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Anna Cross, Group Finance Director
I will make a few opening remarks and then we can get down to your questions.
We are very pleased with the performance this quarter. We announced a 2.25p interim dividend, and a half-year
buyback of £0.5bn. That is on top of the £1bn buyback that we announced with the FY21 results, which is proceeding
really well and [is expected] to complete relatively soon. We also said that we are continuing to target >10% RoTE in
the current year and beyond.
So what delivered that? The Group’s broad-based income growth is really at the heart of it all, continuing to deliver in
Q222. Despite the higher L&C charges in the quarter, we were able to deliver a half-year RoTE of above 10%, and PBT
in the quarter of £1.5bn.
On income, that performance is coming [from] across the [businesses] that we have. Excluding the over-issuance
hedge that we have, that income growth is 10%. We are especially pleased with the performance of the CIB, and
particularly within that, FICC within Markets.
What that allowed us to do is offset the ongoing market-wide impact of lower banking fees, and hopefully that shows
what we set out to do within the CIB, which is to have diversification within it.
We saw really strong momentum in CC&P, and you are seeing income growth there across all three constituent parts.
And lastly, [Barclays UK] continued to benefit from the momentum that we see from balance sheet growth, but more
importantly the tailwind from rising rates.
As I said on the day, positive [cost: income] jaws are really important to us. In an inflationary environment, we are
particularly focused on operating leverage across all of the businesses. Our group costs excluding L&C, what we call
our operating costs, were up 3%, against that 10% income growth.
Given the higher L&C costs in the quarter and in the half to date, plus the impact of FX across the network, we have
guided to higher costs, higher absolute costs, in the year of £16.7bn.
Turning to impairment, our Q2 credit impairment charge was £200m; that includes the day-one Gap impact. We
broadly maintained our provision levels in light of macroeconomic uncertainty, and specifically around the post-model
adjustments, and we have reiterated that we expect the charges to be below pre-pandemic levels in the coming
quarters. We also showed you an illustrative scenario [where we used a] 100% weighting on the downside [1] scenario,
just as an illustration to show what might happen [to our modelled ECL] in a near-term recessionary event.
On capital, our Q2 ratio is above the middle of our range, at 13.6%. We expect the RWAs associated with the overissuance to roll off in the third quarter, and that will more than pay for, in capital terms, the additional buyback, [and
thus we expect] to see a net positive between those two.
As a reminder, our [RoTE] guidance of above 10% [equates to] around 150bps of capital generation per annum, so we
feel that we have got enough capital momentum to deliver attractive returns, invest in the business, and maintain
ourselves at an appropriate [CET1] ratio.
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As mentioned in the call, we have made really good progress on the over-issuance matter. When I was standing here
at Q1, we had a lot to do. We have refiled our 20-Fs. We have a new shelf up and running; that is a WKSI shelf. We have
started our rescission offer and we are well progressed with our discussions on the SEC, and that was why we were
able to recognise in the quarter our best estimate of where we believe that will close out. We are really pleased to have
reached this point. It feels like we are moving ahead from this matter now, and very importantly, putting it to bed for
our investors.
Finally, we highlighted two really important transactions in our results. The first was the successful onboarding of Gap.
$3.3bn of balances; over 9m customers. A huge operational undertaking, and [we were] very pleased to see that land
successfully and it gives us a great base to go from here in the US. The second is that we have agreed, subject to
regulatory approval, to acquire Kensington Mortgages. Our objective there is to broaden our capabilities. It is a
relatively small portfolio for us, and it is all about the capability that it brings. We expect, if we were to get regulatory
approval, that would complete either in Q4 of this year or early next year.
I am going to pause there and take your questions. We will run the meeting as has become usual over many years, and
we will just keep going round the tables until we have answered all of your questions. We have also got a dial-in as well,
so we will try and take some questions from the phone.

Omar Keenan, Credit Suisse
I am going to ask a bit of a difficult question maybe, or maybe it is really easy. I wanted to ask how you are thinking
about the RoTE target? We have seen a number of UK banks [this] reporting season increase their RoTE targets. We
saw HSBC go to above 12%, we have seen NatWest go to 14-16%, and a lot of that is to do with higher interest rates.
I guess Barclays is still at above 10% and you are promising to deliver above 10% this year, with high L&C charges, so
I wanted to ask how you are thinking about that 10% in a high interest rate environment, and how you are thinking
about, potentially, other things that could go wrong next year. Obviously, FICC is great right now but might not be
next year, so how do we think about how that 10% evolves?

