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Building a simple, safe
and more customer
focused bank

rbs.com

We are a financial services company, providing a wide range of products and services
to personal, commercial, large corporate and institutional customers.
Our purpose is to serve customers well. We are building a safe, simple and customer-focused
bank. To do so we are doing business in a way that aligns with our values and considers
the longer-term impacts of our decisions and actions. Underpinning that ambition is our
blueprint for lasting success.
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No.1

Our Ambition

for customer
service, trust
and advocacy

Our Purpose

Serve customers well

Serving
customers

Our Values

Working
together

Doing the
right thing

Thinking
long term

Our Brands
Strength
and
sustainability

Our Priorities

Progressing
towards
c.14%¹ CET1
capital ratio
RoTE ≥12%

Our 2020
Goals
Our 2019
Targets

Progressing
towards
c.14%¹ CET1
capital ratio

Customer
experience

Simplifying
the bank

Supporting
sustainable
growth

No.1 for
service, trust
and advocacy

Cost:income
ratio < 50%

Leading market
positions in
every franchise

Reduce
operating
expenses by
c.£300m²

Grow net
lending in
CPB and PBB
by 2-3%

2 place
improvements
in CMA rank for
both NatWest
and Royal Bank
Brands

Employee
engagement
Employee
engagement in
upper quartile of
Global Financial
Services (GFS) norm

Improve employee
engagement

Notes: (1) c.14% at the end of 2021, previous target stated as >13%.
(2) Excluding strategic costs and conduct and litigation costs.

Assurance
The scope of work performed by the Group’s independent auditor as part of their review of other information included in
the 2018 Annual Report and Accounts is described in the Independent auditor’s report to the members of The Royal Bank of
Scotland Group plc on pages 166 to 175. In addition, The Royal Bank of Scotland Group plc appointed Ernst & Young LLP to
provide limited independent assurance over selected sustainability content marked with (*) within the Strategic Report, as at
and for the period ended 31 December 2018. The assurance engagement was planned and performed in accordance with
the International Standard for Assurance Engagements (ISAE) 3000 Revised, Assurance Engagements Other Than Audits or
Reviews of Historical Financial Information. An opinion was issued and is available on rbs.com. This opinion includes details of
the scope, respective responsibilities, work performed, limitations and conclusions.
Further information on environmental, social, employee and human rights matters is available on
the Sustainable Banking webpages on rbs.com.

Why go online?
Many shareholders are now benefitting from more accessible information and helping the environment too.
If you haven’t already tried it, visit our online Annual Report.
rbs.com/annualreport
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Business Review
The financial performance of our
business and our operating segments.

Governance
A detailed review of our corporate
governance and remuneration,
including the Report of the directors
and annual report on remuneration.
Capital and risk management
Disclosures on our capital, liquidity
and funding position and a detailed
overview of the management of
key risks relating to our business
operations.
Financial Statements
Our audited financial statements
and related notes, including our
Independent auditor’s report.

Risk Factors
A description of certain risk factors
that could adversely affect our future
results, financial condition and
prospects and cause them
to be materially different.

Approval of Strategic Report
The Strategic Report for the year ended 31 December 2018 set out on pages 2 to 35 was approved by the
Board of directors on 14 February 2019.
By order of the Board.
Company Secretary
Aileen Taylor
14 February 2019
Chairman
Howard Davies

Executive directors
Ross McEwan
Katie Murray
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Non-executive directors
Frank Dangeard
Alison Davis
Patrick Flynn
Morten Friis
Robert Gillespie
Brendan Nelson
Baroness Noakes
Mike Rogers
Mark Seligman
Dr Lena Wilson

2018 Highlights
How we have performed on Our Priorities

Strength and sustainability
Profit attributable to
ordinary shareholders

Operating profit before tax

£3,359m £2,239m
2017

2018

£1,622
million
2018

£752
million
2017

13p Dividend per share in 2018

Income

£13,402m £13,133m
2017

2018

Return on tangible equity

CET 1 ratio (1)

16.2%
2018

15.9%

2018

2017

2.2%

4.8%

2017

£1.6
billion

£1.0
billion

Total proposed
dividend to
shareholders

Will be returned
to UK taxpayer

Net interest margin

1.98%
2018

2.13%
2017

Customer experience
8.6
8.1

million

2018

million

2017

Digitally active users
(online and mobile)

Our Commercial Bank
is the largest supporter
of UK business

British Bank Awards 2018
Best Banking App:
NatWest

Note:
(1) Based on end-point Capital Requirements Regulation (CRR) Tier 1 capital and leverage exposure under the CRR Delegated Act.
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Best Private Bank
in the UK:
Coutts

Simplifying the bank
Other operating expenses (1)

Cost:income ratio (2)

Risk-weighted assets

2018

£7,359 million

2017

£7,637 million

2018

71.7%

2017

79.0%

2018

£188.7 billion

2017

£200.9 billion

Employee engagement
Female representation in
our top c.4,000 roles

Employee engagement score

83%

86%
2018

2018

2018 ‘Women in Finance
Awards Employer of
the Year’

44%

45%

2017

Women in Finance

2017

Supporting sustainable growth
Lending in our personal and
commercial business (3)

£296.7
billion
2018

Gross new mortgage lending (4)

£298.5
billion
(5)

2017

The only UK Bank
to be included in
the DJSI World and
Europe Indices.

£32.8 billion
£33.9 billion

Retained our
position in the
FTSE4GOOD Index
Series.

2018
2017

Gross lending to SMEs
and mid-corporates in
Commercial Banking

£30.0
billion
2018

Over one million
Financial Health
Checks in 2018(*).

£30.7
billion
2017

Awarded ‘highly
commended’ at the
Ethical Corporation
awards for
Climate Action.

Notes:
(1)	Operating expenses excluding litigation and conduct costs of £1,282 million (2017 – £1,285 million), strategic costs of £1,004 million (2017 - £1,565 million)
and a VAT release of £86 million in 2017.
(2) Operating lease depreciation included in income of £121 million (2017 - £142 million).
(3) Comprises customer loans in our UK Personal & Business Banking, Ulster Bank RoI, Commercial Banking, Private Banking and RBS International operating segments.
(4) 	C omprises gross new mortgage lending in our UK Personal & Business Banking, Ulster Bank RoI, Private Banking and RBS International operating segments.
(5) 2017 includes an £1.8 billion reduction in net loans to customers as a result of asset reclassifications in 2018.
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Chairman’s
statement
Howard Davies
Chairman

In 2018 the bank delivered a good
financial performance, despite an
uncertain economic outlook and a
highly competitive environment.
Paying a dividend for the first time in
a decade showed continued progress
in building a stronger, safer bank that
is capable of delivering improving
returns for shareholders.
A pre-tax operating profit of £3.4 billion
and an attributable profit of £1.6 billion
represent a more consistent financial
performance, following a return to
profitability in 2017. We achieved that
improvement through stable income
generation - despite the low interest
rate environment – as well as by
reducing operating costs and de-risking
the balance sheet further.
With the bank financially stronger and
the largest legacy issues resolved, the
Board and Management Team are
focused on delivering a more consistent
and improved level of customer
service across all areas. Customers’
expectations of all service providers
are high and the range of competitors
in the market using diverse delivery
mechanisms is as wide as it has ever
been.
Shareholder returns and privatisation
Our stronger financial position has
enabled us to provide clarity on how
we intend to return excess capital to
shareholders. We believe that to sustain
a sound bank of this kind we need a
strong capital base. We paid our first

ordinary dividend in a decade of 2
pence per share at our 2018 interim
results. We are pleased to announce
that, subject to shareholder approval
being obtained at the 2019 Annual
General Meeting, we will pay a final
dividend of 3.5 pence per share and a
special dividend of 7.5 pence per share.
Together this will mean over £1.6 billion
in capital returns to shareholders for
the Financial Year 2018. We expect to
maintain ordinary dividends of around
40% of attributable profit.
The bank received approval from
shareholders on 6 February to buyback
shares - equivalent to 4.99% of the
Group’s issued share capital - from HM
Treasury. Any buyback of these shares
will be at the discretion of HM Treasury,
however this approval provides another
mechanism to return excess capital to
shareholders in an efficient way.
The journey towards a return to private
ownership continues and further
progress was made in 2018. In June, the
government undertook a further sell
down of its majority stake in the bank,
selling 925 million shares, raising total
proceeds of £2.5 billion, and reducing
its stake to 62.3%. In addition, the
Chancellor indicated in the Autumn
Budget that the UK government plans
fully to exit its ownership of RBS by
2024.
Brexit and the economy
The Brexit process continues and we
have planned for a range of scenarios
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associated with exiting the European
Union. We have put in place plans that
will enable us to continue to serve
our customers in continental Europe.
We have our Dutch Banking entity in
Amsterdam and we are in the final
stages of seeking approval for two
branches in Frankfurt, which we expect
to be operationally ready if required,
to support among other things the
continued clearing of euro payments.
These actions are prudent given the
uncertainty and will allow us to serve
our large corporate customers in
Western Europe while we wait for clarity
on the terms of the deal.
In the UK, we are seeing large corporate
customers delay investment decisions
until they have more detail on the
outcome of the Brexit process. As one of
the largest commercial lenders in the UK
we recognise our responsibility to provide
support at a highly uncertain time.
As a predominantly UK and RoI focused
bank, our performance and lending
growth will broadly reflect those
economies. UK economic growth
remained behind its long term average
in 2018. While the inflationary pressure
induced by sterling’s depreciation post
the EU referendum subsided, consumer
confidence remains muted. It remains to
be seen what fiscal and monetary policy
levers the Bank of England will pull in
the event of an economic downturn,
but lower interest rates for longer
would affect the bank’s ability to deliver
significant income growth.

Progress on resolving our
legacy issues
The bank resolved its remaining major
legacy issues in 2018. We settled the
US Department of Justice investigations
into our historic (pre-2007) activities
in the US RMBS market in August
2018. While settling this long-running
issue was welcome, the £3.6 billion
settlement was a stark reminder of how
in the past this bank failed to put the
interests of customers first.
We have seen good progress on the
revised scheme to satisfy our remaining
State Aid obligations. In 2017, Her
Majesty’s Treasury agreed with the
European Commission a two part
scheme comprising of a Capability &
Innovation Fund, and an incentivised
transfer of some of our Small and
Medium sized Enterprise customers
who were due to move to Williams &
Glyn. We welcome the progress that the
independent body Banking Competition
Remedies Ltd has made and are
operationally ready to fully support
the switching scheme and impacted
customers at its launch.
Ring-fence regulation
In 2018, we continued to reshape the
bank in response to UK ring-fencing
legislation. This involved transferring
4.5 million customers between different
legal entities. In July, we reached a
key milestone when the Scottish Court
approved the bank’s request to transfer
the customers who were affected
by a change in legal entity. We also
introduced some significant changes to
the way our Boards operate to comply
with regulatory requirements. We met
the PRA deadline on 1 January 2019
and are fully ring-fence compliant. This
has been a complex project and I am
pleased it has been undertaken with
minimal impact on customers.
Building a more sustainable bank
and community engagement
We are aware of our responsibilities to
the communities we serve, given the
central role we play in the economy. In
2018 we provided £30.4 billion in gross
new lending to UK homeowners and
supported over £100 billion of lending
to UK businesses, as we helped our
customer continue to grow.
Our volunteering and fundraising
partnerships continue to make a
difference for the communities
we serve. In 2018, our employees
supported a wide variety of charities

raising £4.4 million through their giving
and fundraising efforts. Our flagship
financial education programme,
MoneySense, met its annual targets.
Since 2015, we have reached 1.8 million
young people and RBS employees have
supported 59,000 in-school workshops.
Last year, we witnessed a growing
focus on climate change from
regulators and investors. In 2017, the
bank publicly committed its support
of the Financial Stability Board's Task
Force on Climate-related Financial
Disclosures (TCFD) - a voluntary set
of guidelines encouraging consistent
climate-related disclosures in annual
reporting. We have now committed a
further £10 billion to the Sustainable
Energy sector by 2020. This will include
continued financing of low carbon
generation as well as energy efficiency
projects, such as in the real estate
sector, and alternative fuelled vehicles.
Shareholders
We have continued to engage actively
with our shareholders. A resolution
to establish a formal Shareholder
Committee was requisitioned by a
group of shareholders at our AGM in
2018. It did not receive approval, in part,
we believe, because we have made
efforts to engage with shareholders
large and small. Our investor
relations efforts are highly rated. Our
Sustainable Banking Committee has
met a wide range of stakeholders for
a number of years. Last year we held
retail shareholder events in Glasgow
and Birmingham. The events gave
shareholders the opportunity to meet
with our Board and ask questions on
performance and strategy. Feedback
was positive and we plan to hold more
events in 2019.
Diversity and inclusion
In 2014, we set ourselves a target
to have at least 30% of roles in the
three most senior levels of each of our
businesses filled by women by 2020. In
2018, on aggregate across the bank,
this representation stands at 37%. We
also are aspiring to achieve full gender
balance at all levels of our business by
2030.
We are focused on becoming a more
ethnically diverse organisation, to
reflect the communities in which
we operate. We introduced formal
UK targets in 2017 to improve the
proportion of non-white colleagues in
our top 4 leadership layers, to at least
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14% by 2025, and are already making
good progress against this, with 8%
representation.
Board changes
We were pleased to welcome Patrick
Flynn to the Board on 1 June 2018.
Patrick’s appointment further
strengthens our overall board
composition and supports succession
planning. Brendan Nelson will step
down as Chairman of the Group Audit
Committee with effect from 31 March
2019 at which time Patrick will assume
the role of Chairman of the Group Audit
Committee. Brendan has indicated
that he will not stand for re-election at
the 2019 Annual General Meeting. I’d
like to thank Brendan for his significant
contribution since joining the Board as
a Non-Executive Director in 2010. The
Board and the wider organisation have
benefited from his extensive knowledge
and experience and his presence will be
greatly missed.
Penny Hughes resigned as a nonexecutive director on 30 May and Ewen
Stevenson resigned as Chief Financial
Officer and Director on 30 September.
I would like to thank Penny and Ewen
for all their hard work and dedication
to RBS.
As a result of Ewen’s resignation we
appointed Katie Murray as Chief
Financial Officer, effective from 1
January 2019. Katie brings nearly
30 years of finance and accounting
experience in capital management,
investor relations and financial planning
to the role. She has already contributed
significantly to RBS over the last three
years.
Conclusion
Overall, the Board is pleased with the
bank’s performance in 2018 during a
period of significant uncertainty in the
macroeconomic environment. We dealt
with our last major outstanding legacy
issue, reduced our cost base, delivered
lending growth in a tough operating
environment and paid our first dividend
in a decade. We still have more work
to do to reach our 2020 ambitions, but
we continue to make good progress on
improving returns for shareholders and
delivering better service for customers.

