banking
on 1 October 2015 and since then has led a
comprehensive strategic-change programme for
the business. He moved to the Corporate and
Institutional Banking role after four years of leading
the Corporate Finance division, overseeing
successful growth in this business, and also took
on interim leadership of the Financial Markets
division for ten months spanning 2014 and 2015.

Experience: Karen Fawcett was appointed CEO,
Retail Banking on 1 October 2015. Karen is
responsible for directing the global strategy and
transformation of the Retail Banking business.

Tracy was appointed as a Director of Standard
Chartered Bank in January 2013. From 1 October
2015, she became Regional CEO Europe &
Americas in addition to her responsibilities for
Compliance and HR.
She is an independent non-executive director
for British Sky Broadcasting Group plc.
From April 2016, Pam Walkden will become
Group Head, HR and Tracy Clarke will
concentrate on her Europe & Americas
Regional CEO role and ongoing Compliance
responsibilities.

Sunil has 27 years of banking experience in
diverse markets and has been with the Bank
for approximately 17 years, holding senior roles
across the Wholesale and Consumer Bank. Sunil
has rich experience across the Group’s footprint,
having served as the Head of Corporate Banking
in UAE, Head of Originations and Client Coverage
in Singapore, Global Head Small and Medium
Enterprises (SME) and New Ventures in Singapore
and Chief Executive Officer of SCB (Taiwan) Ltd.
Before joining Standard Chartered in 1998,
Sunil held various banking positions at a number
of leading international financial institutions.
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Mark has extensive corporate experience in
senior roles in the banking and finance industry.
Prior to joining the Group, he was at UBS as vice
chairman, Investment Banking (London) and joint
head of Investment Banking Asia covering equity
and debt financing as well as M&A. He was
previously managing director, Investment Banking
at both Jardine Fleming and Baring Brothers. Mark
is a former naval officer and Justice of the Peace.
FORWARD

Karen joined the Group 14 years ago as Group
Head of Business Strategy. Prior to that she was
a partner in financial services at Booz Allen &
Hamilton, where she drove multi-year change
programmes for leading banks across Asia.
Karen transformed Transaction Banking from
2005 until 2014 and represented the Group
externally in transaction banking regulatory
and industry thought leadership. She was
also a non-executive director of Standard
Chartered Bank Malaysia Bhd for eight years,
until October 2013.
She is on the board of directors of INSEAD
business school.
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Anna Marrs (42)
CEO, Commercial & Private Banking

David Fein (55)
Group General Counsel

Dr Michael Gorriz (55)
Group Chief Information Officer

Appointed: October 2015

Appointed: September 2013

Appointed: July 2015

Experience: Anna Marrs was appointed CEO,
Commercial & Private Banking on 1 October 2015
and is leading on the restructure of an expanded
Commercial Clients business and the build out
of the Private Bank.

Experience: David Fein is Group General
Counsel, advising the Board and the Court of the
Bank on all material legal matters and overseeing
Standard Chartered’s Legal function and Group
Corporate Secretariat.

Experience: Dr Michael Gorriz was appointed
Group Chief Information Officer when he joined
Standard Chartered in July 2015.

Anna joined Standard Chartered as Group
Head of Strategy and Corporate Development
in January 2012. Prior to this she was a partner
at McKinsey & Company’s Banking Practice in
its Global Banking Practice and is a recognised
expert in banking strategy.

Before joining the Group, David held various
senior roles in the United States Government,
including as United States Attorney for the District
of Connecticut and as Associate Counsel to the
President. He has extensive experience fighting
financial crime and a track record of forming and
supporting public-private partnerships.

Prior to McKinsey she ran a financial information
and technology company, having started her
career with a hedge fund in New York.

As an industry-award winner, Michael joined
from Daimler AG where he was most recently
vice president and CIO with responsibility for the
smooth operation of all Daimler systems and the
management of IT projects globally. For the past
14 years, he has held various CIO roles within the
Daimler group and has spent many years working
across our footprint.

David also serves as Chairman of Seeing is
Believing, the Group’s flagship philanthropic effort
dedicated to eliminating avoidable blindness.

Doris Honold (49)
Group Chief Operating Officer

Mark Smith (54)
Group Chief Risk Officer

Pam Walkden (55)
Interim Group Chief Risk Officer

Appointed: October 2015

Appointed: January 2016

Appointed: July 2015

Experience: Doris is the Group Chief Operating
Officer for Standard Chartered supporting the
Group Chief Executive in defining and executing
the business strategy, reinforcing exemplary
control and governance, ensuring strategic
functional alignment and enabling efficient
business growth.

Experience: Mark was appointed as Group
Chief Risk Officer in January 2016 and is
responsible for managing Credit, Market,
and Operational Risk across the Group and
ensuring the broader risk framework is effective.

Experience: Pam Walkden was appointed
as interim Group Chief Risk Officer in 2015.

She joined the Group in March 2007, and has
served as the Group Head of Market Risk and the
Chief Operating Officer for Wholesale Banking.
Doris started her career at Dresdner Bank in
Frankfurt. She held several market risk leadership
roles in Frankfurt, Tokyo and London, before
taking over global responsibility for Dresdner
Kleinwort’s market risk function.
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Before joining Standard Chartered, Mark was the
chief risk officer Europe, Middle East and Africa
and global head, Wholesale Credit and Traded
Risk for HSBC. He has had a long and successful
career at HSBC, having joined Midland Bank as a
graduate trainee prior to its acquisition by HSBC.
Other roles at HSBC included chief operating
officer, Global Corporate and Institutional
Banking, and he has worked in London and
Hong Kong.

CONTENTS

Pam joined the Bank in 1991 and has held a
number of key roles across the organisation
including Group Head of Corporate Affairs, Group
Head of Internal Audit and Group Head of ALM.
In July 2009, Pam moved to become Group
Treasurer where she was responsible for the
management of the Group’s balance sheet.
In 2014, she became Group Business Head,
Regions working closely with the Global Business
Heads and Regional CEOs.
Between July 2015 and January 2016,
Pam Walkden held the position of interim
Group Chief Risk Officer. She has since
been appointed as Group Head, HR and will
formally take up her new role in April 2016.
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Our strategy and business model

Our presence
We operate in many of the growth markets in the world. While
there are some macroeconomic challenges, these markets offer
exciting long-term opportunities. Our presence in Europe and
the Americas also enables us to bridge business between the
West and Asia, Africa and the Middle East.
The rise of the urban middle class, rapid growth of digital
technology, and increasing global connectivity all play to
our strengths.
Our new strategy, strong brand, wealth platform and presence
in Asia, Africa and the Middle East will allow us to benefit from
powerful underlying growth trends, as we focus on providing
outstanding service to our clients.
There are several external challenges that affect the Group’s
performance, including market developments in China,
depressed commodity prices and weak investor sentiment
towards emerging markets. We are realistic about these
challenges, and believe that the right course of action is to
execute our strategic plans with discipline and drive our business
more dynamically, thus enabling us to generate the profitability
and growth that is inherent to our business and our markets.

of companies trading across our network – as well as a trusted
counterparty of our regulators.
Our core objectives
Our new strategy has three core objectives: to secure the
foundations, get lean and focused, and invest and innovate.
With our extensive review complete, we are now focused
on executing this strategy and improving returns as outlined
in the Group Chief Executive’s review on page 6.
Underpinning this strategy, our objectives are to manage our
risks, returns and capital to create real value for our clients and
shareholders, to improve our efficiency through investment and
careful cost management, and to invest in capabilities to allow
us to grow profitably and safely.
We are confident our new strategy will restore the Group to
sustainable, profitable growth and deliver good returns for our
shareholders. It will reposition the Group to weather near-term
uncertainties, fix legacy issues, and capture significant
underlying opportunities.
A shift in our mix

Inevitably, the strategy requires a fundamental shift in our
business mix, and we will move away from more capitalintensive, lower-growth and lower-profitability segments of
Today, we have a strong capital base, are highly liquid, and have
our business. This will mean an increase in the proportion
an increasingly diversified balance sheet. We are confident that
of our business or revenue coming from Retail Banking,
this solid foundation will protect the Group through periods of
Wealth Management, Private Banking, Foreign Exchange
volatility and economic headwinds, while giving us the platform
and Transaction Banking.
to capitalise on opportunities as they arise.
In short, we are investing in the parts of our business
Our new strategy, which we announced in November 2015,
which will enable us to play to the strengths of our network
and the initiatives we are continuing to drive, will result in a
and capabilities.
leaner, more focused organisation. We are confident that
these changes will help us build a financially strong business
What we are doing
that will deliver return on equity in excess of 8 per cent by 2018,
while we look to achieve more than 10 per cent by 2020.
In order to deliver our new strategy and meet the three core
objectives, we have developed a comprehensive programme
By 2020, we want to be the best and most innovative financial
of actions (see diagram below). Since November 2015, we have
institution in our markets – meeting the needs of the affluent
already made progress against many aspects of the strategy,
and emerging middle class and enabling the internationalisation
as outlined in the Group Chief Executive’s review on page 6.
Our aspirations

Comprehensive programme of actions in pursuit of three core objectives

1

• Rights issue to strengthen the balance sheet materially
• Business strategy aligned with tightened risk tolerance
• Businesses and assets representing approximately one-third of Group risk-weighted assets

Secure the
foundations

2

Get lean and
focused

3

• Restructure Corporate and Institutional Banking for higher returns
• Accelerate Retail Banking transformation
• Fundamentally overhaul Commercial Banking
• Clear and deliverable strategy for our regions
• Assertively manage costs to create investment capacity

• Invest and innovate in Private Banking and Wealth Management to capture opportunities
• Build on a strong foundation and invest to grow safely in Africa
• Leverage opening of China; capture opportunities from renminbi internationalisation
• Roll out enhanced Retail digital capabilities across our footprint

Invest and
innovate

CONTENTS

to be restructured

• Simplified organisation structure to focus more on geographic execution
• Deliver our conduct and financial crime risk programmes
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A key element of our strategy is to invest in our core strengths
and where we have, or will have, a competitive advantage.
We are investing more than $3 billion over the next three
years in technology, Retail Banking, Private Banking and
Wealth Management, Africa, China, the internationalisation
of the renminbi (RMB) and improving our controls. This
is a 50 per cent increase on our recent investment spend
and the most we have ever invested.
We will continue to invest and innovate to ensure the Group
is able to take advantage of the opportunities as our markets
evolve. Our investment in our client businesses is outlined in
the Group Chief Executive’s review.
In addition, with double-digit market shares in many of
our African markets, we are excited to capitalise on our
differentiated position and build Africa into a regional
powerhouse.
While the current challenges in Africa are clear, the long-term
trends are well-established, and we intend to capitalise on
those both in terms of GDP growth and the opening up of
African economies. Core capabilities like Transaction Banking,
and in particular RMB, are highly relevant to the African market.

on ASEAN, Central South Asia and Eastern African markets,
call for us to invest substantially and incrementally in our
Greater China business and capabilities.
Our culture
Underpinning our approach to conducting our business and
achieving our aspirations is our commitment to our brand
promise, Here for good. This is at the core of who we are,
and builds upon our rich heritage, culture and values.
Conducting our business to the highest ethical standards
is central to our culture. Here for good, alongside our values,
guides our decisions and actions across all aspects of our
business, including the way we design and sell products,
how we treat each other, and how we respect and serve
the communities in which we operate. Our core values are:

• Courageous: we stand up for what we believe and do
the right thing

• Responsive: we can be relied on to respond quickly
and deliver lasting value

• International: we value others and actively collaborate
We are building capabilities to exploit the opening up of China
• Creative: we adapt and innovate to meet evolving needs
and the internationalisation of the RMB, the inclusion of the RMB
• Trustworthy: we act with integrity and earn the trust
in the Special Drawing Rights currencies of the International
Monetary Fund (making it a reserve currency), and China’s
One Belt One Road initiative. These developments play directly
to our strengths.
Our core position in mainland China, and our presence in the
major centres for trading in the RMB, together with our focus

of others

Our culture and commitment to doing the right thing is not new,
but we are determined to continue to strengthen both, and to
build on our progress in conduct, leadership, and diversity
and inclusion.

Oceania, Europe and Africa time zones, and presents exciting
long-term opportunities for our clients as they seek to grow
their RMB business.
We were one of the first international banks qualified under the
first phase of CIPS. On the first day of the launch of the platform,
we completed over 200 RMB cross-border transactions for
global clients based in Asia, Oceania and Europe. We have
processed more than 9,000 cross-border payment
transactions via CIPS in 2015. The first to be processed on
the system was a direct clearing from China to Luxembourg
for IKEA, the Swedish home furnishing retailer. China is one
of IKEA’s fastest-growing markets, and direct cross-border
RMB clearing enables a simpler payment route and enhances
liquidity management for the retailer.

Banking on the rise of the renminbi
The rise of renminbi (RMB) is rapidly transforming the global
financial landscape. The launch of the Cross-Border Interbank
Payment System (CIPS) and the inclusion of the RMB in the
International Monetary Fund’s Special Drawing Rights basket
of currencies are the latest major landmarks on the RMB’s
path to internationalisation.

The liberalisation of China will continue to encourage
international use of RMB for trade or investment, and CIPS
provides the infrastructure essential to support the growth
of the RMB cross-border payment traffic. Leveraging our
global footprint and clearing network, local cash management
expertise and the strength of our franchise in China, we are
at the forefront of capturing the opportunities that will arise
from this trend.

CIPS, which provides financial institutions with a platform for
clearing international RMB payments, makes cross-border
transactions into and out of China much more efficient.
It connects China with offshore RMB centres in the Asia,
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We respect human rights across our business. We have a
responsibility whether in our role as an employer, as a procurer
of goods and services, or as a provider of financial services.
We address human rights in our Code of Conduct and our
Supplier Charter. We consider human rights in our financing
decisions, guided by our Position Statements, which include
the rights of children, workers and communities in relation to
specific industry-sector risks.
As a global bank, we have the privilege, opportunity and
responsibility to be a force for good in the countries in which
we operate. We are committed to promoting positive social
and economic development in our markets, and have a
comprehensive sustainability programme which focuses
on contributing to sustainable economic growth, being a
responsible company and investing in communities.

These KPIs are cascaded down within the business (with
varying levels of granularity), either through business scorecards
adapted to each geography, client segment and function, or
through individual performance targets. This cascading ensures
accountability and coordination within the organisation, to help
us to drive towards our common goals.
The KPIs on page 18 are a summary of the measures we used
to track progress against our strategy for the majority of 2015.
In our 2016 Annual Report and Accounts we will update this
summary to reflect the new strategy we announced in
November 2015.

In an environment where the conduct of banks is under ever
increasing scrutiny, our ethical standards must be beyond
reproach. We need to understand and follow the letter and the
spirit of the law, to play a robust role in the fight against financial
crime, and to be mindful of the consequences of our actions.
How we measure performance
We track our progress in implementing our strategy with
a range of financial and non-financial measures and key
performance indicators (KPIs).
The Management Team owns these KPIs and tracks the
progress of each business against them. These are reviewed
regularly by the Management Team to ensure that the trajectory
towards stated targets is satisfactory and to allow for timely
action where required.
We leverage on our sovereign finance expertise to advise
African governments on their financing requirements and
capabilities, and engage with the international investor
community to raise funds in the appropriate currency.
We have recently been mandated Joint Lead Arranger and
Bookrunner for the Republic of Ghana’s $1 billion sovereign
bond issue to refinance short-dated, high-interest domestic
debt in line with its debt management strategy. This transaction
represents the first bond issue guaranteed by the World Bank
since 2001, and is a clear demonstration of the strong,
broad-based multilateral support available to Ghana.
An increasing number of African economies are accessing
development capital via sovereign bonds: in the past three
years alone, 12 Sub-Saharan African governments accessed
the eurobond market and raised over $17 billion. Aside from
Ghana, we have also supported the successful issue of
sovereign bonds in Senegal, Gabon and Zambia.

Building an African powerhouse
Backed by a large workforce and a growing, connected urban
middle class, there are huge opportunities across African
economies – in particular in sectors such as agriculture,
fast-moving consumer goods and infrastructure.
To realise these opportunities, it is advised any measures
that can be taken to reduce the volatility of growth – and
in particular the volatility of employment – are put in place,
as well as more investment, and more consistency of capital
inflows, especially counter-cyclical flows.
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As these economies transition into middle-income status,
sovereign bonds help them consolidate and build upon their
international capital market experience through innovative
structures. This will support them in deepening their capital
market and realising their investment potential, and will ultimately
drive economic growth and prosperity for the local population.
We also continue to help bolster investment in power
generation across Sub-Saharan Africa through our Power
Africa commitment. We provide advisory, financing, debt
structuring services and policy framework development.
Our efforts from 2013 to 2015 are expected to culminate
in over 3.4 gigawatts of generation capacity in Africa.
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How we create value
Through our business model, we aim to create long-term value for a broad range of stakeholders.

We have a sustainable approach to
our business, which is reflected in
our brand promise, Here for good

• Focusing on clients

Developing long-term relationships
with clients

• Contributing to sustainable

economic growth
Ensuring that our core business
of banking supports sustainable
growth and job creation

• Being a responsible company

Managing our operations to deliver
long-term value for our stakeholders

• Investing in communities

Working with local communities
to promote social and economic
development

We add value for our clients
by using our distinctive
strengths

Our business is structured
to allow us to serve
our clients better

• Strong brand

• Corporate and Institutional

• International network

• Commercial Banking

Banking
Allowing companies and financial
institutions to operate and trade
globally by serving them across
multiple markets

A leading international banking
group with a 150-year history in our
markets, clear strategic objectives
and a strong focus on client
satisfaction
 proven track record in providing
A
banking services across Asia, Africa,
and the Middle East

• Local connectivity

Supporting clients at a regional level
by drawing on deep local knowledge
and collaborating through country
franchises

• Investment approach

Investing in our business and its
systems to improve our services and
drive long-term value for our clients

• Our people

A diverse and inclusive workforce
that is highly skilled and committed
to the highest standards of conduct
and integrity

Providing mid-sized companies with
financial solutions and services that
help them achieve their ambitions of
international expansion and growth

• Private Banking

Supporting high net worth
individuals with their banking needs
across borders and offering access
to global investment opportunities

• Retail Banking

Offering small businesses and
affluent and emerging affluent
individuals a full spectrum of
banking support

Our business activity is founded on a robust Risk Management Framework

• We manage our risks to build a sustainable franchise, in the interests of all our stakeholders
• We only take risk within our risk tolerances and risk appetite, and where consistent with our
approved strategy

• We manage our risk profile so as to maintain a low probability of an unexpected loss event
that would materially undermine the confidence of our investors

• We seek to anticipate material future risks, learn lessons from events that have produced
adverse outcomes and ensure awareness of known risks
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We provide solutions that meet
our clients’ evolving needs

• Retail Products

Deposits, savings, mortgages, credit
cards and personal loans, and other
retail banking products

• Wealth Management

Investments, portfolio management,
insurance and advice and planning
services

• Transaction Banking

Cash management, payments and
transactions, securities holdings and
trade finance products

Through our activities we aim
to generate income, profits and
return on equity

• Income

Net interest income, fee income
and trading income

• Profits

Income gained from providing
our products and services minus
expenses, impairment and taxes

• Return on equity

Profit generated relative to the
equity invested

• Corporate Finance

Financing, strategic advice, mergers
and acquisitions, and equity and
principal financing

•

We create long-term value for
a broad range of stakeholders

• Shareholders

Aiming to deliver robust returns
and long-term sustainable value
for shareholders

• Clients

Enabling individuals to grow and
protect their wealth, and helping
businesses to invest, trade, transact,
and expand

• Regulators, governments

and industry bodies
Supporting governing bodies in
their drive for monetary and fiscal
improvement

• Communities

Supporting growth and job creation,
delivering financial innovation and
having a low environmental impact

Financial Markets
Investment, risk management and
debt capital markets

• Employees

Providing learning and development
opportunities and forming a collegial,
values-driven team
Additional information on
our approach to stakeholder
engagement is available at
sc.com/SustainabilityStakeholders

We execute our business to the highest standards of conduct

• We uphold the Group’s brand promise, Here for good, and our Code of Conduct, through the
way we conduct our business

• Good conduct is the creation and execution of an appropriate business strategy aligned to our
stated risk tolerances

• We are guided by both the letter and the spirit of laws and regulations
• Our success in living up to the highest standards of conduct is measured by our ability to

achieve fair outcomes for clients, investors, our reputation and the markets in which we operate
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Key performance indicators

1 Deliver sustainable improvements in returns over time
Normalised earnings per share1
cents

Normalised return on equity3
%

(105)%

214.32

Aim
To deliver earnings per share
(EPS) growth.