Anna Cross, Group Finance Director
The [“>”] that goes along with that 10% is important, so it is greater than 10%. That is where we have been for some
time, that is where we are targeting ourselves. We have not been more specific than that in the context, I guess, of the
complexity of the Group. You can see that our UK bank is well above 10% at this point in time; it is actually in the upperteens. That is comparable to some of the businesses that have actually called out a much higher RoTE.
The things on our mind are the macroeconomic uncertainties out there. That can bring considerable benefit to us
through FX, for example, and that obviously impacts individual businesses, but [we are] also very thoughtful about the
fact that we have very strong income growth, and therefore we want to have the capability to invest behind that, if
appropriate. We are being a bit cautious in terms of the specific guidance that we are giving out, but we remain
confident in the capability of the business to generate more than 10%.
What I would say in relation to the FICC point that you are pointing out specifically, Omar, [is that] you are right [that]
FICC benefits in a more volatile environment, but equally remember where Banking is right now. Banking is as low as it
has been for many, many years; the primary market is completely shut. The reason it is shut is because of that same
volatility. What you should consider is that whilst that volatility may reduce on the Markets side, we would expect at
that point for there to be a return on the primary issuance side and the pipelines there remain strong. They are not
moving but they are strong, so I would think about it in those ways. That is what we are trying to achieve, that
diversification in the book in the CIB.

Ben Toms, RBC
In the inflationary environment we have got at the moment, can you talk about some of the cost levers you have that
you may be able to pull on for next year, which might help keep costs under control?

Anna Cross, Group Finance Director
The cost levers that we have, and what I have talked about before, is that we balance our cost performance through
three facets. We have clearly got inflation that will come and hit us [and] that inflationary pressure is clearly increasing.
Against that, we manage two things. We drive efficiency programmes – there is a significant one underway in the UK

2

that we launched in 2021, and you have also seen us take some action around our real estate. They are the big headline
ones, but you should have seen from our Q2 disclosure that actually, there are more BAU matters going on. We are
really driving that efficiency programme to moderate the impact of inflation and allow us to invest.
The [second] one is our investment programme and how we choose to flex that. Last year, that investment was very
much focused on structural cost actions [and] there were also some actions to drive business growth. In the current
year, what you have seen is us pull back on those structural cost actions but we have kept the business growth
growing. The timing and quantum of the investment that we make in the business is also extremely important.
The third lever we have is performance costs. We are not mechanistic about it but clearly returns are the driver of
performance costs. To the extent that the returns are there for the business, you would expect us to pay for them.
To the extent that they are not, you will see those costs coming down.
Those are the broad levers that we use. I would also say, however, that whilst we are seeing income growth, we will
invest behind it. As we do so, expect us to be very disciplined, and we will invest behind the three strategic priorities
that Venkat has talked about around consumer, sustainability in the CIB and the [transition to a low-carbon economy].
That is why as we have gone out and done those acquisitions, those bigger pieces of investment, they are very much
focused around that strategic agenda. Perhaps things that are a bit more peripheral might get pushed back [or] deprioritised, in the current environment.

Joseph Dickerson, Jefferies
Just [two questions], can you talk about the upgraded NIM guide for [BUK]? The contributor to that marginal upgrade,
is that coming from the hedge? If I annualise the hedge performance in Q2, it is annualising about £1.1bn higher than
H1, and I think you had about a £1.4bn hedge contribution last year. So firstly, is that predominantly from the hedge?
Secondly, can you discuss your Equities market performance? Because in USD terms, I think it was down 25% year on
year, and there was only one other peer, that is Credit Suisse, that was down that much year on year. Could you discuss
some of the drivers in the Equities business? Was there any impact to the Equities business from the structured notes
matter and so forth that we should think about normalising back out in the future quarters?