Chief Executive’s
review
Ross McEwan
Chief Executive

2018 was a year of strong progress
on our strategy - we settled our
remaining major legacy issues,
paid our first dividend in ten years
and delivered another full year
bottom line profit. However, while
our financial performance is more
assured, we know that a significant
gap remains to achieving our
ambition to be the best bank for
customers. We are fully focused on
closing this gap.

Business Banking businesses supported
total lending of more than £100 billion
in 2018.

Today we are reporting a pre-tax
operating profit of £3.4 billion and a
bottom line attributable profit of £1.6
billion for 2018. In addition, we are
pleased to propose a full year ordinary
dividend of 3.5 pence per share, and a
special dividend of 7.5 pence per share.
These are in addition to the ordinary
dividend we paid at our interim results.
Together, we will have returned £1.6
billion to shareholders, and around £1
billion to the UK taxpayer in dividends.
We also have shareholder approval to
participate in a directed buyback should
the government seek to dispose of a
portion of its shares.

A good financial performance in
uncertain economic conditions
Our financial performance is good,
given the uncertain economic outlook.
In 2018, we continued to take costs out
of the business and reduced operating
expenses by £278 million. This means
that we have now reduced operating
costs by more than £4 billion in five
years.

The UK economy faces a heightened
level of uncertainty related to the
ongoing Brexit negotiations. We have
continued to support our customers,
providing £30.4 billion in gross new
UK mortgage lending in 2018, and
Commercial Banking made or renewed
commitments of around £30 billion
of term lending facilities to mainly
UK businesses. Our Commercial and

We have also committed an additional
£2 billion to our Growth Fund to support
British business, taking the total
fund to £3 billion. This fund is helping
businesses manage their supply chains
in what is a very uncertain time. These
actions help maintain our position as
the largest supporter of UK business.

Our long-term target remains to reach
a cost to income ratio of below 50%,
however we note that as an industry
we are required to carry additional
costs to deal with Brexit and the
ongoing operational obligations of ringfencing. Given the continued low rate
environment and highly competitive
mortgage market, coupled with the
uncertainty in the economy, income
remains under pressure. We continue
to focus on cost reduction to ensure
we are preparing our business for the
future and to meet our customers and
shareholders needs.
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In 2019, we are committing to reducing
our operating costs by c.£300 million.
Our consistent delivery on cost targets
in recent years gives me the confidence
we will achieve this.
Our strategic plan has served us well
and we will continue to focus on our five
key priorities, as set out below, as we
strive to become the UK and Republic of
Ireland’s best bank for customers.
Strength and Sustainability
The bank’s financial strength is much
improved. Our Common Equity Tier
1 ratio has increased from 8.6% at
the end of 2013 to 16.2% at the end
of 2018. This progress helped us to
obtain a clear pass in the 2018 Bank of
England stress test - a very important
milestone. Alongside our financial
strength we have continued to build
greater resilience into our systems,
helping to protect our customers who
are at greater risk of fraud and scams
more than ever before. We are the
first and only UK bank to partner with
National Trading Standards on their
Friends Against Scams initiative. More
than 31,000 colleagues completed the
training in 2018 and we have committed
to training a million customers by 2020.
Customer Experience
While our financial performance is more
assured, we know that a significant gap
remains to achieving our ambition to
be the best bank for customers. We are
very aware that we need to deliver

better service, more consistently. The
Competition and Markets Authority
(CMA) results, which now provide
the public with a ranking of banks’
performance for customers, bring this
into sharp focus. With the large major
legacy issues behind us, we are putting
all of our focus into improving our
customer experience.

lower our cost base and deliver a 24/7
customer experience . Take Cora for
instance –our AI Chat Bot which we
launched in partnership with IBM
Watson - she now handles an average
of 83,000 queries a week. Given the
success in the personal business,
we have recently rolled out Cora to
Commercial Banking.

We are investing in innovation, with
£1 billion committed to invest in 2019
aimed at improving legacy systems
and delivering better solutions for
customers. We continue to develop our
mobile app which for NatWest now
scores +41 for customer advocacy.
Our Commercial Bank, the UK’s largest
supporter of business, remains ahead
of the rest of the market for customer
advocacy and in Coutts we have a
market leading private banking brand.

Supporting sustainable growth
Supporting our customers’ ambitions
is a key part of our role in society. We
have focused on growing lending in our
target markets. Gross mortgage lending
in UK Personal and Business Banking
increased £1.5 billion in 2018, and we
helped around 45,000 customers buy
their first home. Our support doesn’t
only extend to lending, we now have
12 NatWest accelerators. These
hubs make up the UK’s largest fullyfunded business accelerator network,
capable of supporting up to 1,000
entrepreneurs.

Customers want and need to do their
banking quickly and safely. When we
help them to do this, and combine it with
expert advice, we see advocacy scores
increase. That is how we are focusing
the business, and we are confident the
changes we are making will deliver a
consistently higher quality of service.
Simplifying the Bank
We are a simpler bank, but we can’t
yet call ourselves simple to deal with.
While we are now more efficient with a
lower cost base, as we have shrunk in
size, many of our processes are still too
difficult for our customers to deal with,
and are frustrating for our colleagues
as they try to serve our customers.
Whether it is booking travel, watching
a film or shopping online, customers
now expect a fast and reliable service.
Banking is no different from any other
customer focused industry, and we
are responding to those changes in
customer behaviour.
Our first digital lending journey for
Commercial Banking customers is
now live. The new platform allows
existing customers to apply digitally
for secured and unsecured loans up to
£750,000, subject to eligibility criteria.
Customers are able to complete their
loan application in a matter of minutes,
and usually get a decision in principle
within 24 hours. We have simplified and
streamlined the customer experience,
giving our customers a rapid response,
all the while supported by the vast
industry knowledge and insight of our
Relationship Managers.
We are also embracing artificial
intelligence (AI), which is helping us

NatWest Markets continued to support
large corporate customers with a range
of financing needs in 2018. Our FX team
was voted number one for customer
satisfaction in the 2017 Greenwich
Associates FX Survey and we helped
clients raise £312 billion on the debt
capital markets.
Employee engagement
The turnaround of the bank would
not have been possible without the
hard work and determination of our
colleagues. Over the last four years we
have seen a significant reduction in the
number of roles across the bank, as a
result of divestment and restructuring
aligned to our strategy. Despite this
activity, colleague engagement is
at its highest level since we started
measuring in 2002. The independent
Banking Standards Board report on
culture also showed improvements
in every category. Of course, there is
always more we can do, and we have
set stretching targets as we strive to
become a more diverse and inclusive
organisation.
Innovating and investing to
improve customer service
We have taken a dual approach to
innovation by transforming our core
banking services and delivering
new products and services outside
of traditional banking. In 2018, we
continued to invest in our existing
infrastructure, improving system
resilience and migrating to latest in
cloud technologies. Last year we
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experienced 19 Criticality 1 Incidents,
compared to 318 four years ago.
Our customers continued to migrate to
our mobile app during 2018. In UK PBB
we now have 6.4 million regular mobile
customers, 16% higher than 2017.
Today close to three quarters of active
current account customers in UK PBB
are regular digital users. Sales through
our digital channels in UK PBB are up
19% on last year and now represent
almost half of all product sales. Four
years ago this figure would have been
26%.
At the same time we are trying new
things outside our core banking
services. We are piloting Bó and Mettle
as two standalone digital banks. Bó is
our digital personal bank targeted at
helping people to manage their money
better. Mettle is our digital bank for
business customers.
We are learning a lot from these
innovations and applying our findings
back into the core bank.
These innovations complement the
wider eco-systems that we want to build
around key customer experiences – be
it buying a home, or running a business.
Building or acquiring complementary
services to the core banking services
we already offer in these areas will
allow us to deepen our relationships
with customers, and ultimately grow
revenue.
2019, a year of focusing forward
In 2019, we will focus forward, into
a rapidly changing market. We have
set annual goals for 2019 based
around our five priorities in order to
keep up momentum on the delivery
of our strategic plan. There are two
areas in particular that we need to
focus on – customer experience and
simplifying the bank. This year we
aim to spend £1 billion on upgrading
legacy infrastructure, improving
systems, processes and delivering new
innovations which will improve our
customers’ experience. We will simplify
the bank further in 2019, given this we
have set a operating cost reduction
target of c.£300 million for 2019, and
continue to strive for a sub 50% cost to
income ratio.
We have made good progress on
making RBS a much simpler, safer and
more customer focused bank. From
a position of capital strength, we will
aim to improve returns for you, our
shareholders.

Our operating environment
Key economic indicators
UK unemployment rate

UK gross domestic
product growth

1.8%

1.4%
2018

2017

4.0%

2018

Number of people in employment
in the UK (million)

4.4%
2017

32.5

2018

UK GDP grew by 1.4% in 2018, down from a 1.8% rise in 2017. Weaker business
investment has been a contributing factor. Between Q3 2018 and Q4 2018,
business investment fell by 1.4%, the fourth consecutive quarterly decline, meaning
investment was 3.7% lower in Q4 2018 compared with a year previously. Business
borrowing increased slightly towards the end of 2018, with loans to non-financial
companies up 2.6% in the year to December 2018, compared with 2.1% at the end
of 2017. However, within that, it was larger firms who were primarily responsible
for the growth in lending (up 4% in the year to December 2018). In comparison,
SMEs loan growth was 0.1% year on year. Annual inflation hovered just above the
Monetary Policy Committee’s target in December 2018, at 2.1%.

Bank of England
base rate

The labour market remained strong with employment rising further to a new
record 32.5 million in the three months to November 2018 compared to 32.2 million
for the three months to November 2017. This helped push unemployment down to
4.0% in the three months of November 2018, compared to 4.4% at the end of 2017.
Pay growth rose to 3.4% in the three months to November 2018 and vacancies
reached new highs. The Bank of England’s mounting concerns that the pace of
activity is exceeding the potential growth rate of the UK economy prompted a rise
in the Bank Rate to 0.75% in August 2018, the second increase since November
2017. However, the Bank of England signalled it expects UK economic growth to
slow again in 2019 and therefore envisages any further tightening to be gradual
and limited, contingent on the nature of the UK’s withdrawal from the EU.

Q4 2018

Any time of day
Our chatbot Cora’s only two, but has already chatted
with more than 4.3 million customers.
Cora can answer most customer queries and is available to chat 24/7, meaning
customers can always get a response in seconds, whatever the time of day.
And the more conversations Cora has, the better Cora gets. Thanks to clever
algorithms, Cora learns from every interaction so the knowledge and service
on offer is always improving.
This 24/7 approach to customer service and Cora’s ability to learn quickly
are resulting in great feedback, with 83 per cent of customers giving a
4 or 5 star rating.
Not bad for a 2-year old.
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0.75%

32.2
2017

0.50%
Q4 2017

Making sense of money
Through MoneySense, our flagship financial education programme
for 5-18 year olds, we have helped over 6.5 million young people to
be more financially aware. During 2018, our employees helped over
77,000 young people learn about money through our MoneySense
volunteer workshops in schools.
Money management is an essential life skill that, prepares young people for adult life as well
as contributing positively to communities and wider society.
In a fast-changing, digital world it’s important that young people have the skills, knowledge,
and confidence to manage their money well. MoneySense goes beyond the basics of
budgeting and saving, with curriculum-based lessons that also explore fraud and scams,
the connection between unmanageable debt and negative emotions and the dangers
of money muling.
The programme won Gold for Best Educational Programme at the Corporate Engagement
Awards in 2018 and, as MoneySense enters its 25th year, we are proud of the difference
it’s making to young people and our communities.
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Key influences in
our operating
environment

Every year we assess the importance
and materiality of external influences
both in terms of their relevance to our
stakeholders (including customers,
investors, policy makers, bank
representatives and topic specialists)
and their potential commercial impact
on the bank.