194.22

188.52

138.92

(6.6)

2011

2012

2013

(105)%

2014

12.2

12.8

Analysis
EPS declined sharply
compared to 2014, reflecting
a challenging market
environment and actions
taken to reposition the Group
and drive sustainably better
returns over time.

2015

Aim
To deliver return on equity
of over 10 per cent in the
medium term.

11.2

7.8

(0.4)

2011

2012

2013

2014

2015

Analysis
Returns declined sharply
compared to 2014, reflecting
a challenging market
environment and actions
taken to reposition the Group
and drive sustainably better
returns over time.

2 Build trusted relationships with clients
Retail Clients’
Net Promoter Score (NPS)
relative to market average4

Corporate & Institutional Clients’
depth of client relationships 5
Average products Average markets
per client
per client

0%
4.0

Aim
To increase customer
satisfaction with our products
and services and to become
the bank that clients
recommend.

4.0

6.3

7%
3.0

6.3
2.8

Analysis
We maintained our relative
global NPS at four points
above the market average.
2015

2014

2014

2015

2014

2015

Aim
To use our network
and product capabilities
to increase the number
of markets and products
per client.
Analysis
The average number of
products and average
number of markets per
client were stable.

3 Maintain a strong capital position to support the execution of our strategy
Capital ratios6
%
19.5
5.4

17.6

17.4

3.9

17.0

4.0

16.7

4.8

5.3

1.9

1.7

11.8

11.7

2011

2012

Basel II
CET1

18

1.5
1.3
10.9

2013

0.9
10.5

2014

12.6

Aim
To maintain a strong capital base and accrete capital to
a Common Equity Tier 1 (CET1) ratio of between 11 and
12 per cent in 2015 and thereafter. In November 2015,
in recognition of the changing external environment, we
increased this target range to between 12 and 13 per cent.
Analysis
Including shareholder support of our rights issue,
we strengthened our financial position, increasing our
CET1 ratio to 12.6 per cent.

2015

CRD IV
Other Tier 1/AT1

Tier 2
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The key performance indicators (KPIs) below are aligned to the Group’s strategy
for the majority of 2015. KPIs for our new strategy, announced 3 November 2015,
will be reflected in the 2016 Annual Report and Accounts. Details on how we will
track progress in implementing our new strategy can be found on page 15.

4 Be recognised as a leader in growing and protecting our clients’ wealth
Private Banking Clients7
Total AUM
Number of clients
new to segment
($billion)

(2)%
60

57

(12)%
Aim
To grow and deepen client relationships and add
new clients.

1,310
1,152

Analysis
We added 1,152 new clients compared to 1,310 in 2014.
Our assets under management (AUM) decreased by
2 per cent.

2014

2015

2014

2015

5 Protect the environment, contributing to sustainable economic and social development
Total Scope 1, 2 and 3 Greenhouse Gas
emissions/$million operating income 8
Tonnes CO2 equivalent/$million operating income

(1.4)%
15.84

14.79

Aim
To reduce Greenhouse Gas emissions arising from
our operations.

14.59

Analysis
We continued to reduce our Greenhouse Gas emissions
relative to operating income. Starting in 2014, we include
Scope 3 emissions arising from air travel in this measure.

2013

2014

2015

1. Normalised earnings per share
This KPI is calculated as profit attributable to ordinary shareholders of the Group
as normalised for certain one-off or irregular items – as defined in the Glossary –
divided by the weighted average of the shares in issue during the year
Source: this measure is reported in note 14 of the Group’s audited
financial statements
2. Prior years earnings per share amounts and interim and final dividend per share
amounts declared and paid prior to the rights issue in November 2015 (including
2015 interim dividend per share) have been restated as explained in note 44 of the
financial statements
3. Normalised return on shareholders’ equity
This KPI is calculated as the normalised profit attributable to ordinary shareholders
as a percentage of average ordinary shareholders’ equity
Source: this measure is derived from information within the Group’s audited
financial statements, being normalised earnings (note 14) as a percentage of average
shareholders’ equity (excluding preference shares)
4. Retail Clients: relative Net Promoter Score (NPS)
‘Net Promoter Score’ and ‘NPS’ are trademarks of Satmetrix Systems Inc.,
Bain & Company, and Fred Reichheld. Standard Chartered uses Bain methodology
recalibrated for financial services to calculate NPS. In 2014, we began to move to
a new methodology, progressively changing our sampling periods and method to
create greater transparency, and benchmarking our NPS against the overall market.
NPS gauges client support for the retail banking products and services we provide.
We ask our clients, “How likely are you to recommend Standard Chartered to a
friend or colleague?” and apply a 10-point scale where 10 is most likely. We then
derive the NPS by subtracting the percentage of detractors (those who score zero
to six) from the percentage of promoters (those who score nine to 10). NPS operates
on a scale from –100 (all detractors) to +100 (all promoters)
Source: Market Probe & RFI Customer Satisfaction Survey (20 markets on average
each year). The survey uses interviews completed in 2015
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5. Corporate & Institutional Clients’ depth of relationships
Average number of markets and products per client
Source: Standard Chartered data
6. Capital ratios
The components of the Group’s capital are summarised on page 219.
The Tier ratios are measured by the ratio of respective capital to risk-weighted
assets; the 2010-2012 ratios are calculated on a Basel II basis, and the 2013-2015
ratios on a CRD IV basis
Source: this measure is reported in the Capital section on pages 218 to 225
7. Private Banking Clients
Represents total AUM for Private Banking Clients, and the gross number of clients
added to the segment during the year
Source: Standard Chartered data
8. Total Scope 1, 2 and 3 Greenhouse Gas emissions
The emissions within our reporting inventory correspond to a reporting period
of 1 October 2014 to 30 September 2015 to allow sufficient time for independent
assurance to be gained. Accordingly, the operating income used in this inventory
corresponds to the same period rather than calendar year used in financial
reporting, consistent with international carbon reporting practice. Additional
information on our environmental impact is available on page 148.
Source: Standard Chartered data

My Voice employee survey gap score: during 2015, the Group undertook
a significant reorganisation. As a result, we decided to defer the next scheduled
survey until 2016. This key performance indicator will be reinstated in the 2016
Annual Report and Accounts.

19

Our business

People
Engaging our people through a period of change

Our highlights in 2015

• Created a simplified organisational structure,
with clearer accountability

• Continued to reinforce the importance
of good conduct through training and
performance assessments

• Equipped our leaders and line managers
to guide our people through periods
of change

• Recognised for promoting disability in

the workplace, building on our strength
in diversity and inclusion

2015 was a challenging year for the Group and our people;
a decline in performance was coupled with a period of
significant change, including the appointment of a new Group
Chief Executive and Management Team, the reorganisation
of the Group’s business1 and the adoption of a new strategy
announced in November 2015.

surveys and informal feedback loops across the organisation
to determine sentiment and identify any areas for concern.
Where feedback indicated that our people required further
clarification on certain issues, we were able to respond with
key message documents and toolkits. This provided leaders
and line managers with the resources necessary to provide
open, honest and timely communications.
We will conduct the next My Voice survey in the first half of
2016, allowing for action plans and subsequent engagement
activities to take place within the correct team structures.
This will also provide a more accurate benchmark for future
surveys, which is important in our measurement of progress
towards further embedding and strengthening a culture of
good conduct.
Embedding a culture of good conduct
Upholding good conduct remains central to our approach
to doing business and is an area where we continue to invest
and dedicate considerable resource. All senior leaders and
managers are required to take personal responsibility for their
own conduct and that of their teams, and this is explicitly
included in line manager performance objectives, with
a continued focus on driving quality conversations on
conduct and what this means in practice day-to-day.

Our Group Code of Conduct was refreshed in September
2015 to cover all aspects of conduct across the Group.
By the end of the year, 98.5 per cent of our people had
To deliver on the new strategy, it is imperative that our leaders
committed or recommitted to the Code. We also took this
and line managers are equipped with the skills to provide
opportunity to reinforce the role of line managers and senior
reassurance and clarity to our people. We have been mindful
leaders in creating the right environment for our people to
not to lose focus on the elements of our people strategy that
enable us to uphold our brand promise, Here for good: for many deliver the highest standards of conduct. As part of the
recommitment process, managers engaged their teams in
of our people this underpins why they chose to join the Group,
discussions around the Code and used real-life case studies
as well as why they stay.
and dilemmas to empower their teams to do the right thing.
At the end of 2015, we had a total workforce of 84,076
Managers were also required to attest to the conduct of their
employees across 67 markets, representing 135 nationalities.
teams at the end of the year as part of our annual performance
This represents a decrease of 8 per cent compared to 90,940
and reward process.
employees at the end of 2014. While we continued to invest
A core pillar of good conduct is combating financial crime.
in attracting talent and reinforcing our compliance and control
capabilities, the decrease in employees overall is largely a result As part of our overall conduct agenda, we launched an
of actions taken to deliver business and operational efficiencies. internal awareness campaign in the fourth quarter of 2015.
The objective of the campaign has been to help our people
understand better the far-reaching societal impacts of financial
Building employee engagement through change
crime, and to highlight the role each employee can play in helping
Our My Voice survey was launched in October 2014 to
benchmark employee engagement drivers across the Group; it
Our brand promise Here for good is a key reason why many of our people
measured employee sentiment and qualitative feedback across chose to join the Group, as well as why they stay
a variety of areas, including conduct, leadership and strategy.
Nearly 8,000 of our leaders and managers have worked to
address areas identified for improvement under the survey,
by creating greater growth opportunities, helping people to
gain clarity in their career paths and improving collaboration
beyond immediate teams. Some of the actions taken to
date have included mentor programmes and job rotation
opportunities, a new development programme for line
managers, and new measures in our performance
scorecards which encourage collaboration.
It was our intention to measure progress on the 2014 survey
in October 2015. However, we took the decision to postpone
the survey until the reorganisation of our business had been
embedded. In its place, we implemented a number of pulse

1. The reorganisation of our business was implemented from 1 October 2015,
and will be reflected in our 2016 Annual Report and Accounts
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Global headcount and gender
Female representation

(as at 31 December 2015)

Female executive and
non-executive directors1

Female senior
management 2

Global female
headcount

23%

12%

47%

Location of employees by region (left) and female representation by region (right)
3% Europe

20%
Greater China

1% Americas

Female

10% Africa
9%
MENAP

Male

Greater China

64%

36%

North East Asia

57%

43%

South Asia

30%

70%

ASEAN

54%

46%

MENAP

30%

70%

Africa

50%

50%

Americas

44%

56%

Europe

44%

56%

5% North
East Asia

25%
ASEAN
27%
South Asia

1. As at 31 December 2015, the Board comprised 23 per cent women. As at 23 February 2016, the Board comprised 20 per cent women
2. Director, bands 1 and 2

to prevent it. The campaign will be rolled out progressively
Developing the next generation of business leaders is vital
during the first quarter of 2016 across all markets in our footprint. to our performance and remains a priority for the Group.
Reflecting this, we changed our annual performance
Investing in learning and development
management process to provide greater emphasis on employee
growth and development, and trained managers on how to
Ensuring our people have opportunities to develop and grow
use this process more effectively for their teams.
their careers is not only essential to delivering our business
priorities, it is a core component in creating a great place to
We also enhanced and introduced several employee and
work; a clear demonstration of how we are Here for good for
management development programmes with an emphasis on
our people; and a strong driver of retention.
management and leadership skills, such as the new Manager
Development Programme. Since the launch in February 2015,
Learning and talent development is an area of ongoing
a total of 53 sessions have been conducted for 791 managers.
investment and begins with graduate recruitment. In 2015,
We also launched SC Ready, an induction programme
we introduced additional career support and development
designed to align mid-level leaders to our culture, leadership
opportunities into our junior talent programme and received
expectations and risk management philosophy.
more than 146,000 applications for 650 graduate and internship
opportunities across 28 countries.
External challenges and internal change have combined to
create an environment where, increasingly, people are looking
to our senior managers for greater guidance, support and
Globally in 2015, we trained 1,504 leaders and senior managers through
leadership. To support this, we increased the number of
72 leadership programmes
leadership programmes from 64 in 2014 to 72 in 2015, training
1,504 leaders and senior managers worldwide.
In total, we delivered 399,000 learning days to 93 per cent
of employees. The major areas of learning were risk and
regulatory compliance, leadership, and technical knowledge
and skills.
Diversity and inclusion
We encourage greater diversity in our workforce, recognising
that this helps develop and retain our people, and provides
better support to our diverse client base. We are committed
to creating an inclusive environment that is free from bias,
where everyone can realise their full potential and, in so doing,
make a positive contribution to our organisation.
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By the end of 2015, 98.5 per cent of employees had committed
or recommitted to our Group Code of Conduct

We established three Global Employee Networks during 2015,
which provide support to employees in over 30 countries

Since Standard Chartered first started focusing on a
Group‑wide approach to diversity and inclusion (D&I) 10 years
ago, it has become an increasingly important part of the way
we do business. In 2015, we:

Health, safety and wellness

• Implemented D&I Charters, which empower each of our

businesses, functions and geographies, to be accountable
for delivering relevant D&I objectives

• Established three Global Employee Networks to provide

structure support to employees in more than 30 countries,
specifically:

––The Global Women’s Network in March
––The Global LGBT and Allies Network in May. Employees
in more than 20 countries have now signed up to the
Group’s Global LGBT Allies Programme

––The Global Disability Network in December. This was

recognised by Springboard Consulting, a leading expert
in bringing workplace disability into the mainstream.
We were awarded two Disability Matters Awards: one for
raising awareness about the International Day of Persons
with Disabilities and another for our work in supporting
line managers who have team members with disabilities

In 2015, Standard Chartered became a founding patron of
the Global Diversity List, which aims to create the definitive
global diversity standard that covers every aspect of diversity
worldwide. In addition, we became a founding member of
the Open for Business coalition, which aims to reinforce
comprehensive evidence for lesbian, gay, bisexual and
transgender (LGBT) inclusion on a global basis.
For more information on our gender diversity in leadership
and on the Board, please refer to page 343.

We are committed to providing a safe, secure and healthy
working environment for our employees and customers.
We remain steadfast in our commitment to ensure the
highest standards of health and safety wherever we operate.
This includes established global ergonomic design standards
to minimise any occupational injury or illness, online health
and safety training, and an online safety and incident
reporting portal.
Sometimes, these standards are compromised by events
outside of our control, such as the earthquake in Nepal, the
explosion in Tianjin or the flooding in Chennai. The health and
safety of our employees and customers during these crises was
paramount, with various individuals and teams working around
the clock to account for the whereabouts of staff members,
to secure buildings and, in some instances, to erect temporary
accommodation for those unable to return to their homes.
Our people responded proactively and upheld our commitment
to be Here for good by overcoming the adversities to keep our
business-critical systems running.
Our priorities in 2016

• Embedding our new organisational structure
• Supporting our people through change
and building engagement

• Reinforcing a culture of performance and

good conduct, from hiring processes and
training and development, to recognising
successes and performance management

• Addressing feedback from our
My Voice survey
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Community engagement

To create long-term value, we seek to address social and
economic issues that affect the communities where we work
and live. In 2015, we invested $60.3 million, or the equivalent
of 1.42 per cent of our 2014 operating profit, across our
communities. We work closely with local non-governmental
organisations (NGOs) and our employee volunteers to deliver
programmes focused on health and education.
Employee volunteering
We encourage our employees to share their skills to support
the successful delivery of our programmes, and to contribute
to their communities. Every employee is entitled to three days
of paid volunteering leave annually. To support the adoption
of the United Nation’s Sustainable Development Goals (SDGs)
in 2015, we launched an internal campaign encouraging our
employees to volunteer and support the SDG that matters
most to them. In 2015, 57 per cent of employees volunteered,
contributing to a total of 77,900 volunteering days.
Community programmes
The health of a community greatly impacts the quality of
life for individuals and their ability to take up employment
opportunities. Seeing is Believing (SiB) is our global
programme to tackle avoidable blindness and visual impairment.
In 2015, we raised $7 million through fundraising and bank
matching. From 2003 to 2015, we raised $86.3 million and
supported 101 projects across 29 countries. These projects
have delivered medical interventions, supported health
education and improved access to eye-care for more than
111 million people.

Our Positive Living programme promotes awareness and
understanding of HIV and AIDS. In 2015, we updated our
Positive Living training toolkit in 11 languages. We also
strengthened our internal HIV and AIDS procedure to ensure
that employees across all of our markets are protected through
non-discrimination and non‑disclosure clauses. Through our
partnership with the MTV Staying Alive Foundation, we
supported eight projects aimed at educating and creating
awareness among youth in seven markets.
Education provides the foundation for long-term economic
growth. Goal, our global education programme for adolescent
girls and young women, uses sports and life-skills training to
equip girls with the confidence, knowledge and skills they
need to be leaders in their communities. In 2015, we reached
over 71,200 girls across 25 countries. From 2006 to 2015,
we helped to empower 217,000 girls. In 2015, we piloted an
employability programme in India and trained 110 girls on
private-sector employability skills. Globally, 203 girls secured
paid jobs in 2015, including as Goal coaches.
Our financial education programmes use employee volunteering
to build the financial capability of youth and entrepreneurs.
Working with schools and communities, our Financial Education
for Youth programme reached more than 103,600 young people
across 24 markets in 2015. Our Education for Entrepreneurs
programme focuses on non-client micro and small business
owners. In 2015, we trained over 1,200 entrepreneurs in
11 countries, 71 per cent of whom were women.
We work with partners to help our communities manage
emergency situations and try to protect social and economic
gains made prior to the crisis. In 2015, we contributed $750,000
to relief efforts, with a focus on earthquake recovery in Nepal.

The goal of employment
Across our markets, many girls and women lack access to
employment opportunities, affecting the economy and society.
In 2015 in New Delhi, India, we piloted an employability
programme with the top 110 graduates of Goal, our global
education programme for adolescent girls and young women.
The employability programme involved training on CV
preparation, career planning and workplace communications.
Our clients offered exposure visits and work experience to
the participants, and our staff helped by identifying job
opportunities and mentoring the girls.
As a result of the pilot, 34 girls secured paid jobs and 29
decided to pursue additional education and make career
plans. Through these successes, and feedback from girls,
we have learned valuable lessons to help us refine our
approach. For example, girls need more opportunities to
learn about the career paths available to them; many were
not aware of their options, or their aspirations did not match
entry-level roles available.
A graduate of Goal, Jyoti Kumari, secured a job as a Human
Resources Associate with Precision Testing Machines Private
Limited through the employability pilot. Before joining Goal,
Jyoti worked in telephone sales. She was on low wages, and
lacked the skills and guidance to progress. By participating
in the pilot, she improved her English language skills and
decided to pursue a Master’s degree in management.
This will widen her future career opportunities.
CONTENTS

PREVIOUS PAGE

BACK

FORWARD

23

Risk management
Our risk tolerance is aligned with our new strategy

We manage our risks to build a sustainable franchise
in the interests of all our stakeholders. The Group has
a defined Risk Tolerance Statement, approved by the
Board, which is an expression of the maximum level of
risk we are prepared to take in pursuit of our strategy.
We have a well-established risk governance structure
and we closely manage our risks to maintain the
Group’s risk profile in compliance with the Risk
Tolerance Statement.

activities we undertake in the markets in which we operate.
We have low exposure to asset classes and segments outside
our core markets and target customer base. Our balance sheet
is highly liquid and diversified across a wide range of products,
industries, geographies and client segments, which serves to
mitigate risk. We review and adjust our underwriting standards
and limits in response to observed and anticipated changes
in the external environment and the evolving expectations of
our stakeholders.