Anna Cross, Group Finance Director
From here, we have discussed for a couple of quarters, we expect the pass-through [to depositors] to be higher. We
have said that we would expect pass-throughs to increase as base rates rose. I guess that is no different to what you
have heard elsewhere. You are right, our expectation is that the momentum in NIM moves from, if you like, productdriven to hedge-driven. What really helps us here is the fact that our hedge programme has been rolling
mechanistically for a number of years, so we are seeing part of the hedge roll off. If you look back five years, that would
give you a good indication of where it is rolling off from and rolling on to the current curve. That is quite a degree of
momentum, and perhaps explains some of the differential that you are seeing in some of the guidance that you hear
from across the street. That is what makes us confident in that number, and why we have guided up from here.
The mortgage market remains very competitive. We have seen muted pass-through [to depositors] to date [but] we
expect that to increase. The product dynamic is still positive, but probably less so from here, and you will see the
momentum from the hedge take over.
[On] Equities, it was down year on year, in dollar terms. There is nothing specific to call out. There are no significant
one-offs in there and we remain broadly pleased with where that franchise is going. We think we are still taking client
share and we do not look at it quarter by quarter. Occasionally, we will have a poorer quarter, like Q4 last year in FICC,
and then you see FICC step forward again now. We try not to obsess about individual quarters and actually if we look
at it over the half, or we look at it over a longer period, it is broadly where we would want it to be, actually performing
really well.
On the structured notes, structured notes themselves is a really small product, so us being out of that market for a
period of time does not have a material impact on that business. The nature of the market in the second quarter was
not strong for that type of business anyway, so that is not what is going on there. There is no single event in there, it
is just one of those quarters.

Rohith Chandra-Rajan, Bank of America
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While we are on it, on the deposit beta, UK banks have told us pretty much universally that deposit beta is going up
from here, having been very low, but there are still lots of surplus deposits in the system and probably not a lot of loan
growth. From a purely economic perspective, there does not seem to be a lot of incentive to raise deposit rates. There
is a sense there is a degree of caution as a result, being built into NIM guidance, so interested really, just to understand
why you think deposit betas go up from here, apart from the fact that they tend to when rates move higher. So that
would be the first one.
Secondly, back on the inflation point, you have highlighted a number of times that there are several business lines that
benefit from nominal growth. I wonder if you could help us a bit more on that and just walk us through those individual
lines, and help to give us a sense of scale on that as well, please?

Anna Cross, Group Finance Director
You are right, the industry is in a very different position from where it was in terms of retail funding versus rates being
at this level. If I look back to pre-financial crisis when rates were higher, the retail businesses were much more reliant
on wholesale funding and fixed-term deposits to secure funding for mortgages.
The industry is very structurally different from where it was last time round, when we were in this environment. Loan
to deposit [ratios] are much lower. They were way above 100% and now they are typically 100% or below, so
structurally, the industry is in a different position.
However, the offset to that is that customers are also in a different position. Back in those days, if you wanted to move
your money from one place to another, you physically had to go to the branch, withdraw it, move it across, etc. Now,
it is very easy to do and therefore you should expect, or we might expect, a more fluid movement of deposits than
perhaps we saw. So I think you have got two opposing factors there and it is quite difficult to determine how they will
level out, particularly in my mind.
This is not just about perhaps raising rates on things like Everyday Saver or Instant Access savings products. [It is]
more about the movement of customer balances as rates widen because customers are incentivised to move those
balances; it is easy for them to do it so you are likely to see a shift in the mix of savings across the industry. That is how
I think about it. It may not be continually widening out on particular products, [but] more a movement from one
product to the other. That is certainly what we would expect to see because the opportunity cost of doing that as
rates rise is more significant. If you look at where fixed rate products are now or products where you lock in your
savings for a little bit of time, there is definitely a margin there that we would expect people to react to.

Rohith Chandra-Rajan, Bank of America
Sorry, just on that, they have not reacted to it yet?

Anna Cross, Group Finance Director
No, not yet.

Rohith Chandra-Rajan, Bank of America
But I guess your argument is as that differential between your instant access and the timed deposits widens, there is
more incentive [for them to move their savings from one product to another].