The environment in which
we operate influences our
ability to serve customers
and create value for the
long term.

High

For more on our key influences
process refer to the Sustainable
Banking pages on rbs.com

In 2018 the key influences review
involved interviews with internal
and external stakeholders and a
cross-bank workshop.

Longer term
considerations

Stakeholder interest

The results help evaluate our
performance in the context of wider
societal issues, inform the bank’s future
strategy and stakeholder engagement.

Shorter term
considerations
Reputation
& trust

Financial
capability
Social inequality &
financial exclusion

Climate &
sustainable
finance

Housing

Inclusion &
diversity

Operational
resilience

Culture,
engagement &
wellbeing

Banking
regulation

UK productivity &
economic growth

Conduct &
litigation

Political
landscape

Cyber
security

Generating
sustained
returns

Skills, capabilities
and reward

Technology &
innovation
Changing
customer
expectations
Competition

Commercial impact

High

The key influences have been mapped to the bank’s five strategic priorities
Strength &
sustainability

Customer
experience

Simplifying
the bank

Supporting
sustainable growth

Landing a green deal
NatWest Markets played an active role in the issuance of a
landmark Green bond by Royal Schiphol Group, which issued
its first ever Green bond. This raised EUR 500million, a first
for a European airport.
These proceeds will go towards funding a portfolio of eligible environmental projects
to improve energy efficiency. There will also be investment in new environmentally
friendly forms of transportation at Amsterdam Schiphol Airport.
This sector may not seem the most obvious one for a green bond issuance. But this is
part of an increasing trend of clients wanting to contribute to climate action. NatWest
Markets will continue to help clients transition to a lower carbon economy.
Vianney Heeren, Corporate Treasurer says:
‘The transaction reflects Schiphol’s ambition to be the most sustainable airport.
Proceeds of the bond issue will be used to invest in clean transportation and green
buildings. NatWest Markets did an outstanding job in making this deal a success.’
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Employee
engagement

Understanding the key influences in our operating environment
Shorter term considerations
UK productivity & economic growth
The UK economy continued to grow in
2018, albeit below its long-term trend.
RBS’s performance is strongly tied to
the economic performance of the UK
economy. With the short and long-term
outlook for the UK and global economy
remaining uncertain, RBS recognises
its role in supporting productivity and
economic growth.

Political landscape
Political risks continue to evolve with
uncertainties related to Brexit.

Longer term considerations
To respond to growing competitive
pressures, RBS will need to continue to
improve the bank’s products and services
in order to increase market share.

Reputation & trust
A significant level of trust is required to
ensure RBS is sustainable for the long
term. Continued efforts to restore trust
and safeguard reputation remain a key
focus area.

Conduct & litigation
Although RBS has resolved the majority of
legacy conduct issues and litigation costs
are falling, the focus remains on putting
in place and maintaining measures to
prevent future issues related to conduct.

Generating sustained returns
To generate sustained returns to its
stakeholders, RBS needs to have a
robust business model with a wellmanaged cost base that adapts and
responds to changing socio-economic
and environmental factors.

Technology & innovation
Digital maturity is seen as critical to the
future success of RBS as the banking
sector goes through a period of rapid
technological change. Together with
digital innovation and ongoing efforts
to reduce costs, there is potential for
significant disruption to traditional
banking business models.

Changing customer expectations
Customers’ lives are following less
predictable paths. RBS needs to continue
helping customers with new ways to
bank while meeting personalised service
expectations and catering to a broad
range of lifestyles and differing levels
of digital and financial understanding.

Competition
Regulators continue to encourage
competition in the banking sector,
with January 2018 seeing the arrival
of Open Banking and Payment Services
Directive 2 (PSD2).

Cyber security
With the increasing possibility of
significant scale attacks resulting in
data breaches and ultimately, damaging
consumer trust, RBS must continue to
build on a multi-layered approach to
cyber security and continue to take part
in industry-wide initiatives to monitor
and anticipate developments.

Operational resilience
2018 has seen heightened media
coverage on the operational competency
of UK banks, including data breaches and
technology failures. To provide continuity
of service for customers with minimal
disruption, RBS must continue to monitor
and assess a diverse array of threats,
both external and internal, as well as
developing, strengthening or adapting
existing control capability to be able to
absorb and adapt to such disruptions.

Banking regulation
RBS continues to operate in an
increasingly complex regulatory
environment. Regulatory and legislative
focus is broadening from banking
regulation to include non-banking
specific regulation, for example relating
to artificial intelligence and climate
change.

Where to find out more
2018
highlights

Chairman/CEO
review

Building a more
sustainable
bank

Sustainable
Banking pages
on rbs.com

Governance at
a glance

Our business
performance

Outlook

Risk
overview

Climate related
disclosures

Key economic
indicators
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Inclusion & diversity
Building a more inclusive RBS is essential for
our customers and colleagues. We will only
achieve our ambition to be number one for
customer service, trust and advocacy if we
understand the needs of all of our people and
our customers.

Culture, engagement & wellbeing
A healthy culture and engagement are critical
drivers for overall performance and wellbeing,
underpinning the bank’s long-term success.

Skills, capabilities & reward
RBS faces competition for skilled people.
Recruiting, developing and retaining talent
remains a key priority.

Climate and sustainable finance
As the scientific evidence on climate change
becomes even clearer, RBS needs to further
embed climate risk in its existing risk
management framework and proactively
assist its customers and clients with the
transition to a low carbon economy.

Financial capability
Against a backdrop of increased focus on debt,
fraud and customers in vulnerable situations,
RBS has a key role to play in supporting
customers to use our various banking channels
and manage money well on a day to day basis,
through significant life events and during
periods of financial difficulty.

Social inequality & financial exclusion
Squeezed incomes, the “gig economy” and
rising cost of living means many UK consumers
find themselves in precarious financial
situations. Access to mainstream financial
services coupled with a lack of digital footprint
and skills remains a concern across a number
of stakeholders.

Housing
Housing is a major expense for most people
and in many parts of the UK there are
concerns about the affordability, standard and
availability of housing. RBS is a major mortgage
provider and also lends to the housing and
construction sectors.

Building a more sustainable bank
Our Stakeholders
Having an understanding of our impact across all stakeholders, and engaging them in ways
that allow their views to be heard, continues to help inform our strategy.
Topic Specialists

Media & Public Voices

Includes consumer groups, nongovernmental organisations, and
academics. They research, advocate
and campaign to influence change
on behalf of customers, communities
and the environment.

Includes journalists and social media
influencers. They bring issues affecting
customers, communities and the
environment to public attention through
multiple channels.

Customers

Investors
Includes UK Government
Investments, retail and institutional
investors. They are interested
in financial and non-financial
performance in the short, medium
and long term.

All individual and
business customers,
past, present
and future.

Policy Makers
Includes politicians, government and
regulators. They take issues through
consultations and into policy reform.
They make recommendations,
regulations and the law.

Bank Representatives
Below are four examples of
engagement that have informed the
bank’s strategic thinking in 2018:

Colleague Advisory Panel
Set up as a pro-active response
to changes in the UK Corporate
Governance Code, the panel is an
additional channel for colleagues to
engage directly with the Board.
Approximately twenty colleagues
from across the Group will meet
twice a year to discuss key issues.
“This is a great opportunity for the
Board to gather opinions on important
topics and for colleagues to share their
views on issues ranging from the bank’s
strategy to social purpose, wellbeing
and inclusion.”
Lena Wilson
Colleague Advisory Panel Chair

Includes colleagues, suppliers,
and partners. They are responsible
for product and service delivery
and are the face of our brands.

Climate and sustainable finance
Engaging with investors, regulators,
academics and campaigning NGOs was
key to advancing our climate strategy
in 2018. Their views fed into our policy
changes on mining, power and oil and
gas sectors.
“The strengthened energy financing
policies of RBS implement many of
ShareAction’s recommendations for
more robust management of climaterelated risks. They also make RBS the
bank with the strongest energy sector
policies out of the top five UK banks.”
ShareAction, May 2018.
Artificial Intelligence and Ethics
The Sustainable Banking Committee
and Technology Innovation Committee
hosted a joint engagement session
to debate ethical considerations
surrounding Artificial Intelligence.

A table of 2018 stakeholder
engagement issues and outcomes
can be found on the Sustainable
Banking pages at rbs.com
Customer sentiments and opinions were
captured by film and external experts
presented their views and gave insight.
“The strategy should be to collaborate,
map everything out on AI in a
systematic way – and engage.”
Tom Ilube
Technology Advisory Board Member
Customer Listening Event
Consumer advocacy group Which?
hosted a listening event with NatWest
customers. Our CEO and senior
management team heard views on
service, products and ways to bank.
"The evening was a another great
opportunity to engage directly with
our customers outside of our day to day
interaction. Listening to, and acting on
customer feedback is vital in our efforts
to improve customer service."
Ross McEwan
Chief Executive
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Our Colleagues
Engaging our colleagues is critical to
delivering on our strategy and ambition as a
bank. Being better for our colleagues means
we are better for our customers, and this
makes us a better bank.

Creating a Healthy Culture
Building a healthy culture is one of our
core priorities. We have clear cultural
goals to reinforce Our Values and set
ourselves cultural priorities each year,
regularly engaging our management.
We gather feedback from our
colleagues through our listening
strategy, and through metrics and key
performance indicators to assess our
progress and respond accordingly.
We do this along with feedback from
regulators and industry bodies.
Almost 60,000, 80%, of our colleagues
completed our most recent opinion
survey, the highest participation in
the last five years. The results were
the most positive we have seen since
we started measuring engagement in
2002 and showed we are changing the
culture of the bank for the better. Key
measures of engagement, leadership
and our culture have improved
significantly, and we are now above
the global financial services norm in all
of our comparable survey categories.
The results are encouraging, and
show that our hard work is paying off.
However, we recognise that we have
more to do to continue to nurture this
culture, and we encourage colleagues
to tell us what they think via the
bi-annual colleague survey and our
regular comments boards. When
colleagues wish to report concerns
relating to wrong doing or misconduct
one of the ways in which they can do
this is by raising their concerns via
Speak Up, our whistleblowing service.

Our opinion survey has shown the
highest ever score when asking
colleagues if they feel safe to speak up,
as well as understanding the process
of how they do that. In 2018, 480 cases
were raised compared to 290 in 2017.
Performance and Reward
Our approach to performance
management provides clarity for
our employees about how their
contribution links to our ambition
and all our employees have goals
set across a balanced scorecard of
measures. Further progress has been
made in making sure employees are
paid fairly for the work they do and are
supported by simple and transparent
pay structures. We simplified our Value
Account construct, making it easier
for our employees to understand the
value of their fixed pay and to bring
it more in line with industry best
practices. We are confident that we
pay our employees fairly. We keep
our HR policies and processes under
review to ensure we do so. In the UK,
our rates of pay continue to exceed
the Living Wage and we ensure
people performing the same roles
are paid fairly and consistently. More
information on our remuneration
policies can be found in the 2018
Directors Remuneration Report in the
2018 Annual Report and Account's.
Developing Skills and Capabilities
We have launched the NextGen talent
development programme for high
potential colleagues at managerial
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level, helping them become the
future leaders we need. The learning
opportunities available through the
programme align to the bank’s Critical
People Capabilities. There are five
people capabilities that we have
identified that will help build the right
knowledge, skills and behaviours
and help the bank to be successful
now and in the future. We have
developed a Capability Checker to
support our colleagues in identifying
the capabilities most relevant to their
current and future roles, aligning
learning to those capabilities.
Our Female Development Programmes
focus on supporting women to reach
their full potential and manage their
careers effectively. They support
our aspiration to be fully gender
balanced by 2030.
Sales Excellence is our complete
bank-wide sales programme.
It teaches the tools and techniques
that enable those in sales roles to
be the best at ethical, needs-based
selling. It covers both core and
advanced techniques that help to
uncover the full financial needs and
goals of customers and present
compelling options on the ways we
can help. Over 60% of the appropriate
colleagues have already completed
a Sales Knowledge Assessment level
1 and training for all front line sales
colleagues, sales specialists and sales
leaders is underway.