We announced our new strategy in November 2015 and at the
same time reviewed our risk tolerances to align our risk profile
to our business strategy. The Group has identified a number
of exposures for liquidation that would currently exceed these
tolerance levels. The portfolio for the ongoing business is
consistent with our business model and the core business

This section provides a high-level overview of our risk profile,
Risk Management Framework, Risk Tolerance Statement and
principal uncertainties.
Further details are set out in the Risk and capital review
section on pages 156 to 225

Risk profile
Highly diversified
and short tenor
portfolio

• Our balance sheet remains resilient and well diversified across a wide range of geographies, client segments,
industries and products which serves to mitigate risk

• Other than financing, insurance and non-banking, no single industry’s concentration represents more than

14 per cent of loans and advances to customers in the Corporate & Institutional Clients and Commercial Clients
segments. Financing, insurance and non-banking industry is 21 per cent and mostly to investment grade institutions
for liquidity management purposes. The loan portfolio remains predominantly short dated, with 67 per cent of loans
and advances to customers in the Corporate & Institutional Clients and Commercial Clients segments maturing
in under one year

• Our top 20 corporate exposures have reduced as a percentage of Tier 1 capital, and continue to be highly
diversified, with each, on average, spread across seven markets and five industries

• Over 46 per cent of the corporate portfolio is investment grade and this mix is improving
• We hold a diverse mix of collateral, valued conservatively. Over half of our sub-investment grade corporate portfolio
is collateralised. 60 per cent of long-term sub investment grade is collateralised

• More than 40 per cent of customer loans and advances are in Retail Products; the unsecured portion of the portfolio
is down from 19 per cent to 15 per cent in 2015, in part reflecting the effects of risk mitigating actions on the
unsecured book. The overall loan-to-value ratio on our mortgage portfolio is less than 50 per cent

• We have low exposure to asset classes outside our core markets
Strong capital
and liquidity
position

• We remain well capitalised and our balance sheet remains highly liquid
• We have a strong advances-to-deposits ratio
• We remain a net provider of liquidity to interbank markets
• Our customer deposit base is diversified by type and maturity
• We have a substantial portfolio of liquid assets which can be realised if a liquidity stress occurs

Robust risk
governance
structure and
experienced
senior team

• We have a clear Risk Tolerance Statement which is aligned to the Group’s strategy; it is approved by the Board
and informs the more granular risk parameters within which our businesses operate

• We continuously monitor our risk profile to ensure it remains within our risk tolerance and regularly conduct
stress tests

• We review and adjust our exposures, underwriting standards and limits in response to observed and anticipated
changes in the external environment and expectations

• We have a very experienced senior risk team and our risk committees are staffed by the Group’s most senior leaders
• We have a robust Risk Management Framework that assigns accountability and responsibility for the management
and control of risk

• We maintain a consistent and highly selective approach to large corporate credit underwriting
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Risk Management Framework
Effective risk management is fundamental to being able to
generate profits consistently and sustainably and is thus a
central part of the financial and operational management of
the Group.

owner’s responsibilities is defined by a given type of risk
and is not constrained by functional, business or geographic
boundaries. The second line control functions must be
independent of the businesses they control, to ensure that the
necessary balance in risk/return decisions is not compromised
by short-term pressures to generate revenues. The major risk
types are defined below and on the following page

Ultimate responsibility for the Group’s strategy, for setting our
Risk Tolerance Statement and for the effective management of
risk rests with the Board. The Standard Chartered Bank Court
(the ‘Court’), which comprises the Group executive directors
and other directors, is the highest executive body of the Group.
The Court has executive responsibility for risk management and
delegates authority for the management of risk to the Group
Risk Committee and the Group Asset and Liability Committee.

The Group Chief Risk Officer directly manages a risk function
that is separate and independent from the origination, trading
and sales functions of the businesses.

Roles and responsibilities

Risk tolerance and strategic alignment

Roles and responsibilities for risk management are defined
under a Three Lines of Defence model. Each line of defence
describes a specific set of responsibilities for risk management
and control:

The management of risk lies at the heart of our business. One of
the main risks we incur arises from extending credit to clients
through our trading and lending operations. Through our Risk
Management Framework we manage risks Group-wide, with the
objective of maximising risk-adjusted returns while remaining
within our risk tolerance. Our primary risk types are set out in
the accompanying table, with an explanation of how they arise
from our business. We recognise that a single transaction or
activity may give rise to multiple types of risk exposure, and
we use risk types to ensure comprehensive and consistent
identification and control of risks, wherever they may arise.

• First line of defence: all employees are required to ensure

the effective management of risks within the scope of their
direct organisational responsibilities. Business, function and
geographic heads are accountable for risk management in
their respective businesses and functions, and for countries
where they have governance responsibilities

• Second line of defence: risk control owners, supported by

their respective control functions, are responsible for ensuring
that the residual risks within the scope of their responsibilities
remain within risk tolerance. The scope of each risk control

• Third line of defence: the independent assurance provided
by the Group Internal Audit function. Its role is defined and
overseen by the Audit Committee of the Board

Our approach to managing each risk type is set out in the
Risk management approach section on pages 204 to 217
and Capital management and governance on page 225.
Our risk profile disclosures are set out on pages 161 to 199

Risk type

How this arises from our business

Credit
Potential for loss due to failure of
counterparty to meet its obligations to pay
the Group in accordance with agreed terms

Arises principally from lending, or from
other financial commitments from clients
or third parties. Lending and helping clients
manage their financial risks is core to our
banking services

Country cross-border
Potential for loss due to the inability to obtain
payment from clients or third parties on their
contractual obligations, as a result of certain
actions taken by foreign governments, chiefly
relating to convertibility and transferability of
foreign currency

Arises from activities involving lending or
transactions across borders or in a currency
other than the currency in which the
transaction is booked. Providing funds
across borders and currencies facilitates
trade and cross-border investment and is
a core part of our service

Market
Potential for loss of earnings or economic
value due to adverse changes in financial
market rates or prices

Arises predominantly from providing clients
access to financial markets, facilitation of
which entails taking moderate market risk
positions. Also arises in the non-trading book
from the requirement to hold a large liquid
assets buffer of high-quality liquid debt
securities, and from the translation of
non-dollar denominated assets, liabilities
and earnings

The Group should control its trading portfolio
and activities to ensure that market risk
losses (financial or reputational) do not cause
material damage to the Group’s franchise

Liquidity
Potential that the Group does not have
sufficient financial resources in the short
term to meet its obligations as they fall due,
or can access these financial resources only
at excessive cost

We balance the needs of depositors who
require ready access to their cash and
savings, while providing longer-term loans
to clients who need the financial stability
to invest in longer-term projects such as
housing or infrastructure

The Group should be able to meet its
payment and collateral obligations under
extreme but plausible liquidity stress
scenarios without recourse to extraordinary
central bank support
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Risk Tolerance Statement

The Group manages its credit and country
cross-border exposures following the
principle of diversification across products,
geographies, client segments and
industry sectors
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Risk management

Risk type

How this arises from our business

Risk Tolerance Statement

Operational
Potential for loss resulting from inadequate
or failed internal processes, people and
systems or from the impact of external
events, including legal risks

Operational risks are inherent in all our
activities and our business. While these
risks are actively managed, they cannot
be entirely avoided

The Group aims to control operational risks
to ensure that operational losses (financial
or reputational), including any related to
conduct of business matters, do not cause
material damage to the Group’s franchise

Reputational
Potential for damage to the Group’s
franchise, resulting in loss of earnings or
adverse impact on market capitalisation
as a result of stakeholders taking a negative
view of the Group or its actions

Our reputation is a function of how we are
perceived by our stakeholders, including
clients, investors, regulators, employees
and the societies in which we operate.
Reputational risk may also arise from a failure
to comply with environmental and social
standards in our relationship with clients
and in our financing decisions

The Group will protect its reputation to
ensure that there is no material damage
to the Group’s franchise

Pension
Potential for loss due to having to meet an
actuarially assessed shortfall in the Group’s
pension schemes

Arises from defined benefit pension schemes
provided to the Group’s employees in some
markets. This is principally a legacy of
pension commitments made to employees
in previous years

The Group will manage its pension plans
such that:

• There is no material unexpected

deterioration in their funding requirements
or other financial metrics

• Members’ benefits will continue in their

current form although management
actions such as a removal of discretionary
benefits are allowable in the case of a
market stress event

Capital
Potential for actual or opportunity loss from
sub-optimal allocation of capital or increase
in cost of capital

We are committed to growth underpinned
by the diversity of our business across clients
and customers, products and geographies

Strategic
Potential for opportunity loss from failure
to optimise the earnings potential of the
Group’s franchise

This arises from a failure to react
appropriately to external triggers, such as
economic, client, competition, technology
or regulatory trends. Strategic risk can also
arise from internal decisions that we make,
such as entering new businesses or markets.
Such decisions could lead to financial losses,
lost opportunities, or reputational or
conduct risk
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Under stressed conditions, of a severity
experienced on average once in 25 years,
the Group’s prudential capital ratios on a
transitional basis should exceed minimum
regulatory capital requirements (being the
level at which the Group can operate
without additional regulatory restrictions
on its activities), without recourse to
external sources
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Principal uncertainties
We are in the business of taking selected risks to generate
shareholder value, and we seek to contain and mitigate these
risks to ensure they remain within our risk appetite and are
adequately compensated.

The key uncertainties and material risks we face are set out
below. This should not be regarded as a complete and
comprehensive statement of all potential risks and uncertainties
that we may experience.
Further details on Principal uncertainties are set out in the
Risk and capital review on pages 200 to 203

Uncertainty

Description

Mitigants

Deteriorating macroeconomic
conditions in footprint countries

• Deteriorating macroeconomic conditions

• We balance risk and return, taking account

Financial markets dislocation

can have an impact on our performance
via their influence on personal expenditure
and consumption patterns; demand for
business products and services; the debt
service burden of consumers and
businesses; the general availability of
credit for retail and corporate borrowers;
and the availability of capital and liquidity
for our business

• A sudden financial markets dislocation

could affect our performance, directly
through its impact on the valuations of
assets in our available-for-sale and trading
portfolios or the availability of capital
or liquidity

• Financial markets instability also may

increase the likelihood of default by our
counterparties; and may increase the
likelihood of client disputes

of changing conditions through the
economic cycle

• We monitor economic trends in our markets
very closely and continuously review the
suitability of our risk policies and controls

• We stress test our market risk exposures to

highlight the potential impact of extreme market
events on those exposures and to confirm that
they are within authorised stress loss triggers.
Stress scenarios are regularly updated to
reflect changes in risk profile and economic
events. Where necessary, overall reductions
in market risk exposure are enforced

• We carefully assess the performance of all

of our counterparties in stress scenarios and
adjust our limits accordingly

• We maintain robust processes to assess the

suitability and appropriateness of the products
and services we provide to our clients

Geo-political events

• We face a risk that geo-political tensions

• We actively monitor the political situation in all

• The banking industry has long been a

• We seek to be vigilant to the risk of internal and

or conflict in our footprint could impact
trade flows, our customers’ ability to
pay and our ability to manage capital
across borders

Risk of fraud and other
criminal acts

target for third parties seeking to defraud
and disrupt legitimate economic activity,
or to facilitate other illegal activities.
The risk posed by such criminal activity
is growing as criminals become more
sophisticated and as they take advantage
of the increasing use of technology and
the internet. The incidence of cyber
crime is rising, becoming more globally
coordinated, and is a challenge for all
organisations

of our principal markets and conduct regular
stress tests of the impact of such events on our
portfolios, which inform assessments of risk
appetite and any need to take mitigating action
external crime in our management of people,
processes and systems and in our dealings
with customers and other stakeholders

• We have implemented a range of cyber crime
defences to protect from hacking, misuse,
malware, errors, social engineering and
physical threats

• Controls are embedded in our policies and

procedures across a wide range of the Group’s
activities, such as origination, recruitment,
physical and information security

• We perform regular reviews of our control

environment, perform external benchmarking
against government and international cyber
standards and frameworks, and conduct
tests of our defences against cyber and
other attacks

• We actively collaborate with our peers,
regulators and other expert bodies as
part of our response to this risk
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Risk management

Uncertainty

Description

Mitigants

Exchange rate movements

• Changes in exchange rates affect

• We actively monitor exchange rate movements

the value of our assets and liabilities
denominated in foreign currencies,
as well as the earnings reported by our
non-US dollar denominated branches
and subsidiaries

• Sharp currency movements can also

and adjust our exposure accordingly

• Under certain circumstances, we may

take the decision to hedge our foreign
exchange exposures in order to protect our
capital ratios from the effects of changes in
exchange rates

impact trade flows and the wealth of
clients, both of which could have an
impact on our performance

Regulatory changes

• The nature and impact of future changes

in economic policies, laws and regulations
are not predictable and may run counter
to our strategic interests. These changes
could also affect the volatility and liquidity
of financial markets, and more generally
the way we conduct business and manage
capital and liquidity

Regulatory compliance

• Although we seek to comply with all

applicable laws and regulations, we are
and may be subject to regulatory reviews
and investigations by governmental and
regulatory bodies, including in relation to
US sanctions compliance and anti-money
laundering controls. We cannot currently
predict the nature or timing of the outcome
of these matters. For sanctions compliance
violations, there is a range of potential
penalties which could ultimately include
substantial monetary penalties, additional
compliance and remediation requirements
and/or additional business restrictions

• Regulators and other agencies in certain

markets are conducting investigations
into a number of areas of regulatory
compliance and market conduct, including
sales and trading, involving a range of
financial products, and submissions
made to set various market interest rates
and other financial benchmarks, such
as foreign exchange. Further details
of material settlements and ongoing
investigations are set out on pages
201 to 203
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• We review key regulatory developments
in order to anticipate changes and their
potential impact on our performance

• Both unilaterally and through our participation

in industry groups, we respond to consultation
papers and discussions initiated by regulators
and governments. The focus of these activities
is to develop the framework for a stable and
sustainable financial sector and global economy

• We have established a Board-level Financial

Crime Risk Committee and, since 2013,
we have had a Financial Crime Risk Mitigation
Programme. This is a comprehensive,
multi-year programme designed to review
and enhance many aspects of our existing
approach to money laundering prevention,
combating terrorism finance, sanctions
compliance and the prevention of bribery
and corruption

• We are contributing to industry proposals to

strengthen financial benchmarks processes
in certain markets and continue to review our
practices and processes in the light of the
investigations, reviews and industry proposals

• We are cooperating with all relevant ongoing
reviews, requests for information and
investigations

• In meeting regulatory expectations and

demonstrating active risk management, the
Group also takes steps to restrict or restructure
or otherwise to mitigate higher-risk business
activities which could include divesting
or closing businesses that exist beyond
risk tolerances
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We have a Group structure operated through both subsidiaries
and branches, and maintain a consistent approach to overall
governance, while respecting local legal, regulatory and
governance requirements. During the year under review,
governance was managed across the Group’s eight geographic
regions – through the respective regional chief executive officer
offices, the business and functions. As part of the business
reorganisation1 the number of regions has been reduced to
four. This ensures that the Group is effectively managed and
controlled in line with the new strategy, announced in November
2015, the Group’s values and culture, and with regard
to the requirements of all the Group’s stakeholders. In addition
to clients, these stakeholders include governments, regulators,
shareholders, employees, suppliers and the communities
in which it operates.
As a leading international bank, we strive for best practice in
corporate governance across our footprint. We believe that
simply complying with written corporate governance standards
is not enough. It is vital for companies to have an underlying
culture with behaviours and values that support effective
corporate governance. It is the responsibility of all of our
employees to be responsive and vigilant to ensure compliance
with both the letter and the spirit of our governance framework.
At Standard Chartered, every employee is expected to live the
Group’s brand promise, Here for good, and be part of a culture
that is open and challenging, yet cohesive and collaborative. We
take care to ensure that all employees have, and demonstrate,
the necessary skills, values and experience commensurate with
their responsibilities. We place as much emphasis on the way
employees behave as on what they deliver.
An overview of the activities of the Board and its committees
can be found on pages 66 to 141

Who is on our Board
The Board’s composition, structure and size underwent further
significant change through the course of 2015 and into 2016.
The changes will result in a smaller Board of 14 directors at
the end of April 2016, consisting of the Chairman, two
executive directors and 11 independent non-executive
directors. This ongoing refreshment of the Board ensures
we maintain a combination of broad-based banking, finance,
risk and accounting skills and experience, representation
from across our key markets, and a diversity of perspective.
1. The reorganisation of our business was implemented on 1 October 2015, and will be
reflected in our 2016 Annual Report and Accounts

Strategic report

Our approach to governance

Group overview

Governance overview
Supporting decisions and guiding behaviours across the Group

Details of the changes to the composition of the Board can be
found on page 71.
Code compliance
We apply the provisions of the UK Corporate Governance
Code 2014 (the ‘Code’). The directors confirm that the Group
has complied with all of the provisions set out in the Code
during the year ended 31 December 2015, subject to Peter
Sands not seeking re-election at the 2015 Annual General
Meeting (AGM). This was a conscious decision following the
announcement, made prior to the AGM, that Peter would
step down from the Board on 10 June 2015, shortly after
the AGM.
We have complied with the code provisions of the Hong
Kong Corporate Governance Code (Appendix 14 of the
Hong Kong Listing Rules), save that the Board Risk
Committee, instead of the Audit Committee, is responsible
for the oversight of internal control (other than internal control
over financial reporting) and risk management systems (Code
provision C.3.3 (f), (g) and (h) of Appendix 14). The Group’s
governance structure of a separate Audit Committee and
Board Risk Committee complies with recent amendments to
the above provisions which apply to the Group’s accounting
period from 1 January 2016.
The Group confirms that it has adopted a code of conduct
regarding directors’ securities transactions on terms no less
exacting than required by Appendix 10 of the Hong Kong
Listing Rules. Having made specific enquiry of all directors,
the Group confirms that all directors have complied with the
required standards of the adopted code of conduct.
Our Board and its committees
The Board delegates certain responsibilities to its committees
to assist it in carrying out its function of ensuring independent
oversight. With the exception of the Governance and
Nomination Committee which, in keeping with the provisions
of the Code, is chaired by the Group Chairman, all of the
Board committees are made up of independent non-executive
directors and play an important role in supporting the Board.
In addition to four independent non-executive directors, the
Board Financial Crime Risk Committee also comprises four
independent external advisor members.
A list of the Board directors and their biographies are set out
on pages 62 to 65. Biographies of the four external advisor
members can be found on page 97.

Standard Chartered PLC Board

Audit
Committee
Oversight and
review of financial,
audit and internal
control issues.
More details on
page 79.
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Board Risk
Committee
Oversight and review
of fundamental risks
including credit,
market, capital,
liquidity, operational,
country cross-border
and pension risks.
More details on
page 85.
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Brand, Values
and Conduct
Committee
Oversight of the
positioning of the
Group’s brand,
conduct, culture and
values, reputational
risk, government and
regulatory relations,
and sustainability
issues. More details
on page 89.
FORWARD

Remuneration
Committee
Oversight and review
of remuneration,
share plans and
other incentives.
More details on
page 99.