Anna Cross, Group Finance Director
I would say so. There is another factor going in the opposite direction so I am probably not helping you, but I am
hopefully helping you understand how we think. The other factor will be [to] the extent that the economy is uncertain,
people tend to not [put] their money [in fixed deposit schemes] because they will be a little bit more cautious. There
are quite a few factors going on in there so let us see. We have never trodden this path with this structure to the
industry, so it is quite difficult to call.
In terms of your second question about nominal growth, you are right, there are two ways to look at it. The first would
be the particular products that have a fee associated with transactions, so you would see that in credit cards, in
current accounts, you are going to see that coming through in the fee line. You are also going to see that on the
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corporate side, in [Transaction] Banking, so you are starting to see that momentum build there as corporates do more
activity. They are the lines that I would pick out in particular.
The other area is our Payments business. If you look quarter on quarter, that Payments business is now ticking up
simply because it is exposed to the nominal flow of economic activity in the environment.
The other areas that you will probably see it coming through - you will see a bit on the CIB side more broadly in terms
of businesses reacting to the volatility and those [rate] increases. So whether in Corporate or in the Markets business,
you are going to see some movement there and again, that would particularly be in FICC where we see that kind of
volatility. But predominantly, it is going to be in the transactional businesses that relate to retail or corporate activity,
so cards, both types, Transaction Banking, Payments is where you will see it.

Rohith Chandra-Rajan, Bank of America
The other thing you have mentioned before is FICC financing, can you give us a sense of scale of that business?

Anna Cross, Group Finance Director
We have not disclosed the financing scale, within either FICC or Equities. It is fair to say it is something that we are
thinking about because we do think that it is an important factor. I will not throw a number out here [but] I would say
that that business continues to grow nicely. It is a business that we perform in very well, and therefore it provides
some stability to that income line.

James Invine, Société Générale
In the answer to Ben’s question earlier, you were talking about possibly flexing down investment spend as a reaction
to rising inflation, but what might be the trigger to flex that up? The Group is becoming more profitable so you have
got more capital to spend. The revenue environment is looking better so presumably the returns on investment are
looking better. Is there a feeling that you are actually going to flex that number up and where do you put that in the
Group? What is a project that today maybe makes sense that 18 months ago the Board would not have signed off on?

Anna Cross, Group Finance Director
I was kind of getting at that before, so we would invest in areas that we think are strategically important. We will do it
selectively and not in a blanket way.
If you go business by business, in BUK, we are already investing: we set that investment off in 2021. You are not
actually seeing the investment [benefits yet] because they are generating savings and they are reinvesting so that
investing is actually happening within the existing cost base. The reason we are doing that is partly to make the
business more efficient but also more effective. It is very much on digital fulfilment. We think that is a really important
basis for the first part of our strategy which is that next-generation consumer business.
You see similar themes in CC&P where you have got a significant investment in the current year. We talk [specifically
about Gap] but think about it much more broadly, because the capabilities that we have had to put down for Gap
actually open up a different waterfront for us. They take us into the retail space which we have not really been in, in
the US. It is as big a market as travel is, so think about that as a capability build. Some of the technology that we have
built there, we will be able to take back into the travel business as well, into the airlines and entertainment businesses.
Those two [businesses], very much, are already underway. You are not actually seeing significant impact from those
yet [but] you will from here on in. Those are already happening, already in the cost base.
In the CIB, we have been investing particularly in Markets, around electronification, and we have been investing for
many years in our Prime complex. Sometimes you think you have set yourself up for a market event, so we have been
investing and then a market event occurred, a number of our competitors stepped back, and that has given us the
capability to take that on. We would not have got it if we had not invested upfront.
You are not going to see any dramatic changes. I would argue that the things that we want to invest in are the things
we are already investing in. [You can] expect increased focus on those things in an inflationary environment, because
we will become more discerning.
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There are some areas where you might expect us not to invest in the current environment, where we would also think
it is important, and I would specifically [highlight] Banking. Whilst the revenues at this point in time are low, we are
going through a cycle and we have been investing in particular sectors, and we would continue to do so. So Biopharma,
Technology, etc. Again, it will not be a blanket investment; it will be a very, focused, targeted investment. I agree with
you, we have got a top line and therefore we will invest to secure and develop that, but expect us to be very focused
on jaws.