Health and Wellbeing

As a strong component of making
RBS a great place to work, wellbeing
initiatives have successfully delivered
against three pillars; Physical, Mental
and Social with the final fourth pillar,
Financial Wellbeing well established
and continuing to build momentum.
Our internal wellbeing index has
increased by 3% taking us 1% above

other high performing norm companies.
We continue to embrace the rapid
acceleration of digital wellbeing by
offering our colleagues online and
on-site wellbeing tools and resources.
This year we’ve seen over 20,000 onsite
health checks completed across a
number of our key hubs. We continue to
support the Time to Change pledge and
this year launched our new wellbeing

campaign Live Well, Being You. Our
month long wellbeing campaign in
May 2018 focused on each of our
four pillars with a specific focus on
Mental Health Awareness Week and
World Mental Health Day in October
2018. In 2018 we again supported
our colleagues through change and
have fully utilised the services of our
Employee Assistance Programme.

Inclusion
“ Becoming an inclusive bank is not an optional extra for us. We will only achieve
our ambition to be number one for customer service, trust and advocacy if we
understand the needs of all of our people and our customers. Quite simply, if
we’re a more inclusive place to work, great people will want to work here and
more customers will want to bank with us – so it’s a business imperative.”
Ross McEwan, CEO
We are proud to be building an inclusive
bank which is a great place for all
colleagues to work. Our inclusion
guidelines apply to all our colleagues
globally to make sure everyone feels
included and valued, regardless of their
background. As at 31 December 2018
our permanent headcount was 67,400.
49% were male and 51% female.
Our Inclusion plans apply globally and
are formed around 5 key priorities:
Gender Balanced:
• We continue to work towards our
target of having at least 30% senior
women in our top three leadership
layers in each of our businesses by
2020 (40% on aggregate) and to be
fully gender balanced across the
bank by 2030.
• As at the 31 December 2018 we have,
on aggregate, 37% women in our
top three leadership layers, and our
pipeline (c.4000 of our most senior
roles) has 45% women.
• The reported mean pay gap for the
bank in Great Britain is 36.6% (median
36.8%), and mean gender bonus gap
is 66.7% (median 44.0%).
• Our positive action approach is
helping us to improve the balance
of women in senior roles.
Disability Smart:
• We have plans in place for all segments
of our pan-bank disability plan. It
addresses areas for improvement
including branch access, accessible
services, improving colleague
adjustment processes and inserting
accessibility checks into our key
processes and practices.

• A key focus during 2018 was the
roll out of a Disability Career and
Personal Development Programme
for colleagues with disabilities which
specifically supports development
and career progression by addressing
common barriers colleagues with
disabilities can face.
Ethnically Diverse:
• We continue to focus on building
an ethnically diverse RBS. Our
plan focuses on positive action and
includes reciprocal mentoring,
targeted development workshops and
leadership programmes and ensuring
we have a Black, Asian and Minority
Ethnic (BAME) focus on recruitment,
talent identification and promotion.
• We introduced formal UK targets in
2017 to improve the representation of
non white/BAME colleagues in our top
four leadership layers to at least 14%
(in line with the working age UK BAME
population identified by the Office for
National Statistics) by 2025.
• As at the 31 December 2018 we have
on aggregate 8% non-white colleagues
in our top four leadership layers. We
employ 14% non-white/BAME staff
across the UK.
• Given our focus on becoming more
ethnically diverse and desire to be
transparent, we have used the same
methodology as gender pay gap
reporting to look at our ethnicity
pay gap.
• T he bank’s mean ethnicity pay
gap in Great Britain is 10.7% (median
15.8%). The figures also show a mean
ethnicity bonus gap of 24.7% (median
0.00%).
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LGBT Innovative:
• Our LGBT agenda continues to deliver
a better experience for our LGBT
colleagues and customers, reflected
within our policies and ways of
working, across our locations globally.
While reflecting local legislation and
jurisdictional requirements, these
are clear that LGBT colleagues and
customers are welcome at RBS
and will be supported.
• We attended 19 Prides globally in 2018,
including in India and Poland where
we want to show our support to our
LGBT colleagues and customers in
countries where LGBT inclusion is not
as progressed as in the UK.
Inclusive Culture:
• We continue to support our c.20,000strong colleague led networks.
• We have flexible working practices
in place across the organisation and
externally we are a Top Ten Employer
for Working Families.
• During 2018, we supplemented our
unconscious bias learning (c.80%
of colleagues trained) with wider
inclusion and diversity learning for
all our colleagues to create a solid
platform for behavioural and cultural
change.
• For more information on our Inclusion
work, including our positive action
approaches, refer to rbs.com and
the Sustainable Banking pages at
rbs.com.

2018 Gender profile (*)
Grade

#Women

#Men

%Women

CEO – 1

7

9

44

CEO – 2

37

72

34

CEO – 3

243

412

37

CEO – 4

1438

1760

45

Target
population

287

493

37

Gold Rated Disability
Standard Employer
Business Disability
Forum

Disability Confident
Leader
Disability Confident
Scheme

Stonewall Global
Diversity Champions
Stonewall

Platinum rated for our
Gender work
Business in the
community

Platinum rated for our
Ethnicity work
Business in the
community

The Times Top 50
Employer for Women
Business in the
community

Top 10 Employer for
Working Families
Working Families

Member of
Bloomberg Global
Gender Equality Index
Bloomberg Global
Gender Equality Index

Employer of the Year
2018 Women in Finance

Exemplary level employer
Carer Positive Scotland

(CEO – 3 and above)

Note: We report to reflect our organisational (CEO)
levels. This method more accurately describes our
gender balance at leadership/pipeline levels. As well
as being more reflective of our organisational structure,
this enables comparison to be made externally.

Executive Employees
Directors of Subsidiaries

Male

Female

76 (75%)

26 (25%)

220 (80%)

54 (20%)

There were 376 senior managers (in accordance
with the definition contained within the relevant
Companies Act legislation), which comprises our
executive population and individuals who are
directors of our subsidiaries.

Human rights and Modern
Slavery Act
At RBS we are committed to our
responsibilities to respect and uphold
human rights across our business
and sphere of influence. The Modern
Slavery Act 2015 (MSA) forms part
of our approach to human rights.
Our second statement is available on
our corporate website alongside our
Human Rights Position Statement. Our
approach covers our customers, our
people and our suppliers.

Our Customers
Our relationship with our customers
is governed by a wide range of
risk considerations, including our
Anti-Money Laundering (AML) and
Environmental, Social, and Ethical
(ESE) risk assessments on current
and new customers, to consider
whether any of their activities carry
human rights infringements.
Our People
All of our people are legally
recruited subject to local jurisdiction
and in the UK must meet 1998
Immigration Act requirements.

The bank also has policies and
processes such as ‘Our Code’, the ‘Yes
Check’ and ‘Speak Up’ and is an early
adopter of the Living Wage to support
the banks position on Modern Slavery.
Our Suppliers
In 2018 we updated and enhanced
our Sustainable Procurement Code,
now referred to as the Supplier Code
of Conduct (SCoC) (available on rbs
.com). The SCoC continues to be a
contractual requirement - we expect
our suppliers to uphold the same values
and commitments we have made on
social and environmental impacts.

Getting financially fit
Financial Health Checks are fast, free and can be the stepping
stone to a brighter financial future.
Branch colleague Hannah Findlay recently carried out a Financial Health Check with
a customer who wanted to increase her overdraft to cover a credit card payment.
The customer had four credit cards with different banks, and when she discovered
their combined balance was more than £18,500, she was shocked.
Hannah explained that, instead of extending her overdraft, she could consolidate the
debts and pay them off over five years – half the time of the credit card companies,
with roughly a sixth of the interest, and a saving of around £300 a month.

17

Managing currency payments
For businesses with customers all over the world,
managing payments in different countries can be costly
and complicated. That’s where FXmicropay – our
automated foreign exchange management service –
can help.
We’ve worked with a large car hire company to develop digital foreign exchange and
payments strategy. Now they can instantly price in more than 60 local currencies,
get real-time customised reporting of the foreign exchange transactions, and hedge
against currency fluctuations.
To improve FXmicropay’s accessibility to a broader range of customers we have
recently made the service available on SAP Commerce Cloud to support their
customers with multi-currency payments via their platform. This reduces the
technology integration of the service to a couple of hours, freeing up more time to
focus on making their business the best it can be.

Our Values
Doing the right thing
	
We do the right thing.
 e take risk seriously and manage it
W
prudently.
	
We prize fairness and diversity and
exercise judgement with thought
and integrity.

Thinking long term
	
We know we succeed only when
our customers and communities
succeed.
 e do business in an open, direct
W
and sustainable way.

A new mortgage without touching
a piece of paper
Moving house is seen as one of the most stressful
things you can do in life but our new paperless
mortgage process is helping to change that.
Whether customers are buying a new home, re-mortgaging or
switching from another provider, they can now get a mortgage
without having to post a single piece of paper.
The paperless process involves customers uploading documents
via a safe temporary portal and providing a digital signature.
Not only is it an average of 8 days quicker, it’s also saving customers
the hassle of printing documents, finding a stamp and popping to
the post box.
Now they can apply at a time and place to suit them, whether that’s
at home, on the move, or even waiting for the kids to finish their
swimming lesson.
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Balancing the books
After three decades spent growing profits for big businesses,
Girish Shah decided to put his skills and experience to work
for himself, launching My Controller Accountants in 2017.
“I looked at the statistics, and saw so many start-ups failing,” he explains. “The main
reason was poor cash flow. While they had good ideas, they didn’t know how to run
the business. My passion was to see the number of businesses that fail, reduce.”
For Girish, one of the benefits of banking with NatWest is the support we provide for
businesses like his, and those of his customers.
He regularly attends bank events which allow business owners to network whilst
also learning how to grow and manage their business. And he’s a big advocate
of FreeAgent – accountancy software that’s available for free for our business
customers.
It’s just one way we’re making financial management as simple as possible – so our
customers can get on with the important business of growing their business.

Working together
	
We care for each other and work
best as one team.
We bring the best of ourselves to
work and support one another to
realise our potential.

Serving customers
	
We exist to serve customers.
	
We earn their trust by
focusing on their needs and
delivering excellent service.

Cutting the queue
No-one likes waiting – especially now we can do so much with
just a click or a swipe. That’s why our partnership with Qudini
is proving so successful.
When customers arrive in a branch, we explore what they’re hoping to do, and
whether it’s something they can or want to do online, on the spot or at home.
If not, their details are added to Qudini and they’re immediately given an indication
of waiting time – something customers tell us they appreciate.
Qudini means less waiting time and no standing in line. Because customers receive
notifications as they move up the queue, they can even pop into a shop without
missing their turn.
And the data we’re gathering helps us understand customer behaviour so we can
make long-term improvements too. Cutting queues is just the start.
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Our Customers
Our ambition is to build the best bank for
customers and reach No. 1 for customer
service, trust and advocacy.

Measuring
Customer Advocacy

Our
Performance

Latest
Scores

We track customer advocacy for our
key brands using the net-promoter
score (NPS), a commonly used metric
in banking and other industries across
the world. This is measured through
independent customer surveys in which
customers are asked how likely they
would be to recommend their bank to a
friend or colleague, on a scale of 0-10,
with a score of 10 being ‘extremely likely’
and 0 being ‘extremely unlikely’.

We are aware that there is a significant
gap to achieving our ambition to be
No. 1 for customer service, trust and
advocacy. Colleagues across the bank
are fully focused on delivering a more
consistent service which is right first
time. In addition, our digital innovations
continue to attract strong customer
advocacy, proof that when we get the
product and service proposition right,
our NPS improves.

Our brands are our main connection
with customers. Each takes a clear and
differentiated position with the aim of
helping us strengthen our relationship
with them. For this reason we measure
customer advocacy by brand.

Personal Banking
Improvements in customer service have been offset by branch closures which have reduced customer advocacy.
This has been most keenly felt for the Royal Bank of Scotland whose reputation continues to be impacted by legacy issues.

Northern Ireland

Republic of Ireland

Q4’17

Q1’18

Q2’18

Q3’18

Q4’18

12

12

13

12

11

-6

-14

-21

-22

-17

-5

-6

-11

-9

-10

-7

-5

-7

-6

-6

NatWest and Royal Bank of Scotland data sourced from Ipsos MORI FRS using 6 month rolling data. Latest base sizes: 3,111 for NatWest (England & Wales); 421 for
Royal Bank of Scotland (Scotland). Based on the question: "How likely is it that you would recommend (brand) to a relative, friend or colleague in the next 12 months
for current account banking?“ Base: Claimed main banked current account customers. Ulster Bank data sourced from Coyne Research using 12 month rolling data.
Question: “Please indicate to what extent you would be likely to recommend (brand) to your friends or family using a scale of 0 to 10 where 0 is not at all likely and 10 is
extremely likely”. Latest base sizes: 274 Northern Ireland; 297 Republic of Ireland.
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Business Banking
Business Banking continues to be affected by operating model charges. Our Business Banking customers have also been heavily
impacted by branch closures.
Q4’17

Q1’18

Q2’18

Q3’18

Q4’18

-7

-10

-6

-5

-9

-15

-22

-23

-29

-36

Source: Charterhouse Research Business Banking Survey, YE Q4 2018. Based on interviews with businesses with an annual turnover up to £2 million. Latest base sizes:
1134 for NatWest (England & Wales), 455 for Royal Bank of Scotland (Scotland). Question: “How likely would you be to recommend (bank)”. Base: Claimed main bank.
Data weighted by region and turnover to be representative of businesses in Great Britain.