Governance and
Nomination
Committee
Oversight and review
of Board and
executive succession,
overall Board
effectiveness and
governance issues.
More details on
page 93.

Board Financial
Crime Risk
Committee
Oversight and review
of all financial crime
compliance matters.
More details on
pages 96.
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Directors’ remuneration overview
Incentivising the delivery of the new strategy
and growth in shareholder returns
In this extract from the directors’ remuneration report,
we summarise the 2015 remuneration decisions in
relation to Group annual incentives and the executive
directors. We also summarise the key features of the
new proposed directors’ remuneration policy.
More details can be found in the Directors’ remuneration
report on pages 99 to 141

During 2015, the Group announced comprehensive changes
to its strategy, structure and leadership, with a view to
positioning the Group for sustainable growth and the delivery
of improved returns.
2015 has been poor in respect of the key financial metrics
for performance of the business and there has also been a
material decline in share price, alongside a cut in the dividend.
This financial performance has had a significant influence on
the Committee’s decision making for the year.

proposed with a simplified structure and
increased long-term focus. This will be put
to shareholders for approval at the Annual
General Meeting (AGM) in May 2016

• The new policy has two elements – an

annual incentive and stretching long-term
incentive plan (LTIP) performance conditions

• 2015 Group annual incentives of

$855 million, down 22 per cent from 2014
and down 41 per cent since 2011

• No 2015 annual incentive award for

Group performance and remuneration for 2015
In light of the Group’s performance, the Committee determined
that discretionary annual incentives for 2015 should be
$855 million, a reduction of 22 per cent on 2014. Since 2011,
annual incentives are down by 41 per cent. The Committee
decided this level of annual incentives was required in order
to reward and incentivise those employees who remain
with the Group to deliver the new strategy announced in
November 2015.
Incentives trend 2011 to 2015 $million

executive directors

• Subject to approval of the new policy,

LTIP will be used to incentivise directors
to deliver the new strategy and grow
shareholder returns

• The aim to simplify incentive arrangements and give a clearer
and more transparent remuneration policy

58

61

1,441

1,364

• The recent corporate changes and new business strategy,
announced to shareholders in November 2015

54
1,154

3
1,095

93
(22)%

855

2011

2012

2013

2014

2015

LTIP
Annual incentives

The Committee concluded that it would not be appropriate to
award annual incentives to the most senior management for
2015 performance. However, incentives to execute the strategy
and create sustained shareholder value are key to delivery of
the plan. The value of the 2015 long-term incentive awards will
be determined by Group performance over the period 2016 to
2018. Incentive awards were also made to individuals who left
the Group during 2015 as part of restructuring, who were in
service for at least nine months of the year, totalling $45 million.
New proposed directors’ remuneration policy
We intend to propose a new directors’ remuneration policy
to shareholders for approval at our AGM in May 2016.
This policy, set out in this directors’ remuneration report
and summarised below, has been developed giving
consideration to the following:
Standard Chartered Annual Report 2015

• The Committee’s objective to align remuneration packages
with the delivery of the new strategy and improved
shareholder returns

• Shareholder preferences for a simpler and clearer

remuneration policy with greater focus on long-term
performance and our undertaking to shareholders to reflect
these preferences in a new policy once the regulatory position
was clearer

(41)%
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• A new directors’ remuneration policy is

• Regulatory developments, in particular the new requirements

published by the Prudential Regulatory Authority (PRA) in June
2015, require a certain proportion of variable remuneration
to vest no faster than pro rata over three to seven years after
award. In addition, the remuneration guidelines published
by the European Banking Authority (EBA) late in 2015, contain
further provisions around the operation of share awards

In light of the above, the Committee decided it would be
appropriate to propose a new remuneration policy, with the
following characteristics:

• Separate annual incentive award alongside a long-term

incentive plan (LTIP) award to give a simpler remuneration
structure with a clear link to short- and long-term
performance. At least 60 per cent of the variable
remuneration opportunity will be subject to stretching
long-term performance measures

• Annual incentive and LTIP performance measures
focused on the new business strategy

• Increased length of remuneration deferral from three
to seven years
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Directors’ remuneration for 2015
In light of the Group’s financial performance in 2015, it was
determined that all executive directors should have zero annual
incentives for 2015. This decision was arrived at following
consideration of the specific performance measures applicable
to variable remuneration determinations and the wider financial
Group performance.
In addition, all LTIP awards granted to executive directors
in 2013 lapse in full given performance measures have not
been met.
Subject to shareholder approval of the new remuneration
policy at our AGM in May 2016, LTIP awards will be granted

to Bill Winters and Andy Halford, delivered in shares (with a
face value of 200 per cent of fixed remuneration at the time of
award) and subject to the satisfaction of stretching long-term
performance measures, which will be measured over three
years. These performance measures comprise of a return on
equity (RoE) measure (with a Common Equity Tier 1 (CET1)
underpin), a relative total shareholder return (TSR) measure
and other measures which are aligned with the new strategy.
If performance measures are achieved, the shares will vest
over the period 2019 to 2023.
The impact of these decisions on the current executive
directors’ total remuneration is set out in the table below.

W T Winters

A M G Rees

A N Halford

2015

2014

2015

2014

2015

0

–

0

0

0

866

0%

–

0%

–

0%

58%

Single total figure of remuneration (excluding
pension and buy-out of incentives for new
joiners) ($000)

2,432

–

2,683

2,992

2,158

2,056

2016-18 LTIP award (face value) proposed
to be granted in May 2016 ($000)

8,435

–

0

–

5,037

–

Proposed 2016-18 LTIP as a percentage
of fixed remuneration

200%

–

0%

–

200%

–

Annual incentive ($000)
Annual incentive as a percentage of maximum

2014

Board changes
The Committee considered the remuneration of a number
of Board joiners and leavers during the year, including Peter
Sands, Jaspal Bindra and V Shankar, who stepped down
as executive directors, and Bill Winters, who joined the
Board as Group Chief Executive in June.
The arrangements for these joiners and leavers were dealt with
in accordance with the framework of the approved directors’
remuneration policies for recruitment and termination.
Specific details on the remuneration arrangements on
leaving for Peter, Jaspal and V Shankar have been
announced previously.
On 7 January 2016, it was announced that Mike Rees would
retire from the Board on 30 April 2016. In line with the UK
reporting regulations, details of the relevant remuneration
arrangements on leaving were set out in the London Stock
Exchange announcement on 7 January 2016.
As part of Bill Winters’ remuneration arrangements, the
Committee approved a buy-out award. This compensated
Bill for the forfeiture of share interests on joining from his
previous employment. The buy-out award is in the form of
shares in the Group with a value of $9.93 million as at the date
of grant (22 September 2015), significantly lower in value than
the value of the share interests forfeited.
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Business environment
A year of divergence

In 2015, the major economies continued the recovery
seen in 2014, supporting global growth which likely
expanded by 2.9 per cent. The eurozone grew faster
than in 2014 while growth in the US stabilised.
Emerging markets saw softer growth in 2015, with
China’s slowdown continuing and commodity prices
falling sharply.
Asia, excluding Japan, likely expanded GDP by 6 per cent
in 2015; Africa grew by 2.4 per cent and the Middle East by
3.5 per cent. Despite its slowdown, China continued to be
one of the fastest-growing economies in the world, likely
expanding by 6.9 per cent in 2015. India also likely maintained
an impressive growth rate of 7.4 per cent in 2015, slightly
above growth in 2014.
China focused on rebalancing, with policy makers working
to boost consumption and services relative to investment,
manufacturing and construction. The US started to normalise
its monetary policy, with a 0.25 percentage point interest rate
hike in December 2015, the first rise in interest rates since
2006. Despite the end of quantitative easing in the US, global
monetary policy remained easy, with the Bank of Japan (BoJ),
the European Central Bank (ECB) and the People’s Bank of
China (PBoC) all easing monetary conditions. This theme of
divergence is likely to continue in 2016 as China’s growth eases
back to a slower pace and oil-exporting economies mark time,
while developed economies accelerate.
The outlook for 2016
The macroeconomic outlook is subdued. No economy
is booming, and global growth is likely to ease slightly to
2.7 per cent during the year. In 2016, China and the US Federal
Reserve (Fed) are likely to continue to set the beat for global
economies and financial markets. The risks are that China does
not achieve a soft landing and that the Fed tightening cycle
derails the US recovery. However, we expect increased policy
clarity from the US and China to create a more palatable
backdrop for emerging markets in 2016. While the lack of
momentum in the world economy is likely to persist, market
sentiment is poised to improve as markets readjust
expectations regarding the Fed and China.
China’s economy is indeed slowing, but, following recent
market volatility, we expect policy makers to prioritise economic
growth in the short run. As a result, we expect growth to
stabilise over the coming quarters. We also think concerns of
a hard landing are overblown. The market has focused on the
manufacturing sector, which is facing pressure, but we think
this misses the bigger picture of China’s economic rebalancing.
The services sector, which now contributes more than
50 per cent of China’s GDP, is robust.

Europe, Japan, China and India. Asia will continue to drive global
growth. Africa could face short‑term pressures. Although longerterm fundamentals such as demographics and urbanisation
remain positive, the accumulation of foreign-currency debt,
together with a dependence on commodities, leaves the region
vulnerable to changes in the global environment.
In the Middle East, oil producers have prudently made use of
past savings to absorb shocks to their domestic economies.
In the Gulf Cooperation Council (GCC) countries, we expect
fiscal policy to tighten as oil prices remain below budget
breakeven points in countries such as Saudi Arabia and the
UAE for most of 2016. Liquidity is also likely to tighten as
governments draw down their deposits with local financial
institutions to fund their deficits. As the authorities use up
domestic deposits to fund budgets, liquidity on the ground
should begin to tighten.
We expect the eurozone economy to improve further in 2016
compared with 2015, supported by buoyant domestic demand.
Growth should remain underpinned by low oil prices, a low
trade-weighted euro exchange rate, and relatively low financing
costs. Monetary and fiscal policy should be more supportive
in 2016, and strong consumer sentiment – helped by falling
unemployment and rising real incomes – should drive
consumption. Bank lending to companies began to rise again in
2015, but ongoing deleveraging and high non-performing loans
are likely to limit investment’s contribution to growth. The main
risks are that high unemployment brings political instability,
damaging confidence, and that slow progress on reforms,
especially in France and Italy, depresses confidence and limits
growth potential. In Japan, ‘Abenomics’ and its combination of
fiscal and monetary stimulus have helped to push up growth.
Lower oil prices are also a significant benefit to Japan, though
the resulting lower inflation will delay progress towards the
2 per cent inflation target.
Asia
We expect Asia’s growth to be 6.1 per cent in 2016, compared
to 6 per cent in 2015. After an eventful and volatile summer in
2015, there is market concern about whether Asia is heading
for another recession like that seen in 1997 to 1998. We do not
expect this, as Asia’s fundamentals are significantly stronger
today than they were heading into that crisis. The first critical
difference is that today’s more freely moving exchange rates
In 2015, China’s economy likely expanded 6.9 per cent, one of the fastest
growing in the world

Following the rate hike in December 2015, we expect no further
Fed rate increases in 2016, making the Fed tightening cycle very
shallow. We expect the Fed funds rate to peak at 0.5 per cent
by the first quarter of 2016, lower than the market anticipates,
and for the Fed to cut rates again in late 2016 as US growth
slows. This suggests that beyond the initial period when markets
reprice risk, interesting opportunities will arise for investors.
Meanwhile, we expect oil prices to stay low in the first half
of 2016, before rising in the second half due to non-OPEC
production constraints. Low oil prices in the near term should
boost growth in all the major economies including the US,
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The Business environment report has been produced by
our Global Research team. The forecasts for 2016 reflect
their projections.

Growth in 2016 to remain resilient

China

South Korea

Hong Kong

UAE

6.8%

2.8%

2.4%

2.9%

2015: 6.9%

2015: 2.6%

2015: 2.4%

2015: 3.8%

India1

Indonesia

Singapore

Nigeria

7.6%

5.2%

2.1%

5.0%

2015: 7.4%

2015: 4.7%

2015: 1.8%

2015: 2.8%

1. India’s financial year starts in April

can adjust to changes in fundamentals, such as terms of trade,
without leading to major knock-on credit events. Asia’s external
debt is now denominated in both local and foreign currency,
and most foreign-currency debt is hedged or matched with
known future foreign exchange (FX) receivables. Malaysia’s
foreign-currency-denominated debt now accounts for just
47 per cent of its total external debt, down sharply since before
the Asian crisis. Ratios of FX reserves to short-term debt and
imports have also improved. While risks from prior leverage
excesses in some sectors and economies may reduce policy
makers’ options to boost growth, we think these risks
are manageable.
China’s economy is likely to grow by 6.8 per cent in 2016.
We expect more policy clarity in the coming months, with
the emphasis on supporting shorter-term growth. The key
support for China’s growth is likely to come from fiscal policy,
complementing the monetary easing already implemented.
In terms of fiscal policy, China is likely to continue to use
quasi-fiscal policy stimulus via the recapitalisation of policy
banks in order to support growth. Reforms that support
longer-term growth, particularly state-owned enterprises
reform, may also make more progress in the coming months.
This should stabilise sentiment towards China and the region.
The biggest risk to this view would be a further sudden,
sharp weakening in the CNY, which we do not expect.
Elsewhere in Asia, progress is likely to continue to be made on
domestic stimulus measures. Across Asia, we forecast further
monetary easing (in Australia, Malaysia and Indonesia) or no
policy change in the first half of 2016. In the second half, we
expect some economies to tighten monetary policy, though
only modestly and from ultra-accommodative levels. This will
be partly in response to a gradual uptrend in inflation as energy
price inflation resumes in 2016. Risks to our view are skewed
towards the dovish side given persistently disappointing
external demand in recent years and the lack of pent-up
inflation pressure. Monetary conditions are also relatively tight
in most economies; the only exceptions, by our estimates,
are Malaysia and South Korea. Elections will be the main focus
of 2016 in South Korea and the Philippines.
In Indonesia, public investment is also accelerating, albeit
from a low base. While consumer spending is the bedrock of
Indonesia’s growth, the swing factor for 2016 is likely to be the
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implementation of infrastructure investment plans. President
Jokowi appears to have an increased sense of urgency on
this front.
In India, the government announced regulatory changes late in
2015 that should provide a significant long-term boost to foreign
investment, raising foreign direct investment limits for sectors
such as construction and single-brand retail, and improving
procedures for investors. The immediate challenge to the
investment outlook is the planned public-sector pay rise, which
we think will cost the government 0.7 to 1 per cent of GDP in
the 2017 fiscal year. This is likely to divert fiscal resources from
public investment, which has driven India’s investment recovery
in the 2016 fiscal year. As a result, while growth may be higher
next year (we forecast 7.6 per cent, versus 7.4 per cent in the
2016 fiscal year), it is likely to be driven less by investment and
more by the one-off boost to consumer incomes.
Meanwhile, key reforms at the central government level –
including amendments to the land acquisition law and
implementation of the Goods and Services tax – have stalled.
State governments may make better progress. While passage
of the amended Land Acquisition Act – a key precondition for
an investment recovery – faces political opposition at the central
level, state governments may implement the law at the state level.
Tamil Nadu, India’s southeastern state, has already done so.
Sub-Saharan Africa (SSA)
We expect sub-trend growth in SSA economies to continue
in 2016. We estimate growth to rise modestly to 3.2 per cent
in 2016 from 2.4 per cent in 2015 but still below previous trend
levels of around 5 per cent. An expected recovery in Nigeria
will provide much of the momentum in 2016, after a year of
negligible per-capita income growth driven by the oil-price
collapse and the election-related slowdown. With a new cabinet
in place, the hope is that 2016 will bring accelerated reforms
and greater growth momentum. FX availability is a constraint
in Nigeria. Our expectations of a 2016 recovery may be
disappointed if the real economy continues to bear the burden
of adjustment to weaker oil prices, with efforts to hold back
demand in order to support a fixed exchange rate. South Africa
has been caught in weak, sub-trend growth since the 2008 to
2009 global financial crisis. Efforts to increase fiscal stimulus
have not yielded the desired results. There is now little room for
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An expected recovery in Nigeria will bring growth momentum
in 2016

While oil prices are low, MENA economies have taken the opportunity
to reform subsidies

further stimulus as South Africa faces a higher public-debt
ratio and the likelihood of further rating downgrades. The
country’s best hope for growth is to engage in meaningful
structural reform.

Abu Dhabi, Oman, Saudi Arabia and Kuwait are producing oil
at close to full capacity in order to expand their oil sectors in
real terms and mitigate the impact of the oil price shock in
nominal terms. This strategy has proven effective, as 2015 real
GDP growth has slowed only slightly and remains above the
global average of around 3 per cent. However, applying this
strategy in 2016 will prove much more difficult. There is limited
room for manoeuvre, and despite oil and gas investment efforts,
expanding current capacity will take time. We expect oil-sector
growth to slow to 1-3 per cent for most GCC economies
in 2016.

Elsewhere in SSA, the growth picture varies. The impact of
China’s slowdown has already hurt SSA economies, largely
through the channel of weak commodity prices. The impact
is varied; economies dependent on mining and oil are the first
to show signs of slowing, demonstrating rapid transmission
through this channel. Economies more dependent on soft
commodity exports have been better off, but only up to a point.
In 2016, the commodity-led slowdown and FX volatility that
marred much of 2015 are likely to translate into greater risk
aversion towards SSA economies in general.
The region’s growth tends to have a drawn-out reaction
to global shocks. In 2016, the second-order effects of the
slowdown already underway might be what matter. The
absence of bank lending, new foreign direct investment and
portfolio flows, and the greater difficulty SSA economies might
face in obtaining foreign financing, could lead to a second wave
of slowing in SSA economies. We do not expect this to take
place consistently throughout the year, however. This bearish
trend is likely to be concentrated in the first half of 2016; more
dovish rhetoric from the Fed after its initial tightening, and
confirmation that China’s stimulus efforts have yielded positive
results, should trigger a turnaround later in the year. A recovery
in commodity prices will also be important.
Middle East and North Africa (MENA)
MENA countries are likely to see slightly lower growth in 2016.
The Gulf Cooperation Council (GCC) economies are likely to
witness slower growth on the back of cuts in government
spending, including both current and capital expenditure, and
slower oil-sector growth. GCC oil production is close to full
capacity, with limited room to increase it at this point. Various
policies have been implemented in 2015 to deal with the
oil-price shock, limiting the shock to the real economy and
business activity. By starting to reform energy subsidies,
governments have laid the groundwork for better fiscal
management in the long run; this would have not occurred
in a high oil-price environment.
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Both oil-exporting and oil-importing MENA economies have
taken the opportunity to reform subsidies while oil prices are
low. The pace of subsidy reform has picked up in 2015, and
we expect it to accelerate further in 2016 as policy makers
determine the most suitable reforms for their respective
economies. The UAE has initiated the boldest subsidy reform
to date, rationalising its fuel and diesel subsidies as of 1 August
2015. Saudi Arabia followed by raising water tariffs for industrial
entities. Abu Dhabi increased water and electricity tariffs earlier
in the year.
GCC economies have financed their fiscal deficits by issuing
local-currency bonds and tapping savings, whether in the form
of deposits with commercial banks or foreign-currency reserves
abroad. This has kick-started the development of local currency
debt markets, creating opportunities for market participants.
It also enhances fiscal discipline and helps governments to
focus on spending priorities.
Conclusion
The global economy still lacks momentum. While we are less
optimistic than the markets on the US economy and think it has
already peaked, we also expect the Fed’s rate-hiking cycle to
be much shallower than the markets anticipate. Our view on
China is more optimistic than the consensus – we think that
market concerns about a hard landing are overdone. In 2015,
these two factors have weighed heavily on confidence.
Emerging markets have been in retreat. Given our views on the
US and China, we expect market sentiment and confidence to
improve in 2016, especially for emerging markets – even with
global growth flat.
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Operating and financial review

W
 e have increased our capital
base and are taking fundamental
actions to reposition the Group
for improved returns
Andy Halford, Group Chief Financial Officer
2015 was a year of considerable challenges and
changes. We have reorganised the Group, announced
our strategy and completed a £3.3 billion rights issue.
The substantial statutory loss for the year and poor
underlying financial performance is a reflection of
adverse external market conditions as well as the
financial impact of planned management actions.
Many of these actions have had an upfront negative
impact on earnings, but they are the right steps to
secure a sustained improvement in future earnings.