Andrew Coombes, Citigroup
My first is going to be a follow-up [on] Joe’s question. I appreciate that you are looking at trends on both Equities and
FICC revenues over a longer period of time, but so many investors are looking quarter to quarter. So keen to push you
a bit more on the trends, both in Equities, where you are an outlier - anything you could say on Cash versus Derivatives
versus Prime? Also, anything you could say on your US retail structured product issuance being halted. How much of
the drop is explained by that and when that resumes?
Second question, you are also an outlier on FICC but in a good way. It looks like you had a record quarter for Macro. Is
there anything you would draw out there?

Anna Cross, Group Finance Director
On Equities, I think I have said all I am going to say to be honest. There is really nothing particular in there. There is
nothing that concerned us in terms of the client wallet movement, there is nothing that concerned us in Prime. Cash
equities, I think, were a bit weaker across the market in general, just because there is [lower] primary issuance, but
nothing specific.
Structured Products really is not a big business for us, and it really was not a big business market-wide in that quarter,
so that is definitely not the answer. If we have not started already, I would expect us to start post the rescission offer
going out. So I am sure we can come back to you on that specific timing.
On FICC, if you consider the environment that we are operating in, for all of our clients, they are seeing monetary
policy change across pretty much every major global economy, and that drove client volume in Macro across pretty
much every desk. It is FX, it is Rates, it is Emerging Markets, it is everywhere, and it is client flow, very strong client flow
and we are very pleased with that. We think that it is a continuation of a theme that we have seen.
I would say that to try and understand perhaps the difference between us and others, it is difficult to tell. We do not
disclose a huge amount and neither does anyone else. What I can say about our Credit business is that we also saw
fairly strong flow but we positioned ourselves defensively in that business, and did so from the back-half of last year.
That may be the differentiator but we will see, I am sure, in the future.
We are not big in Securitised Products, not as big as some of our competitors; that may also be an explanation. The
standout is Macro within FICC and the standout is from client flow. It is volume-driven, it is not margins, it is not risk,
it is volume.

Andrew Coombes, Citigroup
My completely unrelated question is going to be on the structural hedge where you have seen a huge increase in
notional. How much of the balance is left unhedged? Is there any ability to increase that notional size further going
forward?

Anna Cross, Group Finance Director
We do not disclose the unhedged amount. However, if you looked at how much our deposits have grown and how
much we have grown the hedge by, that would give you a good indicator of, broadly, how we think about it. That is
probably the best guidance I can give you.
We monitor that behaviour across our deposit base very carefully. We are looking at signs of rate insensitivity
essentially, and we have been cautious about how we have built the hedge, and we have built it in different businesses
at different speeds.
We are essentially trading off the security of income now with the ability to widen margin. We think it was the right
thing to do to increase the nominal on that hedge but we do so very carefully with a lot of thought behind it.
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Adam Teralek, Mediobanca
Lots of focus on [BUK] NIM, but I wanted to go outside the UK on rates. Clearly, CC&P was a strong print. Transaction
Banking is a strong print. I want to know what the NII sensitivity is there. Clearly, [there is] a big deposit book in the
Private Bank. You have got Transaction Banking deposits that should have a bit of sensitivity as well. So we have
focused on [BUK] NIM but what is the upside outside the UK?

Anna Cross, Group Finance Director
We have seen some upside outside the UK. One of the reasons that we do not call out a simple pass-through is for
exactly the nuances you are calling out. You would expect that from the beginning, the pass-through in Corporate and
in Private Bank has been an awful lot higher than it has been in retail. That is given the nature of those customers. If
you think [about] a corporate, they are typically multi-banked, so that is a really important thing for us to do.
The impact of rate rises is not as significant as a product matter for those businesses as it is in retail. There is a tailwind,
but it is nowhere near what you are going to see on a retail book. However, they do benefit from the structural hedge
in exactly the same way, so they get a rate-driven tailwind from the structural hedge in exactly the same way as retail
does.

Adam Teralek, Mediobanca
And is the Private Bank a bit more sensitive than the corporate stuff?

Anna Cross, Group Finance Director
I would say it is similar. Pass-throughs there have been pretty high.

Raul Sinha, JPMorgan
I have a couple of questions, the first one is on the RWAs. Obviously, the CIB had seen quite a significant increase
driven by market risk, and you have got FX-related growth all over the bank. I am just trying to understand where we
should think the medium-term RWAs or the mix should lie? It looks like it is skewing towards CIB and CC&P, so is that
shift likely to continue? Could you perhaps give us some sense on the moving parts from here, especially in the second
half?
Secondly, just more broadly, one of your peers talked about low impairment charges next year. I was just wondering,
obviously your guidance relates to the coming quarters, if you have got any thoughts on the resilience of your book,
and whether or not you might feel similarly comfortable about having below normalised provision charges next year?