Commercial Banking
Our Commercial Banking NPS has fallen recently, however it remains ahead of the rest of the market. Our NatWest and Royal
Bank of Scotland brands are ahead of the rest of their respective markets.
Q4’17

Q1’18

Q2’18

Q3’18

25

23

22

21

21

10

17

21

Q4’18
21

20

Source: Charterhouse Research Business Banking Survey, YE Q4 2018. Based on interviews with businesses with an annual turnover over £2 million. Latest base sizes:
558 for NatWest (England & Wales), 103 for Royal Bank of Scotland (Scotland). Question: “How likely would you be to recommend (bank)”. Base: Claimed main bank.
Data weighted by region and turnover to be representative of businesses in Great Britain.

Trust
We measure Trust by asking customers “how much do you trust the bank to do the right thing?” Scores for NatWest have
fluctuated during 2018 and, over the last five years, have improved in line with the market. Trust in the Royal Bank of Scotland
has also improved over the last five years, but legacy issues are still in customers’ memories and it remains the least trusted
bank in the sector.
Q4’17

Q1’18

Q2’18

Q3’18

Q4’18

57

59

58

64

56

27

15

27

25

27

Source: Populus. Latest quarter’s data. Measured as a net % of those that trust RBS/NatWest to do the right thing, less those that do not. Latest base sizes: 891 for
NatWest (England & Wales), 215 for Royal Bank of Scotland (Scotland).
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How we create value
Our long term success is dependent on serving our customers well and generating value for
society through our products, services and facilities.

1. Our key resources

Financial
We make use of shareholder
capital and other forms of
ﬁnancial capital, including £360.9
billion in customer deposits.

2. Our business activities
Our customers
We provide financial services to personal, commercial, large
corporate and institutional customers.
We believe in treating customers fairly, offering flexibility
in how customers choose to bank with us and providing
extra help to vulnerable customers and those in financial
difficulty. This means keeping their funds safe and secure,
improving financial capability and supporting enterprise.

Natural
We make use of energy and
resources such as paper and
water to conduct our business
activities. We have committed
to RE100 and pledged 100%
renewable electricity in our
global operations by 2025.

Our business model
We earn income from interest gained on loans to our
personal, business and commercial customers, as
well as fees from customer transactions and
other services.
We pay interest to customers and investors who
have placed deposits with us and bought our debt
securities. We also pay customer benefits, through
loyalty products like our Reward Account.

Infrastructure
We rely on online and mobile
banking, our high street and
Post Office branches, mobile
vans, telephony, webchat and
self service options like ATMs and
cash deposit machines. In support
of these channels during 2018 our
technology systems have been
available 99.96% of the time.

The attributable profit generated is either reinvested to improve products and services for
our customers or returned to shareholders.

Our products and services
We provide a comprehensive range of banking
products and related financial services to personal,
business and commercial customers. We serve our
customers 24/7 through the Royal Bank of Scotland,
NatWest and Ulster Bank networks of branches,
dedicated business relationship managers, mobile
banking, digital banking, contact centres, intermediary
channels and ATMs.

Human and Relationships
We rely on an engaged, healthy
and inclusive workforce to
deliver our strategy to 19 million
customers in the UK and
Republic of Ireland.

We are helping people to build and grow businesses
through innovative enterprise programmes and financing.
We support commercial customers and large finance
projects and also offer financing, risk management and
trading solutions through our NatWest Markets business.
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3. How we create value for our customers and society
Protecting
our customers

Building
financial
capability

Jobs and
the economy

Supporting
enterprise

Improving
digital
capability

Transition to
a low carbon
economy

	Prevented 598,174 cases of attempted fraud amounting
to £251.7 million in the UK(*).
	Trained over 150,000 colleagues and customers as part of
Friends Against Scams’ commitment to provide training to
one million people across the UK by end 2020.

	Over one million Financial Health Checks with our personal,
private and business customers(*).
	MoneySense has been running for over 24 years, during which
it has helped over 6.5 million young people learn about money.

 ne of the largest UK employers with a workforce of
O
67,400. We recruited 231 graduates and 285 apprentices.
 ayment of £1.36 billion in tax to the UK Government,
P
which supports central government and local authority lending(1)
	£30.0 billion gross lending to SMEs and mid-corporates
in Commercial Banking.
	More than 390 jobs created by businesses participating in NatWest’s
Entrepreneur Accelerator programme since April 2018(*).
	
Our Skills & Opportunities Fund distributed £1.35 million (from a
total of £2.5 million) to support people to start or develop a business
now or in the future.
72% of our active personal current account customers used
either mobile or online channels(*).
	We have a TechXpert in every branch empowering customers
to take advantage of digital and mobile banking.
 arget of £10.0 billion of funding to sustainable energy projects
T
between 2018 and 2020.
	We enhanced our energy lending policies to reduce fossil
fuel exposures.
Our employees volunteered 100,368 hours.

Keeping money safe
and accessible for
our customers

Empowering
customers to make
better financial
decisions and
achieve their goals

A responsible
business supporting
employment across
the UK and Ireland

Helping people
develop, build and
grow businesses

Offering customers
more choice and
ways to bank

Addressing the risks
and opportunities
climate change
presents to us and
our customers
Our colleagues
make a difference
supporting
charities and local
communities

Community
and charitable
giving

	
We supported the Indonesia Tsunami DEC Appeal,
raising over £120,000.

An inclusive
culture

	Progress continued on our inclusion agenda to value diversity
in all its forms to be gender balanced, ethnically diverse, disability
smart and LGBT innovative.

Building a great place
to work that reflects
the society we are
proud to serve

Housing

45,043 first time buyer mortgage customers(*).
	We supported the UK Government’s Help to Buy schemes,
helping 7,700 customers on a Help to Buy mortgage scheme,
totalling £1.4 billion.

We are helping
customers to get
onto the property
ladder

	
Good causes received £4.4 million through colleague generosity.

We welcome the growing prominence of the Sustainable
Development Goals (SDGs). It has helped us to understand our own
contribution against the framework and global goals. In 2018, we
completed an assessment of our business activities against the
SDGs and we are engaging with a range of stakeholders to help us
further align our strategy to the SDGs in 2019.
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Note:
(1) Comprises £348 million
corporate tax, £583 million
irrecoverable VAT, £180
million bank levies and
£250 million employer
payroll taxes.

Our Business Performance
UK Personal & Business Banking
UK Personal & Business Banking provides a comprehensive range of banking
products and related financial services to the personal, private and small business
segments in the UK. Offering 24/7 banking facilities, customers are served through
the NatWest and Royal Bank of Scotland network and distribution channels.

Ulster Bank RoI
Ulster Bank RoI provides a comprehensive range of financial services through
Personal and Commercial Banking divisions. Personal Banking provides loan and
deposit products through a network of branches and direct channels, including the
internet, mobile and telephony. Commercial Banking provides services to business
and corporate customers, including small and medium enterprises.

Commercial Banking
Commercial Banking offers comprehensive banking and financing solutions to
commercial and corporate customers in the UK. This includes financing business
assets and invoices, as well as providing specialist finance and transaction services,
through a dedicated network of relationship managers. We continue to digitise the
customer experience, through our growing digital channels and propositions.

Private Banking
Private Banking serves UK connected high net worth individuals and their business
interests. We continue to focus on delivering the best client experience through a
pro-active engagement model which supports clients across both sides of their
balance sheet. Our client-centric strategy is focused on improving returns by
deepening client relationships and improving our digital banking capabilities to
make it easier for clients to deal with us.

RBS International
RBS International serves retail, commercial, corporate and financial institution
customers in Jersey, Guernsey, Isle of Man and Gibraltar and financial institution
customers in Luxembourg and London, supported by our market leading brands
such as NatWest International and Coutts Crown Dependency. Across our personal
banking propositions we continue to maintain our position as market leader in the
Isle of Man and top three market positions in Guernsey and Jersey.

NatWest Markets
In NatWest Markets we help global financial institutions and corporates manage
their financial risks and achieve their short and long-term financial goals while
navigating changing markets and regulation. We do this by providing global
market access, financing, risk management and trading solutions.
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UK Personal & Business Banking

We are focused on serving customers
brilliantly. This means treating
customers fairly, offering them
flexibility in how they choose to bank
with us and offering extra help to
vulnerable customers and those
in financial difficulty. It also means
keeping their funds safe and secure,
improving financial capability,
and supporting them in the moments
that matter.
Despite a highly uncertain economic
outlook, and a continued low interest
rate environment, we delivered an
operating profit of £2,458 million in
2018 as we delivered an operating
expense reduction of £347 million in
2018, or 9% compared with 2017.
Gross new mortgage lending in 2018
was £30.4 billion, giving a market share
of 11.3% and supporting stock share
of around 10%. In achieving this, the
business has maintained a prudent
approach to risk and pricing, in a
very competitive market.

We were the first bank to launch a
paperless mortgage process with
customers continuing to embrace
the simplicity and ease of our market
leading innovation. Approximately
half of all mortgage applications in Q4
2018 were paperless. As a proactive
bank we are using automation and
technology to simplify and streamline
our key customer journeys. We are also
continuing to invest in roles such as
Community Banker and TechXperts
to help customers get the most from
our award-winning digital services
including our mobile banking app which
now has 6.4 million regular users and
was awarded ‘Best Banking App’ at
the British Banking Awards in 2018.

We have over 850 branches, which
is the second largest branch network
across the UK. 99.7% of the UK
population live within 15 minutes
of a branch, a mobile-van stop or a
Post Office location and our fleet of
41 mobile vans serve more than 600
communities each week. We are also
proud to have the most professional
workforce of any bank in the UK, with
over 13,000 colleagues achieving their
Professional Banker Certificate.

The ‘Help for what matters’ initiative
and ‘First Five’ mortgage campaign
continued to support lending growth in
2018. New mortgage lending increased
by 13% to €1.13 billion, compared to
2017, supported by a positive uptake on
the market leading two, four and seven
year fixed rate products.

are choosing to bank with us through
digital channels. We introduced a
faster, more convenient and secure
digital application experience for
customers applying for current
accounts and personal loans and made
further enhancements to the mobile
app during the year. Mobile payments
and transfers increased 36% on prior
year, reflecting the continued customer
migration from physical to digital
channels.

Ulster Bank RoI

We are focused on our strategic
ambition to become the number one
bank in the Republic of Ireland for
customer service, trust and advocacy.
We have continued to deliver on
growth in new lending, building lasting
relationships with customers and on
digital and technological innovation
that creates benefits for customers
and operational efficiency.
Operating profit was €15 million
compared with a loss of €151 million
in 2017. Total income of €689 million
remained stable with the prior year
and operating expenses decreased
by €115 million, or 14.9%. Net loans
reduced by €1.0 billion principally
reflecting the successful sale of a
portfolio of non-performing loans
of €0.6 billion which contributed to a
reduction in the non-performing loan
ratio from 16.7% in 2017 to 11.3% in 2018.

We have continued to strengthen our
digital proposition in 2018 through
enhancements to digital and mobile
customer offerings. 69% of our active
personal current account customers
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Commercial Banking

In our position as the largest UK
commercial bank(1), with professional
relationship management at our core
and a strong regional network, we
provide deep sector and business
insight to help UK businesses and
the UK economy succeed. This
commitment and support has
generated market-leading customer
advocacy. In 2018, within total utilised
lending of around £90 billion, we either
made or renewed commitments for
around £30 billion of term lending
facilities, of which £18 billion utilised
as at 31 December 2018, to our mainly
UK-based customers. Additionally
at Q3 2018, we provided a further
£2 billion of growth funding to help
British businesses prepare for the
Brexit transition, bringing the total
commitment to £3 billion.

Operating profit(2) was £1,358 million
compared with £944 million in 2017.
Total income(2) was £3,374 million
(2017 – £3,238million) and operating
expenses(2) decreased by £132 million,
or 6.6%, reflecting continued operating
model simplification and efficiencies.
In the year, we made £10.5 billion
RWA reductions through active capital
management activity, leading also
to lower impairment loss rates.
Customer banking preferences
continue to evolve and we are working
hard to anticipate and respond.
Approximately 85% of customers now
interact with us digitally and we have
developed solutions they value. We
successfully launched our Bankline
Mobile in the Apple app store, while
our lending journey now enables
customers to apply digitally for loans of
up to £750,000 through a self-service
application process.