Our highlights

• Took action to strengthen the Group’s

balance sheet, increasing our capital ratio
to 12.6 per cent, within our targeted range
of 12 to 13 per cent

• Tightened our risk tolerance and took action
to reduce risk concentrations

The key external headwinds included a decline in commodity
prices, muted trade volumes, volatility in equity markets,
and ongoing emerging market currency weakness against the
US dollar. Though we have little control over external events,
we are actively repositioning the Group to increase resilience
and reduce correlation to these factors. We are further
strengthening and diversifying our balance sheet, tightening
risk tolerances, reducing areas of cost and focusing on
businesses where we can build stronger returns.

• Achieved cost efficiencies of $600 million,

As part of repositioning the Group, we identified a portfolio
of businesses and assets comprising approximately one-third
of Group risk-weighted assets (RWAs) that needed to be
restructured, including approximately $20 billion relating to
exposures beyond our tightened risk tolerance. We expected
to incur charges in respect of this restructuring from potential
losses on liquidation of non-strategic businesses and assets,
redundancy costs and goodwill write-downs totalling
approximately $3 billion by the end of 2016. We have taken
decisive action in a number of these areas, resulting in a
restructuring charge of $1.8 billion in the fourth quarter of 2015.
This represents a significant upfront portion of the charges
announced in November 2015. We remain confident in the
original estimated cost for our planned restructuring of
around $3 billion.

retain high-quality deposits, price away
low-quality deposits and optimise
risk‑weighted assets for better returns

The main components of the charge taken in 2015 are:

• Nearly $700 million of redundancy costs, including a Special
Retirement Programme in Korea of over $400 million

• Just under $1 billion in additional loan impairment relating

to the planned liquidation of the $20 billion RWA portfolio.
We have active plans to liquidate these assets and have
downgraded and further impaired this book (with underlying
loan impairment on this portfolio of $1.6 billion in the year).
We expect the Common Equity Tier 1 (CET1) ratio to benefit
as RWAs are released as these exposures are liquidated

including $200 million from business exits

• Commenced programme to deliver future
cost savings of $2.3 billion by the end
of 2018

• Actively managed our balance sheet to

Additionally, the Group’s methodology for estimating the
accounting credit and funding valuation adjustment was revised
as the majority of our derivatives now have relevant market
proxies. This methodology change resulted in a $863 million
charge in the final quarter of 2015. This charge is broadly
neutral on regulatory capital given the increase in the prudential
valuation adjustment to $1.1 billion as at 30 September 2015.
While we cannot estimate the future volatility of this change,
the Group has established a hedging desk to manage the credit
valuation adjustment risk. Further details are provided in note 1
on page 242 and note 15 on page 266.
The performance commentary that follows is based on profit
before tax on an underlying basis and will exclude restructuring
charges, the impact of the credit and funding valuation
adjustment methodology change, goodwill impairment,
own credit adjustment and gains on disposals of businesses,
unless otherwise stated.

• $126 million goodwill impairment relating to our operations
in Thailand
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Performance summary
2015
$million

2014
$million

Better/
(worse)
%

Client income
Other income

14,613
826

16,623
1,613

(12)
(49)

Operating income
Other operating expenses
Regulatory costs
UK bank levy
Total operating expenses

15,439
(9,032)
(1,006)
(440)
(10,478)

18,236
(9,662)
(717)
(366)
(10,745)

(15)
7
(40)
(20)
2

Operating profit before impairment losses and taxation
Impairment losses on loans and advances and other credit risk provisions
Other impairment
Profit from associates and joint ventures

4,961
(4,008)
(311)
192

7,491
(2,141)
(403)
248

(34)
(87)
23
(23)

Underlying profit before taxation1
Restructuring
Valuation methodology changes
Gains/(losses) on businesses disposed/held for sale
Own credit adjustment
Civil monetary penalty
Goodwill impairment

834
(1,845)
(863)
218
495
–
(362)

5,195
–
–
(2)
100
(300)
(758)

(84)
nm2
nm2
nm2
395
nm2
52

Statutory (loss)/profit before taxation

(1,523)

4,235

(136)

Normalised return on equity (%)
Normalised basic (loss)/earnings per share (cents)
Dividend per share (cents)3
Common Equity Tier 1 end point basis (%)

(0.4)
(6.6)
13.7
12.6

7.8
138.93
81.9
10.7

nm2
(83)
18

1. Excludes $495 million (2014: $100 million) benefit relating to own credit adjustment, $218 million net gain (2014: $2 million net loss) on businesses sold/held for sale and
$863 million charge relating to the change in the methodology for estimating credit and funding valuation adjustments in 2015, $1,845 million restructuring charge, $362 million
goodwill impairment (2014: $758 million)
2. Not meaningful
3. Restated for the impact of the bonus element included within 2015 rights issue in line with the restatement of prior year earnings per share amounts required by IAS 33

Group income fell 15 per cent, or by $2.8 billion, year-on-year
to $15.4 billion. A significant proportion of the decline was
attributable to external factors alongside the decisive and
strategic actions taken to reduce risk and improve returns in the
medium term. Income in the fourth quarter of 2015 was down
11 per cent on the previous quarter and down 27 per cent
on the final quarter of 2014 as some of the external trends
deteriorated throughout the year.
The full-year income decline has been driven by the following
factors:

• Foreign exchange impact of around $700 million as a result
of emerging market currency weakness against the dollar

• Around $400 million related to businesses that we have

either sold or exited. In 2014, we sold our Retail business in
Germany, our Retail securities business in Taiwan and exited
our small and medium-sized enterprise business in the UAE.
In 2015, we exited our institutional cash equities business and
sold our consumer finance businesses in Korea, Hong Kong
and China

• Negative mark-to-market valuations increased by around

$300 million year-on-year on a portfolio of legacy stick
positions. The remaining portfolio is now marked to a fair
value of below $350 million. This portfolio has been materially
reduced over the past two years and the potential for these
assets to impact future performance is significantly reduced

• Around $300 million related to market-driven falls in

underlying commodity-linked income. Our deliberate
de‑risking actions accounted for an additional commodity
income decline of $100 million
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• During the year, we reduced our overall exposure to

commodities by 28 per cent, with the portfolio now less than
$40 billion, or 8 per cent of total Corporate & Institutional and
Commercial exposures. The active risk reduction of this
portfolio is largely completed and, on the assumption that
commodity prices remain at around current levels, we would
not expect this portfolio to reduce materially from here. We will,
however, continue to assertively manage within this portfolio to
ensure we have good diversity, lower volatility and more security

• Around $100 million of income was lost as a result of the

volatility in the renminbi (RMB) and the Chinese equity
markets which reduced demand for Wealth Management
and Financial Markets products

• Finally, there was an impact from lower levels of client activity

and there was almost certainly some loss of momentum as
we implemented the new organisation structure and reduced
headcount. The process for the senior staff levels is now largely
complete with the majority of future headcount reductions likely
to be achieved through natural attrition

Group operating expenses were closely managed during the
year. Within Group expenses of $10.5 billion there was a
significant increase in regulatory spend, up 40 per cent
year-on-year to $1,006 million, including a 22 per cent increase
in the second half of the year. Additionally the UK bank levy
increased 20 per cent year-on-year to $440 million. Excluding
regulatory spend and the levy, operating expenses fell
7 per cent year-on-year.
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We achieved more than $600 million of cost efficiencies in
2015, including the benefits of businesses disposed or exited
in the year of around $200 million. We are commencing our
programme to deliver a further $2.3 billion over the next three
years. We have reduced staff numbers by over 6,800 people
during 2015. Through taking these tough decisions on costs,
we are creating capacity to invest in repositioning our Retail
and Private Banking businesses, in our Africa franchise,
in our RMB services, and in enhancing controls.

As a result of the above, underlying operating profit before
tax of $834 million was down 84 per cent.

Our actions in 2015 and those planned for 2016, have impacted
near-term performance, however they are critical steps to
deliver significantly improved and more sustainable returns
to shareholders in the long term. We are repositioning the
business, and building a more resilient foundation which is more
able to absorb future regulatory requirements, weather periods
of market uncertainty and take advantage of selective growth
opportunities when they arise.

Client segments performance

Corporate & Institutional Clients
Commercial Clients
Private Banking Clients
Retail Clients
Total operating income1

2015
$million1

2014
$million2

Increase/
(decrease)
$million

Increase/
(decrease)
%

8,696
826
557
5,360

10,431
1,183
612
6,010

(1,735)
(357)
(55)
(650)

(17)
(30)
(9)
(11)

15,439

18,236

(2,797)

(15)

1. Excludes $495 million benefit relating to own credit adjustment (Corporate & Institutional), $218 million net gain on businesses sold/held for sale (Commercial: $1 million net loss,
Retail: $219 million net gain) and $863 million charge relating to a change in the methodology for estimating credit and funding valuation adjustments (Corporate & Institutional)
2. Excludes $100 million benefit relating to own credit adjustment (Corporate & Institutional), $2 million net loss on businesses sold/held for sale (Retail)

Corporate & Institutional Clients income was down 17 per cent
year-on-year or $1.7 billion. Of the decline in income:

• Around $450 million related to foreign exchange translation
given emerging market currency weakness against the
US dollar. On a constant-currency basis income was down
13 per cent

• Around $400 million related to active de-risking of

commodity‑linked accounts and smaller trade values as a
result of lower commodity prices

• A further $450 million related to challenging financial market

conditions, particularly given volatility in the second half of
the year, and by mark-to-market valuations on a small number
of Capital Markets loan positions originated prior to 2013

Income from Private Banking Clients of $557 million was
down 9 per cent. Excluding business exits, income was
down slightly, with weaker demand for Wealth Management
products, mainly in Hong Kong and Singapore in the second
half of the year.
Income from Retail Clients of $5.4 billion was down 11 per cent.
Excluding business and portfolio exits, de-risking and foreign
currency translation, income was broadly flat. Income growth
in Wealth Management and across Priority Clients was offset
by planned de-risking of the unsecured portfolio and margin
compression across a number of markets.

• The remainder was the result of deliberate RWA management
actions to improve returns, de-risking elsewhere, and a
slowdown in underlying business activity, particularly given
challenging market conditions in the second half

Income from Commercial Clients of $826 million was down
30 per cent, or 27 per cent on a constant-currency basis.
Income was impacted by planned client exits in 2015, subdued
corporate activity driven by continued RMB volatility and a
slowdown in China, impacting Financial Markets income
in particular.
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Loan impairment, excluding charges of $968 million taken
in the fourth quarter of 2015 as we progressed the liquidation
of the $20 billion portfolio, increased by $1,867 million to
$4,008 million. Loan impairment for the year, excluding all
charges from the $20 billion liquidation portfolio, was
$2,381 million, representing 87 basis points of loss on loans
and advances to customers.

Significant steps have been taken to strengthen the capital
position, including optimising RWAs and completing the two
for seven rights issue in December 2015. In preparation for
liquidating a portfolio of assets beyond our tightened risk
tolerance, we downgraded a small number of exposures to
Non-Performing. The CET1 ratio of 12.6 per cent includes the
RWA impact of these downgrades as well as the associated
provisions booked as part of the restructuring charge. It is our
expectation that the CET1 ratio will benefit from the RWAs
released as we liquidate this portfolio.

The Group in 2015

Product income

Transaction Banking
Financial Markets1
Corporate Finance
Lending and Portfolio Management
Wealth Management
Retail Products2
Asset and Liability Management
Principal Finance
Total operating income1

Increase/
(decrease)
%

2015
$million

2014
$million

3,363
2,739
2,145
844
1,729
4,122
425
72

3,802
3,400
2,487
1,026
1,701
4,842
653
325

(12)
(19)
(14)
(18)
2
(15)
(35)
(78)

15,439

18,236

(15)

1. Excludes $495 million (2014: $100 million) benefit relating to own credit adjustment and $863 million charge relating to the change in methodology for estimating credit and
funding valuation adjustment in 2015
2. Excludes $218 million net gain (2014: $2 million net loss) relating to businesses sold/held for sale

• Transaction Banking income fell 12 per cent with Trade

income down 19 per cent and Cash Management and
Custody income down 4 per cent. Lower income was driven
by weak global demand for trade, declining commodity prices
and abundant liquidity in our key markets, placing increased
pressure on margins. Foreign exchange had a particular
impact on Transaction Banking with income down 8 per cent
on a constant-currency basis

• Financial Markets income was down 19 per cent impacted

by further negative mark-to-market revaluations on Capital
Markets loan positions. Excluding these revaluations,
Financial Markets income was down 11 per cent, driven by
reductions in Commodity and Foreign Exchange Options
income. This was partially offset by income growth in Rates,
up 6 per cent, and Cash Foreign Exchange, up 2 per cent

• Corporate Finance income fell 14 per cent due to challenging
market environment in the footprint, higher competition due
to excess liquidity and focus on selective asset origination.
This resulted in pricing pressures and lower origination levels
in our financing businesses

• Lending and Portfolio Management income was down

18 per cent driven by a decline in lending balances resulting
from return optimisation activities coupled with lower margins

• Wealth Management income rose 2 per cent year-on-year.
Strong growth in the first half was largely offset by slower
momentum in the second half due to client exits in Private
Banking as we managed the segment within tighter risk
tolerances, more volatile equity markets and the RMB
devaluation

• Retail Products income declined 15 per cent due to adverse

foreign currency translation, planned de-risking in unsecured
products, and margin compression

• Asset and Liability Management decreased by 35 per cent

due to lower accruals income partially offset by an increase
in gains from liquidation of available-for-sale holdings

• Principal Finance income declined 78 per cent primarily
impacted by weak equity markets leading to higher fair
value losses in investments and lower realised gains
on exits.

Expenses
2015
$million

2014
$million

Increase/
(decrease)
$million

Increase/
(decrease)
%

Staff costs (includes variable compensation)
Premises costs
General administrative expenses
Depreciation and amortisation

5,994
779
1,620
639

6,445
882
1,731
604

(451)
(103)
(111)
35

(7)
(12)
(6)
6

Other operating expenses1
UK bank levy
Regulatory costs

9,032
440
1,006

9,662
366
717

(630)
74
289

(7)
20
40

Total operating expenses

10,478

10,745

(267)

(2)

Staff numbers (period end)
Normalised cost to income ratio2

84,076
67.8%

90,940
58.9%

1. Excluding restructuring costs and the civil monetary penalty in 2014
2. See note 12

Other operating expenses, excluding the UK bank levy,
regulatory and restructuring costs, fell 7 per cent to
$9,032 million, driven by a 7 per cent reduction in staff costs
year-on-year as we have reduced headcount. We delivered
in excess of our planned $600 million cost efficiencies in 2015
and are commencing our programme to deliver $2.3 billion
more over the next three years.
Overall, Group costs were down 2 per cent. The significant
reduction in operating expenses was partially offset by
38

Standard Chartered Annual Report 2015

increases in regulatory costs and the UK bank levy. Regulatory
costs were up 40 per cent to over $1 billion in 2015 as we
continued to invest in our control and compliance capabilities.
The UK bank levy was $440 million, up 20 per cent. The rate
of the levy will fall gradually from 0.21 per cent of eligible
liabilities to 0.1 per cent by 2021. At that point, the levy will
also change from being charged on the Group’s global
balance sheet to just the UK balance sheet.
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Impairment
2014
$million

Increase/
(decrease)
$million

Corporate & Institutional Clients1
Commercial Clients
Private Banking Clients
Retail Clients

2,638
599
94
677

991
212
–
938

1,647
387
94
(261)

166
183
nm2
(28)

Impairment on loans and advances and other credit risk provisions
Other impairment3

4,008
311

2,141
403

1,867
(92)

87
(23)

Total impairment

4,319

2,544

1,775

70

143

72

Loan impairment/loan book (bps)

Increase/
(decrease)
%

1. Excludes $968 million relating to restructuring actions
2. Not meaningful
3. Excludes $56 million relating to restructuring actions

Excluding $968 million of loan impairment incurred as a
restructuring charge in preparation to exit exposures in the
liquidation portfolio, the Group’s underlying loan impairment
of $4,008 million was up 87 per cent year-on-year and is
made up of:

• $1,627 million loan impairment incurred on assets in the
liquidation portfolio

• $2,381 million loan impairment related to ongoing businesses
Within this, Retail Client loan impairment fell 28 per cent to
$677 million, representing 70 basis points of loss, as a result

of deliberate de-risking actions taken, notably in Korea,
Thailand and Malaysia, and the disposal of our Consumer
Finance businesses.
Corporate & Institutional Clients and Commercial Clients loan
impairment, increased significantly to $3.2 billion. We have
reviewed the portfolio extensively through 2015 and have
increased provisioning, largely to reflect lower commodity prices
as well as further deterioration in India.
Other impairment of $311 million was down 23 per cent
year-on-year and related to impairments in the period against
aircraft and strategic investments.

Group risk metrics (inclusive of the liquidation portfolio and restructuring charges)
Gross non-performing loans ($million)
Cover ratio1
Collateral held against impaired assets ($million)2
Top 20 Clients – concentration (Exposure/Tier 1 capital)
Retail unsecured ratio
Credit Grade 12 ($million)3

2015

2014

12,759
53%
2,425
61%
15%
1,432

7,492
52%
1,462
83%
19%
5,618

1. Including portfolio impairment provision
2. Adjusted to exclude the impact of over-collateralisation
3. On loans and advances to customers excluding banks

The above table reflects the significant actions taken since the
announcement of our strategy to strengthen the balance sheet
and reduce concentrations:

• We are making progress towards resolving the liquidation

• Gross non-performing loans (NPLs) increased from

• The cover ratio on our ongoing Corporate & Institutional

$7.5 billion at the end of 2014 to $9.5 billion as at
30 September 2015 and have further increased on an
underlying basis to $9.8 billion as at 31 December 2015.
As part of the creation of the liquidation portfolio a further
$3.0 billion was downgraded from credit grade 12 (CG 12)
to NPLs pending disposal of these exposures giving total
NPLs as at 31 December 2015 of $12.8 billion. The aggregate
NPLs and CG 12 balances increased from $13.1 billion to
$14.1 billion over the course of the year

• The changes in both the CG 12 accounts and NPLs were
mainly due to downgrading an interconnected group of
exposures within the liquidation portfolio from CG 12 to
NPLs. Impairment against this group of exposures has
been included in the restructuring charges based on the
assessment of likely recoverable amounts
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portfolio. However, as we execute on the liquidations we may
require further impairments in 2016
Clients and Commercial Clients businesses has increased
to 59 per cent, or to 70 per cent after including collateral

• Corporate & Institutional Clients NPL inflows from ongoing
businesses slowed in the fourth quarter of 2015 when
compared with the previous two quarters with the vast
majority of new NPL inflows coming from accounts that
have been on early alert for more than 12 months. While
encouraging, a single quarter does not make for trend

• Total exposure to the Group’s top 20 corporate clients as a

proportion of Tier 1 Capital has reduced from 83 per cent to
61 per cent as we manage down concentrated exposures
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2015
$million

The Group in 2015

Further detail on restructuring charge taken in the year
The total restructuring charge taken in the year of $1,845 million is made up of the following amounts, split by segment:

Redundancy and other restructuring expenses
Loan impairment
Impairment of associates and fixed assets
Goodwill impairment
Total restructuring

Corporate &
Institutional
$million

Commercial
$million

Private
Banking
$million

Retail
$million

Other
$million

Total
$million

231
968
13
–

56
–
20
–

8
–
–
–

400
–
23
–

–
–
–
126

695
968
56
126

1,212

76

8

423

126

1,845

We remain confident in the original estimated cost for our planned restructuring of around $3 billion.
Further detail on the liquidation portfolio
To assist the analysis of both the liquidation portfolio and the rest of the Group’s portfolio, the following table splits key disclosures
across the balance sheet and profit and loss account.
2015

Liquidation
portfolio
$million

Ongoing
business
$million

Total
$million

Impairment
Impairment losses on loans and advances
Restructuring impairment charge

1,627
968

2,381
–

4,008
968

Total impairment charge

2,595

2,381

4,976

Loans and advances
Gross loans and advances to customers
Net loans and advances to customers

7,940
4,396

260,143
257,007

268,083
261,403

Credit quality
Gross non-performing loans
Individual impairment provisions
Net non-performing loans

7,512
(3,544)
3,968

5,247
(2,584)
2,663

12,759
(6,128)
6,631

47%
64%

62%
71%

53%
67%

428

1,004

1,432

20

283

303

2015
$million

2014
$million

Increase/
(decrease)
$million

Increase/
(decrease)
%

640,483
48,512
261,403
359,127
72.8%
30.9%

725,914
46,738
288,599
414,189
69.7%
32.2%

Cover ratio1
Cover ratio (after collateral)2
CG 12 loans
Risk-weighted assets (in $billion)
1. Including portfolio impairment provision
2. Excluding portfolio impairment provision

Group balance sheet inclusive of the liquidation portfolio

Total assets
Total equity
Loans and advances to customers
Customer deposits
Advances-to-deposits ratio
Liquid asset ratio

In 2015, we have actively managed the balance sheet to
increase the capital ratio, to retain high-quality deposits, price
away low-quality deposits, and optimise RWAs for better
returns. As a result, the balance sheet is more diverse, more
efficient and provides a stronger platform to support the
execution on the strategy.
Customer loans and advances were down 9 per cent as we
focused on disciplined balance sheet management and more
selective asset origination. Customer deposits were down
13 per cent as we concentrated on lower-cost sources of

40

Standard Chartered Annual Report 2015

(85,431)
1,774
(27,196)
(55,062)

(12)
4
(9)
(13)

funding, running down less attractive liabilities and investing
in businesses, such as Cash Management and Custody that
generate valuable liquidity. Currency depreciation against the
US dollar impacted the balance sheet in the period. Excluding
the impact of foreign exchange, customer loans and advances
were down 6 per cent and customer deposits down
11 per cent.
Overall, the Group is highly liquid with an advances-to-deposits
ratio of 72.8 per cent and has a Net Stable Funding Ratio and
Liquidity Coverage Ratio above 100 per cent.
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Risk-weighted assets – inclusive of the liquidation portfolio
2014
$million

Increase/
(decrease)
$million

Corporate & Institutional Clients
Commercial Clients
Private Banking Clients
Retail Clients

169,979
18,553
7,101
49,769

201,978
21,874
6,507
55,887

(31,999)
(3,321)
594
(6,118)

(16)
(15)
9
(11)

Credit Risk
Operational Risk
Market Risk

245,402
35,610
21,913

286,246
35,107
20,295

(40,844)
503
1,618

(14)
1
8

Total risk-weighted assets

302,925

341,648

(38,723)

(11)

RWAs were down 11 per cent or $38.7 billion to $302.9 billion.
We achieved this reduction through:

• RWA efficiencies of $17.3 billion including a $4 billion

reduction in Financial Markets, $5 billion in loan sales, exiting
$4 billion low-returning client relationships, and $4 billion
through active management of unutilised limits, collateral
and other system improvements

• Net positive underlying credit migration from ongoing

businesses of $8.9 billion including gross negative credit
migration of $15.3 billion offset by $24.2 billion increased
provisioning and mark-to-market valuations

• Net negative credit migration of $3.6 billion relating to the
liquidation portfolio since 3 November

Increase/
(decrease)
%

• $2.7 billion from the combined benefit of Principal Finance

exits and the disposal of our Consumer Finance businesses

• $8.8 billion reduction from foreign exchange offset by
$4.9 billion other movements

• $9.6 billion from asset reductions
Capital base and ratios – inclusive of the liquidation portfolio

2015
$million

2014
$million

Common Equity Tier 1 capital
Additional Tier 1 capital instruments

38,182
4,591

36,013
2,786

Total Tier 1 capital
Total Tier 2 capital

42,773
16,248

38,799
18,300

Total capital

59,021

57,099

Common Equity Tier 1 ratio
Total capital ratio
Leverage ratio

12.6%
19.5%
5.5%

10.7%1
16.7%
4.5%

1. 2014 end point Common Equity Tier 1 ratio

The Group has a strong CET1 ratio of 12.6 per cent after
restructuring, or 13.2 per cent before restructuring actions.
During the course of 2015, ongoing business activities
generated around 80 basis points of CET1 uplift, largely
through a reduction in assets. The uplift from the rights issue
added around a further 170 basis points. The immediate impact
of the restructuring actions then reduced the CET1 ratio by
around 60 basis points split between restructuring costs and
downgrading assets in the liquidation portfolio. The CET1 ratio
is expected to benefit from the RWA released as these
exposures are liquidated.
Overall, the balance sheet remains highly liquid, well-capitalised
and increasingly diverse as we liquidate exposures that
are beyond our tightened risk tolerance, particularly large
single‑name exposures.

Summary and outlook
The weak momentum in the business reflects continued
challenging market conditions combined with the immediate
impact of the actions we have taken to strengthen the position
of the Group. As we look forward, stresses remain apparent in
our markets, and therefore we will continue to actively manage
our portfolios. We have increased our capital base and are
taking fundamental actions to reposition the Group for improved
returns. The external headwinds are not improving. However,
the strategy we are following is right for the Group. In these
challenging conditions it is all the more important that we
continue to execute with conviction and discipline.
2016 will be a year of accelerated execution. We will intensify
our focus on balance sheet optimisation, on cost efficiency and
on investing to enhance controls and drive stronger returns in
the future.

Andy Halford
Group Chief Financial Officer
23 February 2016
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2015
$million

Financial review

Corporate & Institutional Clients
Corporate & Institutional Clients comprises Global Corporates,
Local Corporates and Financial Institutions. With effect from
January 2016, the segment has been renamed Corporate &
Institutional Banking, and certain Local Corporate Clients have
been transferred to the new Commercial Banking segment.

We have made good progress in reshaping the business
to address the challenges we face and deliver the Group’s
commitments on capital accretion and return on equity:

• We delivered $17 billion of risk-weighted assets (RWAs)
efficiencies in 2015 through a combination of targeted
initiatives and selective origination

Underlying operating profit fell 82 per cent, primarily due to
weaker income from Corporate Clients and Financial Markets
products, coupled with increased loan impairment:

• Good progress on a significant restructuring of the business,

• Income from Corporate clients fell 19 per cent as a result of

frontline capacity for Investor clients is on track. Income from
these clients rose 13 per cent in 2015

lower commodity-linked income, a slowdown in client activity
in our footprint, more selective asset origination and the
impact of de-risking

• Financial Markets income was significantly impacted by

mark-to-market valuations on a small number of loan
positions and by challenging market conditions, particularly
in the second half of the year

• Impairments increased significantly, primarily driven by

exposures to commodities and India, where corporates
were impacted by continued stress on their balance sheets,
coupled with a more challenging refinancing environment

with substantial cost savings expected in 2016

• Our multi-year investment plan to build infrastructure and
• The proportion of clients generating 80 per cent of our

income increased slightly to 20.3 per cent. The average
number of products and markets per client were stable
at 6.3 and 3.0 respectively

• Non-financing revenues rose 2 per cent and non-financing

revenue ratio increased to 47 per cent from 41 per cent in
2014. Activity levels in key non-financing products such as
Foreign Exchange (FX) and Cash Management grew strongly
compared with 2014

Financial performance
The following table provides an analysis of financial performance for Corporate & Institutional Clients:
Better/
(worse)
%

2015
$million

2014
$million

Transaction Banking
Financial Markets
Corporate Finance
Lending and Portfolio Management
Asset and Liability Management
Principal Finance

2,911
2,650
2,128
656
250
101

3,223
3,192
2,462
767
429
358

(10)
(17)
(14)
(14)
(42)
(72)

Operating income1
Operating expenses2
Loan impairment3
Other impairment4
Profit from associates and joint ventures

8,696
(5,198)
(2,638)
(294)
171

10,431
(5,191)
(991)
(307)
198

(17)
(0)
(166)
4
(14)

737

4,140

(82)

8,151
140,379
200,975
214,478
0.3

9,174
157,970
244,731
244,595
1.7

(11)
(11)
(18)
(12)

Underlying profit1,2,3,4
Client income
Customer loans and advances
Customer deposits
Risk-weighted assets
Return on risk-weighted assets5 (%)

1.		E xcludes $495 million benefit (2014: $100 million) relating to own credit adjustment and $863 million charge relating to a change in the methodology for estimating credit
and funding valuation adjustments
2. Excludes $231 million charge relating to restructuring actions
3. Excludes $968 million charge relating to restructuring actions
4. Excludes $13 million charge relating to restructuring actions
5. Based on underlying profit
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Corporate & Institutional Clients had a challenging year, with the
second half, in particular, impacted by a deterioration in market
conditions. This resulted in operating income falling 17 per cent
to $8,696 million. Excluding the impact of mark-to-market
valuations on a small number of Capital Markets loan positions,
operating income declined 14 per cent.

Income from Transaction Banking fell 10 per cent to
$2,911 million, primarily due to Trade Finance, which declined
18 per cent to $1,338 million impacted by weaker demand,
declining commodity prices, abundant liquidity in key markets
and de-risking actions. Income from Cash Management and
Custody fell 1 per cent to $1,573 million with lower Cash
Management income due to margin compression and adverse
foreign currency translation, largely offset by strong growth
in Custody.
Financial Markets income fell 17 per cent, driven by mark-tomarket valuations on a small number of Capital Markets loan
positions, subdued syndication loan volumes, and weaker
Commodities, Credit and FX Options income. This was partially
offset by growth in Rates and Cash FX.
Corporate Finance income fell 14 per cent, due to the
challenging market environment across our footprint, more
selective asset origination and higher competition due to excess
liquidity in our markets.
Asset and Liability Management income declined 42 per cent,
as a result of lower accrual income. Principal Finance income
fell 72 per cent, impacted by higher fair value losses on listed
investments and lower realised gains on exits.
Operating expenses were flat at $5,198 million, with structural
cost savings offset by increased regulatory and compliance
costs.
Total impairment rose by $1,634 million to $2,932 million,
primarily driven by exposures to commodities and India, where
corporates were impacted by continued stress on their balance
sheets, coupled with a more challenging refinancing environment.
Underlying operating profit fell by $3,403 million, or 82 per cent,
to $737 million.

The Commercial Clients segment serves medium-sized
businesses which are managed by dedicated relationship
managers. With effect from January 2016, the segment has
been renamed Commercial Banking and includes certain
Local Corporate clients transferred from Corporate &
Institutional Clients.
The segment reported an underlying operating loss in 2015,
impacted by increased loan impairment, client exits and
de-risking, weaker Financial Markets income and foreign
currency translation:

• Total impairment more than doubled, driven by a deterioration
in India, Africa, Korea, the UAE and China

• Our client due diligence (CDD) remediation programme

continued in 2015, and we either exited or moved clients
to other client segments if their risk profile did not fit into the
Commercial Clients model or if they would be better served
in another client segment

• The decline in Financial Markets income was driven by lower
demand for FX Options due to renminbi (RMB) volatility

We are significantly restructuring this segment to deliver
improved returns for shareholders. To achieve this, we are
securing the foundations on which to build the Commercial
Banking business of the future:

• We have reduced operational risk through our CDD

remediation programme, which is now largely complete,
and by exiting our small and medium-sized enterprise (SME)
business in the UAE

• We are targeting cost-base efficiencies and are optimising
$8 billion of low-returning RWAs

• We have improved the client experience by upgrading

leadership and talent in each of our main markets and
by implementing process improvements to reduce
turnaround times

• We are integrating Local Corporates clients into the

Commercial Clients segment to create a better-aligned
and more efficient business

• We continue to build out our network proposition, partnering
with Corporate & Institutional Banking to bank the buyers
and suppliers of their International Corporate clients

• We have a renewed focus on expanding the client base with
almost 3,000 new customers added across the network
in 2015

Balance sheet
Customer loans and advances fell 11 per cent reflecting more
selective asset origination, internal de-risking actions in the
commodities portfolio, the continued impact of a slowdown in
China and commodities price declines. RWAs decreased by
12 per cent. Underlying operating profit return on RWAs
declined from 1.7 per cent to 0.3 per cent, impacted by the
decline in adjusted operating profit.
Customer deposits fell 18 per cent as we optimised our funding
mix against a backdrop of declining assets.
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Client income, constituting 94 per cent of operating income,
fell 11 per cent to $8,151 million. This decline was due to lower
income from Corporate clients, which fell 19 per cent, impacted
by lower commodity-linked income, more selective asset
origination and a slowdown in client activity in our footprint.
Income from Financial Institutions clients declined 1 per cent,
with a strong performance from our Investors client segment,
offset by lower income from the Banks client segment due to
lower Trade Finance activity.

Commercial Clients

Financial review

Financial performance
The following table provides an analysis of financial performance for Commercial Clients:
2015
$million

2014
$million

Better/
(worse)
%

Transaction Banking
Financial Markets
Corporate Finance
Lending and Portfolio Management
Wealth Management
Retail Products
Asset and Liability Management
Principal Finance

440
89
14
188
85
18
21
(29)

560
208
25
259
121
11
32
(33)

(21)
(57)
(44)
(27)
(30)
64
(34)
12

Operating income1
Operating expenses2
Loan impairment
Other impairment3
Profit from associates and joint ventures

826
(711)
(599)
(7)
14

1,183
(739)
(212)
(35)
22

(30)
4
(183)
80
(36)

Underlying (loss)/profit1,2,3

(477)

219

(318)

823
11,107
19,071
20,312
(2.1)

1,128
14,651
22,787
24,652
0.9

(27)
(24)
(16)
(18)

Client income
Customer loans and advances
Customer deposits
Risk-weighted assets
Return on risk-weighted assets4 (%)
1. Excludes $1 million (2014: $1 million) net loss on business sold/held for sale
2. Excludes $56 million charge relating to restructuring actions
3. Excludes $20 million charge relating to restructuring actions
4. Based on underlying (loss)/profit

Operating income declined 30 per cent to $826 million.

Balance sheet

Income from Transaction Banking and Lending declined
21 per cent and 27 per cent respectively, impacted by
CDD remediation and client exits, as well as by currency
depreciation, margin compression and weaker market-wide
trade activity. Cash Management and Custody income fell,
impacted by declining balances in most markets, and margin
compression in Korea and China.

Customer loans and advances decreased by 24 per cent as a
result of client exits and transfers and from lower Trade Finance
balances. RWAs fell 18 per cent as the impact of balance sheet
decline from slow business momentum, client exits and
transfers more than offset RWA increases from policy changes.
Underlying operating profit return on RWAs reduced from
0.9 per cent to negative 2.1 per cent due to the operating loss
for the year.

Financial Markets income fell 57 per cent impacted by the
slowdown of the FX Options activity in Greater China as RMB
depreciation and volatile market conditions reduced client
demand for hedging.

Customer deposits fell 16 per cent reflecting client exits,
increased levels of competition in Hong Kong and Singapore,
and optimisation of our funding mix.

Expenses decreased 4 per cent to $711 million due to lower
product costs from reduced business volumes.
Loan impairment increased by $387 million to $599 million,
driven by additional impairments on a small number of
specific clients in India, coupled with higher impairments
in Africa, Korea, the UAE and China, due to the deterioration
of market conditions.
Underlying operating profit fell by $696 million to a loss of
$477 million on lower income and higher loan impairment.
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• Following the $94 million impairment provision in the first half,

Private Banking Clients
Private Banking Clients is dedicated to providing high net worth
clients with a comprehensive suite of products and services
tailored to meet their financial needs.
Underlying operating profit fell 35 per cent, impacted by an
impairment provision relating to a single client case, lower
income due to business exits and transfers, and from more
challenging market conditions in the second half of the year.