This is the largest value offered
by a UK commercial bank, giving
customers rapid, digital access to
funding decisions, with around 50% of
loan applications given a decision in
principle in under 24 hours.
Notes:
(1) Market share includes personal bank accounts
used as business accounts; includes NatWest, RBS &
W&G; Source Charterhouse Business Banking Survey,
Q4 2018. Commercial £2m+ in GB. Sample size 3,075;
sample size excluding don’t knows: NatWest (598);
Royal Bank of Scotland (271). Question: “How likely
would you be to recommend (bank)”. Base: Claimed
main bank. Data weighted by region and turnover to
be representative of businesses in Great Britain.
(2) Comparisons with prior periods are impacted by
transfers in preparation for ring-fencing. The net
impact of these transfers on 2017 operating profit
would have been to reduce income by £246 million,
operating expenses by £10 million and impairments
by £72 million. The variances in the commentary
have been adjusted for the impact of these transfers.

Private Banking

Through the Coutts and Adam &
Company brands, our business
provides private banking and wealth
management services to UK connected
high net worth clients with domestic
and international needs. Coutts is
recognised as one of the leading
private banks, wealth and investment
managers in the UK with a 325 year
history. A strategy of providing a
personal approach to private banking
and wealth management, combined
with outstanding brand recognition,
drove strong customer volumes in 2018.
Operating profit was £303 million
compared with £152 million in 2017.
Total income(1) was £775 million (2017 –
£702 million) and operating expenses(1)
decreased by £66 million, or 12.1%, as
we continued to focus on front-to-back
simplification and the digitalisation
of key processes. Net lending growth
was £0.9 billion, or 6.7%, compared
with 2017. Assets under management
have decreased by £1.0 billion, or 4.8%,
reflecting negative market movements
partially offset by new business inflows
of £0.6 billion.

We continue to shift from a physical
to a digital client offering as we
deliver more innovative solutions.
Approximately 60% of clients bank
with us digitally, and 94% of clients
positively rate our Coutts24 telephony
service. We also recently launched
Coutts Connect, a social platform
which allows clients to network and
build working relationships between
one another.
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We gained further external recognition
for our investment management
performance having won two Gold
awards at the Portfolio Advisor Wealth
Manager (PAM) awards in 2018.
Note:
(1) Comparisons with prior periods are impacted
by the transfers in preparation for ring-fencing.
The net impact of the transfers on 2017 would have
been to increase income by £24 million and increase
operating expenses by £15 million. The net impact on
the 2017 balance sheet would have been to reduce net
loans to customers by £0.1 billion and assets under
management by £0.7 billion. The variances in the
commentary have been adjusted for the impact
of these transfers.

RBS International

We are one of the largest banks
operating in the Channel Islands,
Isle of Man and Gibraltar and in 2017
established new wholesale branches
in Luxembourg and London. In line
with the wider Group we are focused
on serving customers well and
becoming a bank that is simpler
and easier to deal with.
During 2018, we repositioned our
balance sheet so that excess funds
were no longer up streamed to
RBS. Instead some funds have been
deployed into funding customer assets
in our new London branch which
looks after long-standing alternative
investment fund customers who
could not remain inside the UK ringfence. We have also established a
liquidity portfolio across central and
correspondent banks and sovereign
bond holdings.

These changes preserve value for the
banking group, provide continuity for
our customers and support compliance
with incoming Basel III Liquidity
Coverage Ratio rules.

71% of wholesale customer payments
are now processed using our newly
introduced international banking
platform, making the payments
process simpler for customers.

Operating profit was £336 million
compared with £304 million in 2017.
Total income(1) was £594 million (2017
– £540 million), the increase largely
driven by deposit margin benefits.
Operating expenses (1) increased by
£27 million, or 11.6%, primarily due to
£39 million higher back-office costs
associated with becoming a non ringfenced bank. Net loans to customers
were £13.2 billion and gross new
mortgage lending in 2018 was £0.3
billion compared with £0.5 billion in
2017.

We transformed our retail branches in
each of our jurisdictions to include self
service automation terminals giving
customers more options in how they
bank with us and in 2018 we helped our
customers buy over 1000 new homes.

Our mobile app has been further
developed to include new functionality,
allowing customers to manage their
finances more effectively and we have
23% more users compared with 2017
with NPS at +59.

2018 was a very successful year for
community investment activities
across all of our jurisdictions due
to the commitment and generosity
of our colleagues who supported
our Do Good Feel Good Campaign.
Note:
(1) Comparisons with prior periods are impacted by
the transfers in relation to ring-fencing. The net impact
of the transfers on 2017 would have increased income
by £151 million and increase operating expenses by
£14 million. The net impact on the 2017 balance sheet
would have been to increase net loans to customers
by £4.5 billion. The variances in the commentary have
been adjusted for the impact of these transfers.

NatWest Markets

We continue to put customers at the
centre of the way we do business and
have focused on the core products and
markets where we have a strong track
record, longstanding relationships and
market leading positions.
An operating loss of £70 million
compared with a loss of £977 million in
2017. Total income(1) increased by £288
million, or 25.0%, primarily reflecting
lower disposal losses in the legacy
business and a £165 million indemnity
insurance recovery, partially offset
by lower income in the core business.
The reduction in the core business was
driven by challenging fixed income,
currencies and commodities (FICC)
market conditions in Q4 2018, together
with turbulence in European bond
markets earlier in the year.
Operating expenses decreased by
£595 million, or 27.1%. This reflects
reductions in other expenses(1) across
both the core and legacy businesses,
down £313 million to £1,213 million,
lower strategic costs, down £198 million

to £238 million, and reduced litigation
and conduct costs, down £84 million to
£153 million.
NatWest Markets is increasingly using
technology to enhance the way it
provides innovative financial solutions
to its customers and partners. For
example, FXmicropay makes it simpler
for businesses operating globally to
accept payments in multiple currencies,
reducing costs and increasing revenues
for our customers. Our success in
harnessing technology has been
recognised with the award for Best in
Service Globally among Corporates
for Algorithmic trading in the 2018
Euromoney FX Survey.
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Awards and rankings
•	Sterling Bond House of the Year 2018
(Source:International Financing
Review (IFR))
•	#1 for Overall Service Quality for UK
Corporate (Source: 2017 Greenwich
Associates FX Survey)
•	Tied #1 for Rates* Service Quality
– UK FIs (* Government Bonds and
Interest Rate Derivative Investors)
(Source: Greenwich Associates,
European Fixed Income 2018 – Rates).
Note:
(1) Comparisons with 2017 are impacted by the
transfer of business activities in preparation for
ring-fencing. The net impact of the transfers would
have been to increase total income by £104 million
in 2017 and reduce operating expenses by £2 million
in 2017. The commentary has been adjusted for the
impact of these transfers.

Our investment case and outlook
The bank we are becoming
We aim to be high tech and high touch, which means lower cost, high quality digital
services with human expertise available when required. This will be underpinned
by a clear commitment to our customers, shareholders and other stakeholders.

	
A leading UK retail and
commercial bank with strong
non-ring-fenced banks in
NatWest Markets and RBS
International

	
Track record of cost and
risk reduction

	
Strong brands and
market positions

	
Resilient balance sheet:
c.14% CET1 Ratio

	
Improving returns and
capital generation:
12%+ RoTE

	
Growing in attractive
chosen markets

2

Balanced,
stable and
improving
income
generation

1

3

Resilient Balance
Sheet with
improving efficiency
c.14%CET1 Ratio

Customer
led, digital
enabled
model

Improving
productivity
Sub 50% C:I Ratio

Sustainable
returns above
cost of capital
12%+ RoTE
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4

Significant capital
return potential to
shareholders

Outlook

(1)

RBS, like all companies, continues
to deal with a range of significant
risks and uncertainties in the external
economic, political and regulatory
environment. Our central economic
forecast, which supports our corporate
plan, is in line with consensus as at
the end of December 2018 and shows
average UK GDP growth of around
1.0-2.0% from 2019 to 2023 and
continued low interest rates. Given
the current uncertainties we will
continue to actively monitor and
react to market conditions.
2019 Outlook
As part of our continued cost savings
plans, we expect to incur aggregate
strategic costs of around £2.5 billion
across 2018 and 2019, with £1.0 billion
of this having been incurred during
2018. We plan to reduce operating
expenses, excluding strategic costs
and conduct and litigation costs, by
£300 million in 2019 compared with
2018, excluding one-off items.
2018 saw a continuation of the period
of benign economic conditions with low
defaults and strong cash recoveries.
However, the potential impact on the
real economy of ongoing political
uncertainties and geopolitical tensions
could affect our credit loss outcome.
As a result, impairments are expected
to increase in 2019 but remain below
our through-the-cycle loss rate
assumption of 30-40 basis points.
The threat from single name and
sector driven events remains.
We expect to end 2019 with risk
weighted assets (RWAs) of around
£185 – 190 billion as the RWAs
associated with Alawwal Bank are
expected to reduce by around £5
billion, subject to regulatory approvals
relating to the merger and our
shareholding.
RBS Group (RBSG) capital and funding
plans focus on issuing £3-5 billion of
MREL-compliant instruments and
around £1 billion of Tier 2 instruments.
We do not plan to issue AT1 in 2019.
As in prior years, we will continue
to target other funding sources to

diversify our funding structure,
including senior secured issuance
of £2-3 billion from NatWest Bank.
NatWest Markets Plc, as a standalone
bank, plans to issue £3-5 billion of term
senior unsecured instruments.
Medium term outlook
While we remain comfortable with
our 2020 target of a return on tangible
equity of more than 12%, we recognise
our 2020 target of a cost:income
ratio of less than 50% is increasingly
challenging for the business to achieve
with the risk being to the downside.
This reflects the ongoing economic and
political uncertainty and the additional
ongoing costs associated with ringfencing and Brexit.
Our previous guidance on RWAs
beyond 2020 was an estimated 10%
increase in 2021 relating to Basel
3 amendments, in addition to RWA
inflation as a result of IFRS 16, which
requires lease obligations to be
brought on balance sheet, of £1.3
billion in 2019 and Bank of England
mortgage floors of £10.5 billion in 2020.
We now expect the overall impact of
Basel 3 amendments to be in the range
of 5-10% and phased across 2021 to
2023, with the details still subject to
significant regulatory uncertainty.
RBS Group capital distributions
We propose a 3.5 pence final ordinary
dividend and a 7.5 pence special
dividend for the 2018 financial year,
while maintaining a CET1 ratio of
16.2% as at 31 December 2018.
Pro-forma for the introduction of
IFRS16 - Leases, the CET1 ratio was
16.0%, with the c.20 basis points
reduction reflecting a £1.3 billion
increase in RWAs and £0.3 billion
charge against reserves.
We expect to maintain ordinary
dividends of around 40% of attributable
profit. We have updated our medium
term guidance of CET1 to be
approximately 14% at the end of 2021.
We have shareholder and regulatory
approval to carry out directed
buybacks of the UK government stake
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in RBS, but recognise that any exercise
of this authority would be dependant
upon HMT’s intentions and is limited to
4.99% of issued share capital in any 12
month period. As a reminder, we have
also committed to make further pre tax
contributions to the pension scheme
of up to £1.5 billion in aggregate
from 1 January 2020 linked to future
distributions to RBS shareholders.
NatWest Markets (NWM)
The NWM franchise includes NWM
Plc and NWM N.V., both of which are
currently direct subsidiaries of RBSG.
RBS has previously announced its
intention for NWM N.V. to become
a subsidiary of NWM Plc following
the completion of the sale of the
consortium holding in Alawwal. As
such, NWM Plc’s financial reporting
does not currently include NWM N.V.
NWM Plc is regulated and discloses
capital ratios and RWAs on a
standalone bank basis and is targeting
by 2020 a CET1 ratio of circa 15%,
MREL ratio of at least 30% and a
leverage ratio of at least 4%.
We plan to transfer our Western Europe
corporate business into NWM N.V.
from the ring-fenced bank, in addition
to the NWM business that is expected
to be part of a FSMA Part VII Transfer
Scheme from NWM Plc to NWM N.V.,
subject to court approval and as
announced on 6 December 2018. NWM
Plc legal entity RWAs are expected to
be around £35 billion, NWM N.V. RWAs
are expected to be around £8 billion
with the consolidated NWM franchise
position, excluding RWAs related to
intercompany positions, expected
to be around £39 billion by 2020.

Note:
(1) The targets, expectations and trends discussed
in this section represent RBSG and NWM’s
management’s current expectations and are
subject to change, including as a result of the
factors described in the “Risk Factors” section
on pages 253 to 263 of the RBSG 2018 Annual Report
and Accounts and pages 125 to 134 of the NWM 2018
Annual Report and Accounts. These statements
constitute forward-looking statements; refer to
Forward-looking statements in this document.

Risk overview
Prudent risk management is central to the successful delivery of the RBS strategy.
RBS operates an integrated
framework that facilitates
effective risk management.
The framework – which is centred
around the embedding of a strong risk
culture – ensures that the tools are
in place to identify and manage both
internal and external threats, including
top and emerging risks. Risk appetite,
which defines the level and types of
risk RBS is willing to accept, is set in
line with overall strategy and approved
by the RBS Group board.
An emphasis on prudent risk
management has a key role in
positioning RBS to prepare for, and
respond to, developments in the wider
competitive, economic and regulatory
environment.
All RBS employees share ownership
of the way risk is managed.
Progress in 2018
RBS continued to reduce risk and
strengthen both the balance sheet
and the capital position in 2018. While
continuing progress against the
Group’s strategic objectives, there
was also a significant focus on a
number of key themes. These included
wider economic uncertainty relating
to the UK’s exit from the European
Union, the accelerating evolution
of the technological landscape and
regulatory change.
The final settlement with the US
Department of Justice (DoJ) in
relation to the RBS Group’s issuance
and underwriting of US Residential
Mortgage-Backed Securities (RMBS)
during the period 2005 to 2007
brought to an end a major legacy
issue, leading to further improvement
of the risk profile.
In October 2018, the Federal
Reserve Board terminated a Cease
& Desist Order originally imposed in
December 2013 in relation to historical
compliance with Office of Foreign
Assets Control (OFAC) economic
sanctions regulations.
The termination recognised RBS’s
multi-year programme to establish a

robust, sustainable OFAC Sanctions
compliance framework. In March
2018, the Federal Reserve Board also
terminated a Cease & Desist Order
originally imposed in July 2011 in
relation to RBS’s US operations.
A memorandum of understanding
with the Trustees of the Group Pension
Fund, to align the scheme with the
UK’s ring-fencing rules – and the £2
billion contribution made in October
2018 – significantly reduced the
Group’s exposure to pension risk.
The contribution to the scheme –
which could be followed by up to
a further £1.5 billion of dividendlinked contributions – facilitated a
reduction in the risk profile of the fund,
principally the sale of approximately
£6 billion of quoted equity exposure
and the purchase of further interest
rate and inflation hedging.
RBS continued to make progress
towards its aim of making risk simply
part of the way colleagues work and
think. In 2018 the risk culture action
plan focused on building clarity,
developing capability and embedding
a standardised risk culture assessment
and reporting approach.
There was a continuing emphasis
on refining risk appetite during the
year. Significant work was done to
enhance the approach at both Group
and subsidiary levels in advance of
compliance with the UK’s ring-fencing
rules. Limits and triggers for material
risks were reviewed and refined as
part of the continuous improvement
of the risk appetite framework. Limits
and triggers were also set for material
subsidiaries.
From an operational risk
perspective, throughout 2018
there was a continued focus on the
control environment, ensuring that
RBS maintains a safe and secure
approach to doing business.
Oversight of the Group’s
transformation – to meet the evolving
needs of customers as well as to
address the changing economic,
regulatory and technology landscapes
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– was further enhanced in order to
effectively align with the innovation
agenda.
Continuity of service for customers
also remained a key area of focus.
A number of activities aimed at
minimising the impact of disruptive
events – such as system outages – on
overall service were undertaken.
These included preventative
measures, control improvements and
work to calibrate limits or triggers
for the most critical processes. RBS
continues to monitor and assess
a diverse array of threats – both
external and internal – as well as
developing, strengthening or adapting
existing control capability to protect
continuity of service.
Brexit
RBS maintained a consistent focus on
risks arising as a result of uncertainties
related to the UK’s planned exit from
the European Union. Oversight of
planning for regulatory and legislative
impacts – as well as economic impacts
– remained a critical part of forwardlooking risk management throughout
the year. This included stress testing
and scenario modelling as well as
capital planning. In view of continued
uncertainty, RBS is implementing
plans to ensure continuity of service
for its customers in the event of
an immediate loss of access to the
European Single Market. This includes
finalising a third-country licence for
the Frankfurt branch of its National
Westminster Bank subsidiary to
allow for continued clearing of eurodenominated payments.
While the longer-term effects on the
operating environment of the UK’s exit
are difficult to predict, consideration
has also been given to the potential
second and third order effects
on the Group and its customers,
including planning for the results of
periodic financial volatility and slower
economic growth.

Risk-weighted assets (RWAs)
RWAs reduced by £12.2 billion. This was driven by decreases across
credit and counterparty credit risk of £8.6 billion, market risk of £2.2
billion and a £1.4 billion decrease in operational risk as a result of the
annual recalculation in Q1 2018. The credit risk decrease was primarily
due to reduced asset size resulting from repayments, partially offset by
increases reflecting various loss given default (LGD) model changes.

Cyber Security
RBS has a multi-layered defence
approach to cyber security and
continues to invest in its defences
as the external threat evolves. In
2018, RBS continued to take part in
industry-wide initiatives to monitor
and anticipate developments, identify
vulnerabilities and share best practice.
Financial crime
The financial crime threat continues
to evolve in line with changes in
technology, the economy and wider
society. As risks relating to money
laundering, terrorist financing, tax
evasion, sanctions, bribery and
corruption develop, understanding
and responding to them appropriately
remains a key area of focus.
In 2018, RBS continued its journey of
improvement in relation to the policies,
processes and systems used to combat
financial crime. RBS also maintained an
emphasis on ensuring proportionate,
risk-focused customer due diligence
standards were in place, particularly
for higher-risk customer segments. In
addition, improvements to the financial
crime control environment remained
a key focus in accordance with the
evolving nature of the risk.
RBS is committed to ensuring it
acts responsibly and ethically, both
when pursuing its own business
opportunities and when awarding
business. Consequently it has
embedded appropriate policies,
mandatory procedures and controls
to ensure its employees, and any
other parties it does business with,
understand these obligations and
abide by them, whenever they act
for RBS. Anti-bribery and corruption
(ABC) training is mandatory for all
staff on an annual basis, with targeted
training appropriate for certain roles.
RBS considers ABC risk in its business
processes including, but not limited
to, corporate donations, charitable
sponsorships, political activities and
commercial sponsorships. Where
appropriate, there is a requirement
for ABC contract clauses in written
agreements.

Common Equity Tier 1 ratio
The CET1 ratio increased by 30 basis points to 16.2% as a result of lower
RWAs, £1,622 million attributable profit and the 30 basis point impact
at 1 January 2018 on the implementation of IFRS9 partially offset by the
impact of the pension contribution in Q2 2018. CET 1 capital reflects the
2p interim dividend, the final dividend of 3.5p and the foreseeable 7.5p
special dividend paid to ordinary shareholders.
Leverage ratios
Both the CRR end-point and UK leverage ratios increased to 5.4%
and 6.2% respectively as a result of reduced assets. The average
CRR leverage ratio and UK leverage ratios increased to 5.4% and
6.2% respectively.
Stress testing
In the Bank of England 2018 stress test, RBS met its CET1 capital
requirements under the hypothetical adverse scenario. The Group’s
CET1 ratio was 9.6% at its lowest point – well above the hurdle rate of
7.3%. The Tier 1 leverage ratio remained above the minimum requirement
throughout the test. In the European Banking Authority (EBA) 2018 stress
test, the low-point CET 1 ratio was 9.9% at 31 December 2019. The low
point leverage ratio was 4.8% at 31 December 2018.
Liquidity and funding
RBS maintained a robust liquidity and funding risk profile in 2018.
The liquidity portfolio increased £12 billion in 2018 to £198 billion and
the liquidity coverage ratio and stressed coverage ratio were 158%
and 154% at 31 December 2018, compared with 152% and 168% at
2017 respectively.
Litigation and conduct
Litigation and conduct costs of £1,282 million included a £1,207 million
provision in relation to various investigations and litigation matters,
including additional provisions in respect of PPI, the FCA's review of
RBS’s treatment of SMEs and settlement of the US Department of Justice
investigation into RBS’s issuance and underwriting of US Residential
Mortgage Backed Securities.

Climate risk
The impact of multiple risks relating
to climate change continues to be
assessed. This includes physical risks
– such as those resulting from extreme
weather events and a more unstable
climate – as well as economic and
regulatory risks.
In addition, RBS continues to focus on
risks arising as a result of government
undertakings to limit carbon emissions,
which will require adjustments in all
sectors of the economy. Though the
nature and timing of these transitional
risks remain uncertain, RBS classifies
climate risk as an emerging threat
and is integrating it into core risk
management.

RBS supports the recommendations
of the Financial Stability Board’s Task
Force on Climate-Related Financial
Disclosures and has established a
climate risk working group.
LIBOR transition
The UK regulators have reiterated the
intention to move from LIBOR to
alternative interest-rate benchmarks
by the end of 2021. A significant
number of transactions across the
industry reference LIBOR and, as a
result, the transition will be a major
undertaking. RBS is conducting risk
assessments of the likely impact
across each of its franchises and the
Risk function will continue to provide
oversight as the programme develops.

The factors discussed on page 32 and elsewhere in this report should not be regarded as a complete and comprehensive statement of all potential risks
and uncertainties facing RBS. Refer to the Risk Factors section.
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Top and Emerging Risks
RBS employs a continuous process for identifying and managing its top and emerging risks.
These are risks that could have a significant negative impact on RBS’s ability to operate
or meet its strategic objectives.
Operational and IT resilience

Risk

Mitigation

- RBS’s information technology systems are complex, making recovery from failure
challenging.
- RBS’s information technology systems are critical to the services it provides, with any
outages experienced in the banking sector widely publicised. Cyber attacks continue
to evolve in frequency, sophistication and severity. There is a risk that a cyber attack
damages RBS’s ability to do business and/or compromises data security.
- RBS faces increased operational risk as it makes changes to its structure and
operations to reduce its cost base.
- There is a risk that RBS lacks sufficient capability or capacity at a senior level to
deliver, or adapt to, change.
- Losses may arise from changes in the RBS business model due to ring-fencing or
such as the restructuring of NatWest Markets in light of ring fencing and Brexit.
- A breach in data privacy, either within RBS or in a third-party organisation, may
lead to negative impacts. There is a risk that RBS’s data strategy is not adequate for
the evolving landscape.
- There is a risk that the actions of a third-party supplier could negatively affect
RBS’s reputation or profitability.

- A major investment programme has improved
systems resilience. As RBS continues to simplify
and modernise infrastructure and applications,
system sustainability has improved.
- A major security programme has delivered
control enhancements to mitigate the risk of
cyber attack. RBS continues to invest in its
defences. RBS monitors people risk closely
and has plans in place to support retention of
key roles, with wider programmes supporting
engagement and training.
- RBS continues to implement change in line with its
project plans while assessing the implementation
risks and mitigating where possible.

Economic and political risk

Mitigation

Risk

- RBS remains vulnerable to changes and uncertainty in the economic, political and
legal environment. Scenarios that could have a potentially material negative effect
on RBS include the impact of the UK’s exit from the European Union; changes in UK
government and UK government policy; a second Scottish independence referendum;
a UK recession (including significant falls in house prices); global financial volatility, a
protracted period of low interest rates in the UK, vulnerabilities in emerging market
economies resulting in contagion in RBS’s core markets, a Eurozone crisis or major
geopolitical instability.
- Accelerating climate change may lead to faster-than-anticipated climate-related
impacts on RBS and the wider economy.

- RBS has implemented plans to prepare for an
immediate loss of access to the European Single
Market on 29 March 2019 (a “hard Brexit”).
- RBS uses a range of complementary approaches
to inform strategic planning and risk mitigation
relating to a range of economic and political risks.
These include robust risk assessment and dynamic
portfolio management in accordance with the risk
appetite framework, the setting of prudent lending
criteria and, for specific market risks, structural
hedging. Stress testing and scenario planning is
also used extensively.
- RBS is working to embed climate risk into its
risk framework, and adapting its operation and
business strategy to mitigate the risks of both
climate change and the transition to a low carbon
economy.

Financial resilience

Mitigation

Risk

- RBS’s target markets are highly competitive, which poses challenges in terms of
achieving some strategic objectives. Moreover, changes in technology, customer
behaviour and business models in these markets have accelerated.

Legal regulatory and conduct risk

Risk

- RBS continues to innovate – including the
development of a number of digital initiatives
designed to meet evolving customer needs – and
monitor the competitive environment as well as
associated regulatory, technological and strategic
developments in order to make adjustments as
appropriate.