• Frontline hiring is proceeding according to plan, with over 80

relationship managers hired in 2015. However, staff attrition
remains a challenge with continued high levels of competition
for staff within the region. To address this, we are focusing
on making our employee proposition more compelling

• We have deepened existing client relationships, evidenced
by the growth in recurring investment product revenues.
Investment penetration increased to 57 per cent of assets
under management (AUM) from 51 per cent at the end
of 2014

• We added over 1,000 new clients in 2015, including over

80 successful referrals from the One Bank collaboration
programme, up from 50 during the first half of 2015. These
referrals included co-investments and leveraged finance client
deals in our ultra-high net worth (UHNW) segment

Financial performance
The following table provides an analysis of financial performance for Private Banking Clients:

Better/
(worse)
%

2015
$million

2014
$million

Transaction Banking
Corporate Finance
Wealth Management
Retail Products
Asset and Liability Management

1
3
377
169
7

1
–
406
189
16

–
nm2
(7)
(11)
(56)

Operating income
Operating expenses1
Loan impairment
Other impairment

557
(361)
(94)
(5)

612
(447)
–
(16)

(9)
19
nm2
69

Underlying profit1

97

149

(35)

532
15,068
24,532
8,116
1.2

586
18,056
29,621
7,409
2.3

(9)
(17)
(17)
10

Client income
Customer loans and advances
Customer deposits
Risk-weighted assets
Return on risk-weighted assets3 (%)
1. Excludes $8 million charge relating to restructuring actions
2. Not meaningful
3. Based on underlying profit

Income from Private Banking declined 9 per cent compared to
2014, impacted by the exit of our Geneva business and client
transfers to the Retail Client segment in Jersey. Excluding these
items (exits and transfers), income declined 3 per cent due to
volatile market conditions in the second half of the year, which
led to a drop in client investment activity. This impacted Wealth
Management momentum in Funds and Treasury products,
particularly in ASEAN.
AUMs declined 2 per cent to $57 billion, excluding exits and
transfers, impacted by the decline in equity markets in the
second half, coupled with weaker net new money inflows
due to more selective client acquisition and de-risking efforts.
Expenses declined 19 cent due to Geneva exit costs incurred
in 2014, business transfers and a one-off insurance credit.
Excluding these items, expenses rose 10 per cent with
increased investment in frontline staff, our UHNW programme
and control functions.
Loan impairment increased to $94 million following an
impairment provision relating to a single client case.
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Underlying operating profit fell by $52 million, or 35 per cent,
to $97 million.
Balance sheet
Customer loans and advances fell by 17 per cent, driven by
a decrease in collateralised lending.
RWAs rose 10 per cent from 2014, primarily from the impact
of collateral eligibility policy changes, methodology and
portfolio composition.
Underlying operating profit return on RWAs fell from
2.3 per cent to 1.2 per cent due to the loan impairment
provision.
Customer deposits fell 17 per cent. Excluding the impact of
exits and transfers, deposits declined 12 per cent as a result of
clients capitalising on tactical market investment opportunities,
coupled with our strategic business focus on growing
investment-based AUM.
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We have made good progress against our refreshed strategy
to reshape the business, but significant further work is required,
including strengthening the control environment, as we continue
to focus on growing this client segment:

we took assertive action to strengthen the control environment.
To support this, we have made good progress on our
three-year technology and operations programme and
introduced new risk tolerances and client selection criteria

Financial review

Retail Clients
Retail Clients serves Priority, Personal and Business Clients.
Retail Clients is 18 months into a transformational shift towards
a more sustainable, profitable, digital model. The external
market was challenging in 2015, primarily due to a slowdown
in China and its contagion effects, adverse foreign exchange
movements and central bank rate reductions in key markets.
Underlying operating profit fell 13 per cent with the impact
of business exits, de-risking and adverse foreign currency
translation more than offsetting over $200 million of cost
saves and a decrease in loan impairment:

• Operating income fell 11 per cent to $5,360 million. Income

was flat, excluding the impact of foreign currency translation,
de-risking and business and portfolio exits

• Expenses decreased 6 per cent as a result of cost-efficiency
initiatives, business and portfolio exits, and foreign currency
translation

• Loan impairment decreased 28 per cent, benefiting from the
de-risking actions in the unsecured lending portfolio and the
sale of the Consumer Finance business

Our Retail Banking transformation is well under way and has
continued to make good progress in 2015:

• Continued growth in Priority and Wealth Management despite
a weaker second-half performance. Share of Priority income
grew from 27 per cent to 35 per cent

• Delivered over $200 million of cost saves, driven by a

headcount reduction of over 6,500, optimisation of around
150 branches and around 50 per cent reduction in the
number of credit card products offered

• Greater risk alignment through the completion and

implementation of the Operational Risk Framework.
New global credit framework was designed and rolled out

• Enhanced conduct and client experience resulting in

26 per cent reduction in complaints and Net Promoter Score
(NPS) maintained above market average

• Continued buildout of online capabilities and standardisation
of product platforms

• Strengthening of conduct continues to be a key focus,
with enhancements to CDD processes

Financial performance
The following table provides an analysis of financial performance for Retail Clients:

Better/
(worse)
%

2015
$million

2014
$million

Transaction Banking
Wealth Management
Retail Products
Asset and Liability Management

11
1,267
3,935
147

18
1,174
4,642
176

(39)
8
(15)
(16)

Operating income1
Operating expenses2
Loan impairment
Other impairment3
Profit from associates and joint ventures

5,360
(3,768)
(677)
(5)
7

6,010
(4,002)
(938)
(45)
28

(11)
6
28
89
(75)

917

1,053

(13)

5,107
94,849
114,549
60,019
1.5

5,735
97,922
117,050
64,992
1.6

(11)
(3)
(2)
(8)

Underlying profit1,2,3
Client income
Customer loans and advances
Customer deposits
Risk-weighted assets
Return on risk-weighted assets4 (%)
1. Excludes $219 million net gain (2014: $1 million net loss) on businesses sold/held for sale
2. Excludes $400 million charge relating to restructuring actions
3. Excludes $23 million charge relating to restructuring actions
4. Based on underlying profit

Operating income fell 11 per cent to $5,360 million. Underlying
income was flat, adjusting for the adverse impact of foreign
currency translation, planned de-risking, and the impact of
business and portfolio exits. Growth in Wealth Management
income was offset by lower mortgage margins and a decline
in credit card volumes.
Wealth Management income grew 8 per cent, primarily from
continued momentum in bancassurance, reflecting our focus
on capturing value from the strategic multi-year partnership
with Prudential. Income in the first half of the year grew strongly,
but momentum slowed in the second half due to volatile market
conditions impacting income for Treasury and Funds products.
Income from credit cards and personal loans (CCPL) declined
24 per cent, or $615 million, due to foreign currency translation,
business and portfolio exits – including Consumer Finance
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business – and the impact of de-risking the personal lending
portfolio in Korea, Taiwan and Thailand. Excluding these
factors, income fell 4 per cent, mainly from lower credit
card volumes and margin compression.
Income from Mortgages and Auto declined 11 per cent due
to foreign currency translation and business exits. Excluding
these factors, income fell 3 per cent, impacted by margin
compression, primarily in Singapore and Korea.
Income from Deposits declined 3 per cent due to adverse
foreign currency translation. Excluding this, income rose
2 per cent with continued growth in current and savings account
(CASA) volumes and the roll-off of higher cost Time Deposits.
Expenses decreased 6 per cent as a result of cost-efficiency
initiatives, business and portfolio exits, and foreign currency
movements.
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Loan impairment fell 28 per cent to $677 million due to lower
levels of unsecured lending impairments in Korea, which
benefited from de-risking actions and from the sale of the
Consumer Finance business.
Underlying operating profit declined 13 per cent, but rose
6 per cent, excluding the impact of foreign currency translation
and business and portfolio exits, driven by cost savings and
lower loan impairment.

RWAs fell 8 per cent, which reflects the impact of de-risking
actions and business and portfolio exits, including the sale of
the Consumer Finance book.
Underlying operating profit return on RWAs declined marginally
to 1.5 per cent compared to 2014.
2015
Total
$million

Corporate &
Institutional
$million

844
3,363
1,593
1,770
2,739
1,345
793
357
(18)
262
2,145
1,729
4,122
1,962
1,184
835
141
425
72

Lending and Portfolio Management
Transaction Banking
Trade
Cash Management and Custody
Financial Markets
Foreign Exchange
Rates
Commodities and Equities
Capital Markets
Credit and Other1
Corporate Finance
Wealth Management
Retail Products
CCPL and other unsecured lending
Deposits
Mortgage and Auto
Other Retail Products1
Asset and Liability Management
Principal Finance

15,439

Total operating income1

Commercial
$million

Private
Banking
$million

Retail
$million

656
2,911
1,338
1,573
2,650
1,246
774
351
2
277
2,128
–
–
–
–
–
–
250
101

188
440
243
197
89
99
19
6
(20)
(15)
14
85
18
1
14
–
3
21
(29)

–
1
1
–
–
–
–
–
–
–
3
377
169
–
120
47
2
7
–

–
11
11
–
–
–
–
–
–
–
–
1,267
3,935
1,961
1,050
788
136
147
–

8,696

826

557

5,360

1. Excludes $495 million benefit relating to own credit adjustment, $218 million net gain on businesses sold/held for sale (Commercial $1 million net loss and Retail $219 million
net gain), and $863 million charge relating to a change in the methodology for estimating credit and funding valuation adjustments
2014

Lending and Portfolio Management
Transaction Banking
Trade
Cash Management and Custody
Financial Markets
Foreign Exchange
Rates
Commodities and Equities
Capital Markets
Credit and Other1
Corporate Finance
Wealth Management
Retail Products
CCPL and other unsecured lending
Deposits
Mortgage and Auto
Other Retail Products1
Asset and Liability Management
Principal Finance
Total operating income1

Total
$million

Corporate &
Institutional
$million

1,026
3,802
1,956
1,846
3,400
1,321
749
495
437
398
2,487
1,701
4,842
2,576
1,222
938
106
653
325

767
3,223
1,635
1,588
3,192
1,166
721
482
434
389
2,462
–
–
–
–
–
–
429
358

18,236

10,431

Private
Banking
$million

Retail
$million

259
560
302
258
208
155
28
13
3
9
25
121
11
–
10
–
1
32
(33)

–
1
1
–
–
–
–
–
–
–
–
406
189
–
132
56
1
16
–

–
18
18
–
–
–
–
–
–
–
–
1,174
4,642
2,576
1,080
882
104
176
–

1,183

612

6,010

Commercial
$million

1. Excludes $100 million benefit relating to own credit adjustment and $2 million net loss on businesses sold
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Operating income by product and segment
Income by product and client segment is set out below:

Balance sheet
Loans and advances to customers fell by 3 per cent due to
adverse foreign currency movements, business and portfolio
exits and the continued impact of de-risking actions. Underlying
loans and advances grew by 2 per cent, driven by mortgage
growth in Hong Kong and Korea.

Financial review

Transaction Banking: income fell 12 per cent, with Trade
income down 19 per cent and Cash Management and Custody
income down 4 per cent, impacted by continuing market
headwinds, adverse foreign currency translation and de-risking
actions. Trade income was impacted by weaker trade finance
demand, declining commodity prices and abundant liquidity
in key markets. Cash Management saw strong growth in
high-quality operating balances, but income declined due
to reduced margins, which were impacted by lower interest
rates in key markets. Custody income grew, driven by higher
transaction volumes and market liberalisation initiatives in
Greater China during the first half of the year.
Lending and Portfolio Management: income decreased
18 per cent, driven by a decline in lending balances resulting
from return optimisation activities coupled with lower margins.

Capital Markets income decline was driven by mark-to-market
valuation losses on loan positions originated before 2013 and
lower market activity in our footprint.
Corporate Finance: income fell 14 per cent due to challenging
market environment in the footprint, higher competition due
to excess liquidity and a focus on selective asset origination.
This resulted in pricing pressures and lower origination levels
in our financing businesses.
Principal Finance: income declined 78 per cent due to
lower realised gains on exits and higher fair value losses on
investments which were impacted by weaker equity market
valuations in our footprint.

Wealth Management: income rose 2 per cent, with strong
growth in the first half offset by slower momentum in the
second half. This slowdown was due to extremely volatile
Financial Markets: income was down 19 per cent, impacted
market conditions which led to lower client investment and
by incremental mark-to-market valuations on loan positions,
trading activities in equities and funds. Bancassurance income
subdued syndication loan volumes, and weaker Commodities
grew strongly with double-digit increase in new premiums
and FX Options income. This was partially offset by growth in
sold through our retail channels, and reflecting our focus on
Rates and Cash FX. Excluding mark-to-market losses valuations
capturing value from the strategic multi-year partnership with
on loan positions, Financial Markets income declined
Prudential. AUM grew 4 per cent from inflows into bonds and
11 per cent.
cash equities in the first half partially offset by negative market
FX income rose 2 per cent, with increased Cash FX income
valuations in the second half of the year.
offsetting declines in FX Options. Cash FX income was driven
Retail Products: income declined 15 per cent due to adverse
by increased market share from Financial Institution clients,
foreign currency translation, business exits, de-risking and
which more than offset the structural trend of tightening
margin compression. These factors particularly impacted
spreads. FX Options income was impacted by market events
income from CCPL and Mortgages and Auto income.
in the Greater China region.
Deposit income fell 3 per cent due to adverse foreign currency
Rates income rose 6 per cent, primarily driven by increased
translation but rose on a constant-currency basis reflecting
Structured Callable Note issuance, particularly among Financial continued growth in CASA volumes and the strategic exit of
Institution clients. Credit income was down, impacted by lower
high-cost Time Deposits.
trading volumes in Greater China.
Asset and Liability Management: income decreased
Commodities and Equities income fell 28 per cent, with
35 per cent due to lower accruals income, partially offset by an
Commodities impacted by the tightening of internal credit limits increase in gains from liquidation of available-for-sale holdings.
and by falling commodities prices which reduced client activity
levels. Equities income was impacted by the exit of our Cash
Equities business at the start of 2015.
Performance by geographic region
The following table provides an analysis of operating income and profit by geographic region:
2015
Greater
China
$million

5,044
1,527

Operating income1
Underlying profit/(loss)1,2

North East
Asia
$million

1,223
(71)

South Asia
$million

1,435
(384)

ASEAN
$million

MENAP
$million

2,997
146

1,503
117

Africa
$million

1,432
(32)

Americas
$million

863
(5)

Europe
$million

942
(464)

Total
$million

15,439
834

2014
Greater
China
$million

North East
Asia
$million

South Asia
$million

ASEAN
$million

MENAP
$million

Africa
$million

Americas
$million

Europe
$million

Total
$million

5,443
2,098

1,473
(111)

1,855
806

3,716
916

1,844
770

1,829
673

861
171

1,215
(128)

18,236
5,195

Operating income3
Underlying profit/(loss)3,4

1. Excludes own credit adjustment, a change in the methodology for estimating credit and funding valuation adjustments, and net gains on businesses sold/held for sale
2. Excludes restructuring actions and goodwill impairment
3. Excludes own credit adjustment and net loss on businesses sold/held for sale
4. Excludes goodwill impairment and the civil monetary penalty
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Greater China
The following table provides an analysis of performance in the Greater China region:
2014
$million

Better/
(worse)
%

Client income
Other income

4,550
494

5,029
414

(10)
19

Operating income1
Operating expenses2
Loan impairment
Other impairment3
Profit from associates and joint ventures

5,044
(2,943)
(701)
(46)
173

5,443
(2,911)
(469)
(142)
177

(7)
(1)
(49)
68
(2)

Underlying profit1,2,3,4

1,527

2,098

(27)

1.5
77,675
132,062
57,536

1.7
89,646
151,644
66,585

(13)
(13)
(14)

Net interest margin (%)
Customer loans and advances5
Customer deposits5
Risk-weighted assets

1. Excludes $49 million (2014: $94 million) benefit relating to own credit adjustment, $250 million (2014: $3 million) net gain on businesses sold/held for sale, and $14 million
charge relating to a change in the methodology for estimating credit and funding valuation adjustments
2. Excludes $80 million charge relating to restructuring actions
3. Excludes $2 million charge relating to restructuring actions
4. Excludes $362 million charge relating to goodwill impairment (2014: $32 million charge)
5. Based on the location of the clients rather than booking location

Income in Greater China was down 7 per cent to $5,044 million.
Market conditions were more challenging in the second half
of the year, amid a slowing economic environment across
the region.
Segment performance was mixed, with resilient income growth
in Retail Clients and Private Banking Clients, excluding the
impact of exits, offset by declines in Corporate & Institutional
Clients and Commercial Clients. Other income increased
19 per cent due to higher Principal Finance income.
Retail Clients income declined 4 per cent, impacted by the
exit of the Consumer Finance business. Excluding this impact,
income rose 2 per cent. Performance in Hong Kong was
resilient, with growth in income from Mortgages and Wealth
Management despite market volatility in the second half of
the year.
In China, Retail Clients benefited from higher Wealth
Management and Retail Products income. Growth in Hong
Kong and China was partly offset by lower income in Taiwan.
In Private Banking Clients, income was up 8 per cent as we
continued to grow the customer base, with good growth in
investment AUM.

The Commercial Clients segment income decreased by
30 per cent. Trade Finance income was impacted by weak
loan demand as a result of a slowdown in China and market
competition. Financial Markets income was lower due to a
reduction in derivatives sales income. The decline was primarily
in FX as increased RMB volatility reduced client activity.
Operating expenses rose 1 per cent, with higher regulatory
and compliance costs offset by business exits and efficiency
initiatives.
Total impairment remained elevated at $747 million. Continued
progress was made to reduce portfolio concentrations in the
commodities sector and the tightening of credit underwriting
criteria amid a slower economic growth environment.
In Hong Kong, a Private Banking impairment taken in 2015 and
increased portfolio impairment provisions were partially offset
by the non-recurring fraud-related losses incurred in 2014.
Underlying operating profit for Greater China declined
27 per cent to $1,527 million.
Balance sheet

Customer loans and advances fell by 13 per cent as a result
In Corporate & Institutional Clients, income declined 7 per cent
of lower loan demand in a slowing economy, as well as further
with client income down 11 per cent. Income from Corporate
de-risking. Customer deposits also reduced by 13 per cent
Clients was impacted by the market conditions with declines
due to balance sheet optimisation. RWAs fell 14 per cent.
across most products, in particular Financial Markets, as well as
conscious efforts to de-risk some of our commodities exposure.
Income from Financial Institutions clients rose, mainly driven by
volume growth in Cash Management and Securities Services
and by increased client income from Financial Markets.
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North East Asia
The following table provides an analysis of performance in the North East Asia region:
2015
$million

2014
$million

Better/
(worse)
%

Client income
Other income

1,114
109

1,323
150

(16)
(27)

Operating income1
Operating expenses2
Loan impairment
Other impairment3

1,223
(1,035)
(247)
(12)

1,473
(1,179)
(394)
(11)

(17)
12
37
(9)

Underlying loss1,2,3

(71)

(111)

36

1.6
28,608
31,400
19,752

2.0
29,582
32,616
23,990

(3)
(4)
(18)

Net interest margin (%)
Customer loans and advances4
Customer deposits4
Risk-weighted assets

1. Excludes $3 million benefit relating to own credit adjustment, $33 million (2014: $14 million) net loss on businesses sold/held for sale, and $58 million charge relating to a change
in the methodology of estimating credit and funding valuation adjustments
2. Excludes $445 million charge relating to restructuring actions
3. Excludes $726 million charge relating to goodwill impairment in 2014
4. Based on the location of the clients rather than booking location

Income was down 17 per cent to $1,223 million, and down
11 per cent on a constant currency basis. Korea represents
almost 95 per cent of income within this region.
Client income fell 16 per cent, and is down 9 per cent on
a constant-currency basis, reflecting challenging trading
conditions, the impact of de-risking and portfolio optimisation
driving lower asset balances. Excluding the impact of the exit
of the Consumer Finance business, Retail Clients income
fell 6 per cent on a constant currency basis, primarily due to
the de-risking of the personal loans portfolio. Corporate &
Institutional Clients income fell 8 per cent with the impact
of adverse currency translation offsetting higher Corporate
Finance income.

Balance sheet
Customer loans and advances fell 3 per cent due to continued
de-risking action in unsecured lending coupled with the
reduction of Trade and Lending assets as a result of RWA
optimisation. Customer deposits fell 4 per cent.
RWAs fell 18 per cent, primarily due to the continuing de-risking
actions on the unsecured portfolio and RWA optimisation
actions in Transaction Banking.

Other income declined 27 per cent, impacted by lower Principal
Finance income.
Expenses fell 12 per cent compared to 2014, reflecting
continuing efficiency savings and branch network optimisation.
Loan impairment fell significantly with Retail Clients loan
impairment related to the Personal Debt Rehabilitation Scheme
filings down 56 per cent in Korea.
Underlying loss was $71 million compared with $111 million
in 2014.
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South Asia
The following table provides an analysis of performance in the South Asia region:
2015
$million

2014
$million

Better/
(worse)
%

1,527
(92)

1,725
130

(11)
(171)

Operating income1
Operating expenses2
Loan impairment3
Other impairment5

1,435
(827)
(961)
(31)

1,855
(793)
(183)
(73)

(23)
(4)
nm4
58

(384)

806

(148)

4.0
19,287
15,036
23,384

3.8
22,859
15,533
26,522

(16)
(3)
(12)

Underlying (loss)/profit1,2,3,5
Net interest margin (%)
Customer loans and advances6
Customer deposits6
Risk-weighted assets
1. Excludes $24 million charge relating to a change in the methodology for estimating credit and funding valuation adjustments
2. Excludes $15 million charge relating to restructuring actions
3. Excludes $386 million charge relating to restructuring actions
4. Not meaningful
5. Excludes $3 million charge relating to restructuring actions
6. Based on the location of the clients rather than booking location

Income fell $420 million, or 23 per cent, to $1,435 million, with
Client income down 11 per cent due to the challenging business
environment and management actions, which included return
optimisation initiatives and portfolio de-risking. Other income
declined to a loss of $92 million due to mark-to-market
valuations on a small number of loan positions.
The decline in client income was driven by Corporate &
Institutional Clients and Commercial Clients, with income down
across most products. Lending and Corporate Finance income
fell due to lower deal origination as corporate activity and credit
growth remained muted, coupled with conscious actions to
address low-returning RWAs. Financial Markets income was
impacted by reduced hedging opportunities in rates due to
lower corporate finance deal flow. Transaction Banking income
fell marginally due to a decline in Trade Finance income, which
was impacted by lower commodity prices and reduced margins
on account of higher competition due to excess liquidity.