Mitigation

- RBS expects government and regulatory intervention in the financial services industry
to remain high for the foreseeable future, and also subject to increasing regulation in
new areas such as financial risks relating to climate change and artificial intelligence.
- RBS has for a number of years been involved in conduct-related reviews and
redress projects, including a review of certain historical customer connections in
its former Global Restructuring Group (GRG). RBS is likely to remain engaged in the
management of GRG-related complaints until at least the end of 2020.
- Implementation of the Alternative Remedies Package (regarding the business
previously described as Williams & Glyn) brings a range of risks for RBS including
significant costs, loss of customers/deposits and associated execution risks.
- The impacts of past business conduct resulting in future litigation and conduct charges
could be substantial. RBS is involved in a number of investigations, including: ongoing
class action litigation, investigations into foreign exchange trading and rate-setting
activities, continuing LIBOR-related litigation and investigations, into the treatment
of small and medium-sized business customers in financial difficulty, anti-money
laundering, sanctions, mis-selling (including mis-selling of payment protection insurance
products). Settlements may result in additional financial penalties, non-monetary
penalties or other consequences, which may be material.
- The transition from LIBOR and other IBOR rates to alternative risk-free rates may lead
to heightened legal, business and conduct risks.
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- RBS considers and incorporates the implications
of proposed or potential regulatory activities in its
strategic and financial plans.
- RBS has dedicated resources in place to manage
claims and complaints relating to GRG.
- RBS has invested significant resources to meet
the terms of the Alternative Remedies Package and
manage the associated risks.
- Building a healthy culture is a core priority. RBS
continues to focus on creating a solid platform for
behavioural and cultural change.
- In addition, RBS continues to strengthen
its control environment and the journey of
improvement remains an ongoing area of focus.
- A programme to determine the scale and scope of
the impacts relating to the transition to alternative
risk-free rates is underway. Activity to manage
the transition will take place within RBS’s control
framework and in line with expected standards of
conduct.

Climate related financial disclosures
Climate change presents both risks and opportunities to our
business across our customers, operations and suppliers.
The Board has governance oversight
on climate via the Sustainable Banking
Committee. From 2019 this will be
shared with the Board Risk Committee.
A Climate Change Working Group
(CCWG) has been established with
the accountable executive being
the Chief Risk Officer. The CCWG is
responsible for addressing climaterelated regulation, risks, opportunities,
metrics and analysis. Membership
includes senior representatives
from Risk, Sustainable Banking,
Corporate Governance, Regulatory
Affairs and Legal. Frontline business
representatives will join in 2019. The
Sustainable Energy Forum (SEF) also
co-ordinates products and services that
help business and corporate customers
to transition to a low carbon economy.
As part of our developing strategy
to address climate change, we are
helping to accelerate the transition to
a low carbon economy by supporting
our customers and integrating climate
change into core business decision
making. To support this, RBS is currently
undertaking climate scenario analysis
across our main lending portfolio.
Two scenarios are being considered:
a ‘Business as Usual’ 3.7°C rise and a
‘Paris Agreement’ 2°C rise. The time
frames used for analysis are aligned to
RBS strategy: short 0-2 years, medium
3-5 years and long 6-30 years. Both
physical and transitional risks are
being incorporated. The results of the
analysis will inform future strategy and
focus areas for more in-depth climate
scenario analysis.
Climate risk management covers
both physical and transitional risks.
RBS employs a continuous process
for identifying and managing top and
emerging risks (refer to page 32),
including climate-related risks. The
nature and timing of the far-reaching
commercial, technological and
regulatory changes the low carbon
transition will bring are currently
uncertain, for our customers and
business. The impact of such changes
may be disruptive, especially if such
changes do not occur in an orderly
or timely manner or are ineffective in
reducing emissions sufficiently. Whilst
these risks are significant and growing,
they are not inconsistent with our

strategy to be a leading UK-focused
banking service provider to personal
and business customers. To help
manage climate related risks around
individual lending decisions, we use
sector-specific Environmental, Social
and Ethical risk policies (refer to rbs.
com). The Power Generation, Mining
and Metals, Oil & Gas and Forestry,
Fisheries and Agribusiness policies
were updated in 2018 in relation to
climate-related risks. To help us manage
operational risks, we joined RE100,
committing to purchase 100% global
renewable energy by 2020.
RBS uses a range of metrics and
targets to assess our climate-related
financial impacts, including operational
emissions figures, (refer to the table
below (*) and rbs.com), volumes of
sustainable energy sector financing, and
proportion of lending associated with
high carbon or high climate risk sectors.
Our greenhouse gas (GHG) emissions
are independently verified each year by
an external auditor. As at 31 December
2018, our exposure to the Power and
Oil & Gas sectors remains at 1.2% of our
total lending exposures. The PRA report
‘Transition in Thinking’ highlighted the
energy, transport, property (domestic

Greenhouse Gas (GHG) Emissions

At our AGM in May 2018 we
announced new energy lending
policies, meaning RBS will not provide
project-specific finance to:
• New coal fired power stations
• New thermal coal mines
• Oil sands projects
• Arctic oil projects
• Unsustainable vegetation or
peatland clearance projects
RBS will also not provide finance to:
• Mining companies generating
more than 40% of their revenues
from thermal coal – a reduction
from 65%.
• Power companies generating more
than 40% of their electricity from
coal – a reduction from 65%.

and non-domestic) and agriculture
sectors as having particular exposure
to climate risks and opportunities and
these equated to approximately 44% of
total RBS exposures in 2018(*). These
were calculated using Exposure at
Default (EAD).
We were recognised by InfraDeals as
the leading lender to the UK renewables
sector by number of transactions
over the past ten years (2008- 2018).
Between 2014 and 2018 we reduced our
operational greenhouse gas emissions
(Scopes 1, 2 and 3 – Business Travel)
by 49%, exceeding our Science Based
Target of 45% by 2020.

2014
(Baseline)

2017

2018

496,249

312,731

252,340

30,695

25,578

29,959

377,337

69,391

57,735

360,201

219,979

166,179

105,352

67,174

56,203

Location-based CO2e emissions per FTE
(Scope 1, 2 & business travel) (tonnes)

5.07

4.08

3.56

Total energy use (GWh)

862

693

619

Location-based CO2e emissions
(Scope 1, 2 & business travel) (tonnes)
Scope 1* CO2e emissions (tonnes)
Scope 2** Market-based*** CO2e emissions
(tonnes)
Scope 2 Location-based CO2e
emissions (tonnes)
Scope 3**** CO2e emissions from
business travel (tonnes)

We have reported on all emission sources required under the Companies Act 2006 (Strategic Report and Directors’
Reports) Regulations 2013. To our knowledge there are no material omissions. Independent limited assurance of
total reported emissions in tonnes of CO2e, (Scope 1*, 2** and 3*** location based emissions) has been provided
by Ernst & Young LLP. Our reporting year runs from October 2017 to September 2018. *Scope 1: Emissions from
fluorinated gas loss and fuel combustion in RBS premises/vehicles. **Scope 2: Emissions from electricity, district
heating and district cooling used in RBS premises. *** market-based emissions have been calculated using the GHG
Protocol guidelines. ****Scope 3: Emissions associated with business travel (air, rail and road) by RBS employees.
These emissions are calculated using The Greenhouse Gas Protocol Corporate Accounting and Reporting Standard
revised edition (2004). The emissions reporting boundary is defined as all entities and facilities either owned or
under operational control. Emissions factors used are from UK Government Emissions Conversion Factors for
Greenhouse Gas Company Reporting (BEIS,2018), CO2 Emissions from Fuel Combustion (IEA,2017) or from relevant
local authorities as required. For more information please see our website (https://www.rbs.com/rbs/sustainability/
responsible-business/).
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Governance at a glance
Our Board

Board of directors
Chairman

The Board has thirteen directors comprising the Chairman, two executive directors
and ten independent non-executive directors, one of whom is the Senior Independent
Director. Biographies for each director can be found on pages 47 and 48.
The Board is collectively responsible for the long-term success of RBS and delivery
of sustainable shareholder value. Its role is to provide leadership of RBS within a
framework of prudent and effective controls which enables risks to be assessed
and managed.
In 2018, the Board and committee evaluation process was conducted externally
by Independent Board Evaluation.

Howard Davies
Executive directors
Ross McEwan
Katie Murray
Non-executive directors
Frank Dangeard

Our Board commitees
In order to provide effective
oversight and leadership, the
Board has established a number of
Board committees with particular
responsibilities. The work of the
Board committees is discussed in
their individual reports. The terms of
reference for each of these committees
is available on rbs.com.
The full Governance report is on pages
47 to 88 of the 2018 Annual Report and
Accounts.
Group Audit Committee
Assists the Board in discharging its
responsibilities for monitoring the
quality of the financial statements of
RBS. It reviews the accounting policies,
financial reporting and regulatory
compliance practices of RBS and RBS’s
systems and standards of internal
controls, and monitors the work of
internal audit and external audit.
Group Board Risk Committee
Provides oversight and advice to the
Board on current and potential future
risk exposures of RBS and future risk
strategy. It reviews RBS’s compliance
with approved risk appetite and
oversees the operation of the RBS
Policy Framework and submissions
to regulators.
Group Sustainable Banking
Committee
Provides support to the Board in
overseeing actions being taken by
management to run a sustainable
long term business, with specific
focus on culture, people, customer,
brand and environmental social and
ethical issues.
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Group Performance and
Remuneration Committee
Responsible for approving
remuneration policy and reviewing the
effectiveness of its implementation.
It also considers senior executive
remuneration and makes
recommendations to the Board on the
remuneration of executive directors.
Group Nominations and Governance
Committee
Assists the Board in the selection and
appointment of directors. It reviews
the structure, size and composition of
the Board, and the membership and
chairmanship of Board committees.
It considers succession planning taking
into account the skills and expertise
which will be needed on the Board
in the future. Its remit also includes
governance oversight.
Technology and Innovation
Committee
Assists the Board in overseeing
and monitoring the execution of
RBS’s strategic direction in relation
to technology and innovation.
Group Executive Committee
The Board is supported by the Group
Executive Committee, comprising
the executive directors and the
Group Chief Risk Officer. It supports
the Chief Executive in managing
RBS’s businesses. It is responsible for
managing strategic, financial, capital,
risk and operational issues affecting
RBS. It reviews and debates relevant
items before consideration by
the Board.
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Alison Davis
Patrick Flynn
Morten Friis
Robert Gillespie
Brendan Nelson
Baroness Noakes
Mike Rogers
Mark Seligman
(Senior Independent Director)

Dr Lena Wilson
Company Secretary
Aileen Taylor

UK Corporate Governance Code
Throughout the year ended 31
December 2018, RBS has complied
with all of the provisions of the UK
Corporate Governance Code issued
by the Financial Reporting Council
dated April 2016 except in relation
to provision (D.2.2) that the Group
Performance and Remuneration
Committee should have delegated
responsibility for setting remuneration
for the Chairman and executive
directors. RBS considers that this
is a matter which should rightly be
reserved for the Board.

Viability Statement
In accordance with provision C.2.2
of the UK Corporate Governance
Code, the Board of Directors (the
“Board” of RBSG (the “group”)) have
assessed the viability of the group
taking into account the current
position of the group, the Board’s
assessment of the group’s prospects,
and the group’s principal risks, as
detailed in the strategic report on
page 32. The Board’s assessment is
further informed by the application of
regulatory standards of capital and
liquidity adequacy and stress test
thresholds under extreme conditions.
The Board consider a period of three
years to be an appropriate period
for the assessment to be made. This
period is within the group’s strategic
plan and regulatory and internal stress
testing periods.
The group’s business and strategic
plans provide long term direction and
are reviewed on, at least, an annual
basis, including multi-year forecasts
showing the expected financial
position throughout the planning
horizon. The base case plan indicates
that the group will have sufficient
capital and liquidity resources over
the three year assessment period.

The group’s base case plan is also
tested in a series of extreme stress
scenarios as part of internal and
external stress testing. Results
from the stress scenarios, including
management’s response, are used as
part of the Internal Capital Adequacy
Assessment Process (ICAAP) and
the Internal Liquidity Adequacy
Assessment Process (ILAAP). These
processes are summarised in the
Capital and Risk Management section
of the Annual Report & Accounts on
pages 98 to 107.

On the basis of this robust assessment
of the principal risks facing the group,
the Board’s review of the business
and strategic plans and other matters
considered and reviewed during the
year, and the results of the stress
tests undertaken, the Board has a
reasonable expectation that the group
will be able to continue in operation
and meet its liabilities as they fall due
over the period of the assessment.

Assessments of the risks of the
greatest concern are captured
through the group’s processes
for continuously identifying and
effectively managing the principal
top and emerging risks, as detailed on
page 32 of the strategic report. These
assessments provide a view on the
impact of the top risks crystallising,
both individually and in combination.
These risks are outlined in the Risk
Overview and further discussed in
the Risk Factors, both contained in
the Annual Report & Accounts
on pages 30 to 32 and 253 to 263,
respectively, and include political,
legal, macroeconomic, regulatory,
operational and execution risks.

Wind strength increasing
The demand for home-grown renewable energy
continues to grow. Which is why Triton Knoll Offshore
Wind Farm Ltd matters.
With up to 90 wind turbines providing a total installed capacity of circa.
860MW, it will be capable of supplying the equivalent of over 800,000 UK
households with renewable electricity a year.
Situated off the Lincolnshire coast, this consented wind farm is owned
by a group of companies, with Innogy Renewables UK managing the
construction, operation and maintenance works on behalf of the project
partners. Total planned investment amounts to around £2 billion. NatWest
participated in financing as part of a 15-bank lending syndicate, NatWest
Markets provided risk management solutions to Innogy to address interest
rate and foreign exchange risks.
We are market leaders in this growing sector. This project is one of six
offshore wind farms that we have financed in the UK in the past 2 years.
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