Balance sheet
Customer lending fell 16 per cent, mainly due to return
optimisation initiatives, portfolio de-risking and lower deal
origination which was impacted by muted corporate activity
in India. RWAs fell 12 per cent and customer deposits fell
3 per cent due to lower funding requirements on account
of a reduction in customer lending.

Income from Retail Clients declined 3 per cent as we de-risked
the unsecured portfolio and also due to lower deposit income
in India as a result of the Reserve Bank of India lowering
interest rates during the year. This was partially offset by higher
Wealth Management income, which benefited from higher
bancassurance income.
Operating expenses increased 4 per cent to $827 million,
mainly due to regulatory changes which offset rationalisation
of headcount and premises.
Loan impairment increased by $778 million to $961 million,
impacted by continued stress on corporate balance sheets
coupled with a more challenging refinancing environment.
Underlying operating profit fell $1,190 million to a loss of
$384 million.
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ASEAN
The following table provides an analysis of performance in the ASEAN region:
2015
$million

2014
$million

Better/
(worse)
%

Client income
Other income

2,897
100

3,482
234

(17)
(57)

Operating income1
Operating expenses2
Loan impairment3
Other impairment3
Profit from associates and joint ventures

2,997
(1,880)
(967)
(20)
16

3,716
(2,078)
(698)
(86)
62

(19)
10
(39)
77
(74)

146

916

(84)

1.7
66,942
75,788
70,406

1.8
78,541
94,208
82,603

(15)
(20)
(15)

Underlying profit1,2,3,4,5
Net interest margin (%)
Customer loans and advances5
Customer deposits5
Risk-weighted assets

1. Excludes $269 million benefit (2014: $3 million loss) relating to own credit adjustment and $121 million charge relating to a change in the methodology for estimating credit and funding
valuation adjustments
2. Excludes $55 million charge relating to restructuring actions
3. Excludes $49 million charge relating to restructuring actions
4. Excludes $126 million charge relating to restructuring actions impacting goodwill impairment
5. Based on the location of the clients rather than booking location

Operating income was down $719 million, or 19 per cent, to
$2,997 million, driven by a 17 per cent decline in client income
and the impact of mark-to-market valuations on loan positions.

Commercial Clients income was down, impacted by
macro‑conditions and management actions on risk and
RWA optimisation.

Client income was impacted by continued difficult market
conditions with historically low prices in oil and other
commodities. Income was also impacted by currency
depreciation, regulatory headwinds and deliberate management
actions to reduce risk exposures.

Operating expenses were $198 million lower, or 10 per cent,
at $1,880 million, as a result of cost-reduction actions,
including headcount rationalisation and property optimisation.

Client income from Corporate & Institutional Clients declined
23 per cent, impacted by subdued corporate activity in the
region, the sustained low interest rate environment and the
slowdown in China’s growth momentum. Transaction Banking
income fell, primarily due to weaker market sentiment and
de-risking. Financial Markets income was also down due to
continued margin compression and lower commodities prices,
which more than offset higher volumes. Corporate Finance
income fell, reflecting the challenging market environment,
higher competition due to excess liquidity and a focus on
selective asset origination.
Retail Clients income was impacted by de-risking in unsecured
lending, the exit of non-strategic sales models and regulatory
changes, which impacted key markets such as Singapore.
Wealth Management income was down, impacted by foreign
exchange translation, which offset growth in bancassurance
income driven by our partnership with Prudential and from
increased product penetration.
Private Banking Clients income was impacted by risk
remediation, leading to loss of revenues particularly in the
second half of 2015.
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Loan impairment rose $269 million, or 39 per cent, to
$967 million, driven by continued economic slowdown and
sustained low commodity prices resulting in provisions being
taken on by a small number of Corporate clients. Retail
provisions decreased reflecting the risk management actions
on unsecured lending.
Profit from associates and joint ventures decreased 74 per cent
to $16 million, mainly due to Permata.
As a result, ASEAN underlying operating profit was $146 million,
down 84 per cent.
Balance sheet
Customer loans and advances fell 15 per cent, reflecting slower
business activity and return optimisation initiatives. RWAs
declined 15 per cent driven by the same factors, which more
than offset RWA increases due to changes in policy and model
methodology.
Customer deposits fell 20 per cent, with the proportion of CASA
balances increasing as more expensive Time Deposits matured.
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Middle East, North Africa and Pakistan (MENAP)
The following table provides an analysis of performance in the MENAP region:
2014
$million

Better/
(worse)
%

Client income
Other income

1,341
162

1,625
219

(17)
(26)

Operating income1
Operating expenses2
Loan impairment3
Other impairment

1,503
(947)
(436)
(3)

1,844
(984)
(89)
(1)

(18)
4
(390)
(200)

Underlying profit1,2,3

117

770

(85)

2.6
19,485
22,019
27,022

2.8
22,775
22,447
29,775

(14)
(2)
(9)

Net interest margin (%)
Customer loans and advances4
Customer deposits4
Risk-weighted assets

1. Excludes $1 million benefit relating to own credit adjustment, $1 million net gain (2014: $1 million net loss) on businesses sold/held for sale, and $92 million charge relating
to a change in the methodology for estimating credit and funding valuation adjustments
2. Excludes $28 million charge relating to restructuring actions
3. Excludes $5 million charge relating to restructuring actions
4. Based on the location of the clients rather than booking location

Operating income fell by $341 million, or 18 per cent, to
$1,503 million. Client income declined 17 per cent due to
management actions, which included de-risking and return
optimisation, coupled with subdued corporate activity.
Management actions included the exit of our SME business
in the UAE.

Balance sheet
Customer loans and advances were down 14 per cent due to
de-risking and the exit of the SME business in the UAE. RWAs
decreased by 9 per cent. Customer deposits fell by 2 per cent
with outflows driven by de-risking.

Client income in Corporate & Institutional Clients and
Commercial Clients fell 19 and 40 per cent respectively,
impacted by management actions and by margin compression
in Transaction Banking and Lending. FX volumes increased,
particularly in Financial Institutions, but this was offset by
spread compression.
Income from CCPL, Wealth Management and Deposits
declined mainly due to de-risking and margin compression,
impacting client income from Retail Clients.
Operating expenses were lower as a result of actions to reduce
headcount and drive organisational efficiency.
Loan impairment increased by $347 million to $436 million
due to increased specific provisions on a small number
of Corporate Clients.
Underlying operating profit was down $653 million,
or 85 per cent, to $117 million.
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Africa
The following table provides an analysis of performance in the Africa region:
2015
$million

2014
$million

Better/
(worse)
%

Client income
Other income

1,409
23

1,539
290

(8)
(92)

Operating income1
Operating expenses2
Loan impairment3
Other impairment
Profit from associates and joint ventures

1,432
(918)
(502)
(48)
4

1,829
(990)
(175)
(1)
10

(22)
7
(187)
nm4
(60)

(32)

673

(105)

4.6
11,562
10,983
19,156

4.7
13,103
11,224
20,289

(12)
(2)
(6)

Underlying (loss)/profit1,2,3
Net interest margin (%)
Customer loans and advances5
Customer deposits5
Risk-weighted assets
1. Excludes $4 million gain relating to a change in the methodology for estimating credit and funding valuation adjustments
2. Excludes $33 million charge relating to restructuring actions
3. Excludes $48 million charge relating to restructuring actions
4. Not meaningful
5. Based on the location of the clients rather than booking location

Operating income in Africa fell 22 per cent to $1,432 million,
with client income down 8 per cent and other income down
92 per cent. Other income fell 92 per cent due to Principal
Finance valuation losses.
The decline in client income was driven by Corporate &
Institutional Clients and Commercial Clients segments which
were impacted by foreign currency translation and weakness in
commodity markets. Transaction Banking and Lending income
declined 10 per cent and 26 per cent respectively. Financial
Markets income rose with higher Rates income partly offset by
spread compression in FX. Corporate Finance income declined
due to lower fee income.

Balance sheet
Customer loans declined 12 per cent and RWAs fell 6 per cent
driven by actions to optimise RWA utilisation mainly in
Corporate & Institutional Clients. Customer deposits fell
2 per cent due to a reduction in higher-cost Time Deposits.

Client income from Retail Clients declined 14 per cent,
impacted by foreign currency translation which offset growth
in Wealth Management.
Operating expenses declined as currency translation effects
and efficiency savings offset inflationary pressures.
Loan impairment increased by $327 million due to increased
specific provisions in both Corporate & Institutional Clients
and Commercial Clients segments.
Underlying operating profit fell from $673 million to a loss
of $32 million.
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Americas
The following table provides an analysis of performance in the Americas region:
2014
$million

Better/
(worse)
%

Client income
Other income

789
74

802
59

(2)
25

Operating income1
Operating expenses2
Loan impairment
Other impairment4

863
(799)
(62)
(7)

861
(668)
(21)
(1)

–
(20)
nm3
nm3

(5)

171

(103)

0.5
11,498
18,315
12,784

0.6
10,952
34,019
13,692

5
(46)
(7)

Underlying (loss)/profit1,2,4
Net interest margin (%)
Customer loans and advances5
Customer deposits5
Risk-weighted assets

1. Excludes $24 million charge relating to a change in the methodology for estimating credit and funding valuation adjustments
2. Excludes $13 million charge relating to restructuring actions in 2015 and $300 million charge relating to the civil monetary penalty in 2014
3. Not meaningful
4. Excludes $2 million charge relating to restructuring actions
5. Based on the location of the clients rather than booking location

Operating income of $863 million was flat, with a 2 per cent
decrease in client income offset by higher other income from
Financial Markets.
Client income was impacted by RWA optimisation and
de‑risking initiatives and by weaker activity levels in Trade
Finance and Corporate Finance. This was offset by increased
Financial Markets income from FX and Rates, as volumes grew
strongly in spite of increased market volatility. Capital Markets
also improved, up 14 per cent, mainly as companies issued
more new debt for mergers and acquisition financing.

Balance sheet
Customer loans and advances increased by 5 per cent due
to higher reverse repo balances. RWAs decreased 7 per cent
driven by RWA optimisation and de-risking initiatives.
Customer deposits fell to $18 billion due to balance sheet
optimisation.

Operating expenses were $131 million, or 20 per cent higher
at $799 million, largely due to increased regulatory compliance
costs and financial crime compliance costs.
Loan impairment increased to $62 million due to provisions
against a small number of clients.
Underlying operating profit fell from $171 million to a loss of
$5 million, mainly due to higher costs and loan impairment.
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Europe
The following table provides an analysis of performance in the Europe region:
2014
$million

Better/
(worse)
%

986
(44)

1,098
117

(10)
(138)

942
(1,129)
(132)
(144)
(1)

1,215
(1,142)
(112)
(88)
(1)

(22)
1
(18)
(64)
–

(464)

(128)

(263)

0.5
26,346
53,524
82,921

0.8
21,141
52,498
89,592

25
2
(7)

2015
$million

Client income
Other income
Operating income1
Operating expenses2
Loan impairment3
Other impairment
Profit from associates and joint ventures
Underlying loss1,2,3
Net interest margin (%)
Customer loans and advances4
Customer deposits4
Risk-weighted assets

1. Excludes $173 million (2014: $9 million) benefit relating to own credit adjustment, $10 million relating to net gains on businesses sold/held for sale in 2014, and $534 million
charge relating to a change in the methodology for estimating credit and funding valuation adjustments
2. Excludes $26 million charge relating to restructuring actions
3. Excludes $480 million charge relating to restructuring actions
4. Based on the location of the clients rather than booking location

Income was down $273 million, or 22 per cent to $942 million.
Client income declined 10 per cent as a result of actions taken
by management to reshape the business, de-risking actions
and from lower client activity levels which particularly impacted
Trade Finance. Actions to reshape the business included the
closure of the Retail business in Germany, the Private Banking
business in Geneva and the Institutional Cash Equities business.
Other income declined $161 million to a loss of $44 million
impacted by lower Asset and Liability Management income
due to increased liquid asset holdings for regulatory purposes.
Trade Finance income declined, impacted by management
actions which included de-risking, and as a result of subdued
global trade finance demand.
Financial Markets income declined as higher FX income
was more than offset by lower income from Capital Markets
and Commodities.
Corporate Finance income declined due to lower Structured
Finance income following aircraft sales.
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Operating expenses declined 1 per cent, with a 20 per cent
increase in the UK bank levy to $440 million offset by lower
expenses from business re-shaping actions and favourable
foreign currency translation.
Loan impairment increased by $20 million to $132 million,
with higher provisions primarily against a small number of
Commodity Clients. Other impairment increased by $56 million
to $144 million.
Underlying operating loss for the year was $464 million
compared with a loss of $128 million in 2014.
Balance sheet
Customer loans and advances increased 25 per cent due to
increased reverse repo balances. This more than offset a fall
in Trade Finance balances which, together with management
actions, reduced RWAs. Customer deposits increased
2 per cent driven by higher Financial Market liabilities.

CONTENTS

Strategic report

Operating profit relating to business exits
During 2014 and 2015, the Group exited a number of businesses:
2015:

2014:

• Sale of the Consumer Finance businesses in Korea,

• Sale of its Retail business in Germany
• Sale of its Retail securities division in Taiwan
• Run-down of its SME business in UAE

Hong Kong and China

The amounts in the table below reflect the operating income
and costs of the businesses exited and excludes any gains
or losses on sale and any disposal costs incurred.
2015
$million

Operating income
Other operating expenses
Loan impairment
Operating profit

Group summary consolidated balance sheet

2014
$million

137
(90)
(30)

580
(310)
(177)

17

93

Increase/
(decrease)
%

2015
$million

2014
$million

Increase/
(decrease)
$million

Assets
Cash and balances at central banks
Loans and advances to banks1
Loans and advances to customers1
Investment securities1
Derivative financial instruments
Other assets

65,312
66,769
261,403
131,846
63,143
52,010

97,282
87,500
288,599
129,347
65,834
57,352

(31,970)
(20,731)
(27,196)
2,499
(2,691)
(5,342)

(33)
(24)
(9)
2
(4)
(9)

Total assets

640,483

725,914

(85,431)

(12)

Liabilities
Deposits by banks1
Customer accounts1
Debt securities in issue1
Derivative financial instruments
Subordinated liabilities and other borrowed funds
Other liabilities1

38,248
359,127
68,797
61,939
21,852
42,008

55,323
414,189
80,788
63,313
22,947
42,616

(17,075)
(55,062)
(11,991)
(1,374)
(1,095)
(608)

(31)
(13)
(15)
(2)
(5)
(1)

Total liabilities

591,971

679,176

(87,205)

(13)

Equity
Total liabilities and shareholders’ funds

48,512

46,738

1,774

4

640,483

725,914

(85,431)

(12)

1. Includes balances held at fair value through profit or loss
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Operating and financial review

• Closure of the Institutional Cash Equities business
• Closure of the Private Bank in Geneva
• Closure of the Russia and Vienna offices
• Sale of the Retail branch in Lebanon

Financial review

Access to financial services
Microfinance
We work with Microfinance Institutions (MFIs) to support the long-term development of the sector. In 2015, we provided lending
of $271.6 million to MFI clients for on-lending to microfinance customers.
Loans extended
Individuals impacted1 (million)

2015
$million

2014
$million

2013
$million

271.6
1.8

318.1
2.1

271.0
1.8

1. Based on the assumption of average loan size of $150 in local currency

Clean technology
This includes funding we provided and facilitated to support the clean technology sector, including lending, bonds, and mergers
and acquisitions.
Value of funds provided and facilitated

2015
$million

2014
$million

2013
$million

883.3

798.6

945.7

Balance sheet

Loans and advances to banks and customers

The Group’s balance sheet is increasingly well diversified and,
following management actions, provides a stronger platform to
support the execution of the strategy. We continue to be highly
liquid and primarily deposit funded, with an advances-to-deposits
ratio of 72.7 per cent, up from 69.7 per cent at the end of 2014.
The Group continues to be a net lender into the interbank
market, particularly in the Greater China, ASEAN and Europe
regions. The Group’s funding structure remains conservative,
with limited levels of refinancing over the next few years.

Loans to banks and customers fell by $48.9 billion as we
focused on disciplined balance sheet management and more
selective asset origination. Consistent with our commitment to
promote social and economic development across our markets,
we continue to extend access to financial services and support
lending to the clean technology sector.

The Group strengthened its capital position through a
£3.3 billion rights issue in November 2015, and our Common
Equity Tier 1 ratio increased to 12.6 per cent from 10.5 per cent
at the end of 2014. Management actions, including those
undertaken as part of the Strategic Review, contributed to
an 11 per cent reduction in RWAs and a 12 per cent fall in
total assets.
The profile of the Group’s balance sheet however, remains
stable, with around 68 per cent of our financial assets held at
amortised cost, and 57 per cent of total assets have a residual
maturity of less than one year.
Cash and balances at central banks
Cash balances fell $32 billion as we exited bank and customer
deposits and reduced surplus liquidity balances.
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Loans to Corporate & Institutional Clients and Commercial
Clients are increasingly well diversified by geography and client
segment. During 2015, we continued to reshape the portfolio,
exiting low-returning clients and increasing loan loss provisions,
all of which contributed to the reduction in loan balances
compared to 2014. Lending fell $21.2 billion, primarily
concentrated in Greater China (down $12 billion) across Energy,
Mining and Quarrying and Consumer Durables sectors and
ASEAN, principally in the Energy sector.
Retail and Private Banking Clients lending fell $6 billion with
unsecured lending falling $3 billion as we reduced our exposure
to unsecured lending products across a number of our major
markets. This was partly offset by an increase in secured
Wealth products across the ASEAN region. Mortgages were
largely flat with growth in Greater China and NEA offset by
lower balances in ASEAN.
Loans to banks fell by 24 per cent, or $20.7 billion, with lower
balances in Europe as we placed surplus liquidity across our
footprint markets.
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Investment securities
Investment securities rose by $2.5 billion as we repositioned
liquid assets, increasing holdings of Treasury Bills and
highly‑rated corporate debt securities. The maturity profile of
these assets is largely consistent with prior years, with over
40 per cent of the book having a residual maturity of less
than 12 months.
Operating and financial review

Derivatives
Notional values decreased compared to 2014 as client demand
for interest rate hedging declined. As a result, the unrealised
positive mark-to-market positions were $2.7 billion lower at
$63 billion. The mark-to-market was also impacted by an
increased charge in respect of credit and funding valuation
adjustments as we adapted our approach to reflect changing
market practices. The Group’s risk positions continue to be
largely balanced, resulting in a corresponding increase in
negative mark-to-market positions. Of the $63 billion mark-tomarket positions, $39 billion was available for offset due to
master netting agreements.
Deposits
Customer accounts fell $55 billion, or 13 per cent, and deposits
by banks fell $17 billion, reflecting lower liquidity requirements
as we reduced assets and exited higher-cost Time Deposits
across a number of markets. CASA continues to be the core
of the customer deposit base, constituting 54 per cent of
customer deposits.
Debt securities in issue, subordinated liabilities
and other borrowed funds
Debt securities in issue and subordinated debt fell $13 billion
compared to December 2014, largely due to lower levels
of short-dated securities reflecting the reduced funding
requirements. Subordinated liabilities reduced $1 billion largely
due to exchange rate fluctuations.
Equity
Total shareholders’ equity was $1.8 billion higher at
$48.5 billion, reflecting the £3.3 billion rights issue ($5.1 billion)
and the issuance of $2 billion of Additional Tier 1 instruments
during the period, offset by the loss for the year of $2.2 billion,
dividend payments (net of scrip) of $0.9 billion and the negative
impact of foreign currency translation of $2.3 billion.

Our Strategic report from pages 3 to 59 has been reviewed
and approved by the Board

Bill Winters
Group Chief Executive
23 February 2016
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