Anna Cross, Group Finance Director
We have seen increases across the full half, on RWAs, on the wholesale side. I would say that is coming from three
things. The first is clearly FX, which has little to no capital impact overall. The second is, do not forget that on 1st
January we had those regulatory changes, so that has bumped up the RWAs further. The third piece is business
growth. I think from memory, the number is about [£30bn], and the business growth is [c.£10bn] or less within that by
the time you take the other two factors out. So the [components of that] business growth are slightly different in the
two different quarters. In Q1, I think market risk fell and then went back up again in Q2, just because of the volatility
that we have seen, and some client volumes, but net-net, I think across the full half, market risk was broadly flat.
We have seen some increase [that is] balance-driven. That is almost entirely investment banking, investment-grade,
existing clients, existing facilities, so nothing concerning within there. Certainly those increases were much less than
what we saw during COVID or at similar points of uncertainty, so there is nothing that concerns us. If anything, we see
it as a positive move of a sign of economic activity, and as I say, it is with investment-grade clients. That sort of
explains what has happened.
From here on in, we do not have hard-and-fast RWA allocation rules that we want to follow. If anything, that would fly
in the face of what we are trying to do as a diversified bank. We are trying to step into opportunities as we see them.
Having said that, growth from here is more likely to be [from] consumer recovery, where you are seeing that come
through, whether that be the US, or hopefully the UK. A recovery in cards, [would therefore lead to RWA growth as]
obviously cards are a bit more RWA-heavy than the majority of retail.
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CIB growth from here, if you think about what we are focused on, or the things I have called out before, whether that
be Prime or the specific parts of Banking, that is not particularly RWA-heavy growth, so I would expect to see a
rebalancing. However, we do not have hard-and-fast rules around that, and we will be reacting to the opportunities
that we see, but nothing concerning at this point in time.
In terms of impairment from here, [it is] very difficult to call. I guess we have more conviction around the nearer
quarters than we do the outer quarters. It is very difficult to give anything specific. I would say if you consider the
reasons why we have given that guidance, it is in part because of the macroeconomic outlook that we see. If you look
at consensus, it is clearly quite benign, inflation aside.
We are also not seeing any change in the performance of our book, in retail or in wholesale, so the watch list is low,
delinquency is very low. It is partly these external factors, but it is also what we have internally around the coverage
levels that we have.
[Additionally], if you look at the structure of our book, it is really different from where it was pre-COVID. [It is] much
more biased towards secured versus unsecured lending. So normalising to what, is quite a tricky question really. We
will continue to guide. We feel like we are as well set-up as we could be and there is nothing I would call out in the short
term but we are in quite an uncertain environment.

Perlie Mong, KBW
If I look at [your] cost: income ratio, probably in the last 3-4 years, it has sort of hovered around [mid-60%], and you
have been targeting <60% for a period of time. But actually as you have noted, there is a lot of work going into that,
[and] more tangibly, the UK workforce is down 12% and Asia up 10% in the period. So when is that cost benefit, as it
were, going to come through in the numbers? Obviously, noticing that you are going to reinvest, but at some point
you would hope that the cost: income ratio would, at least in the targets, start to come down.
Secondly, I did not think I would have to ask it, but as I was walking in I saw in the lobby that you have set up a subsidiary
in Taiwan, and obviously it is a very fast-moving situation over there, so anything we need to worry about at all?

Anna Cross, Group Finance Director
In terms of the cost: income ratio, we feel like we are making progress. Clearly, we did not expect an inflation level
quite as it is today, so much of what we are doing in efficiencies is counteracting that inflation as opposed to [it]
dropping through. Having said that, if you look at what we disclosed for the half-year, you can see I think we got to
about 62% on an operating basis. We feel that that does indicate that we are making good progress, Perlie, so we are
quite happy with that. But in the current environment, and by that I mean our revenue momentum, we think that is
just as an important part of that cost: income ratio story as the cost part. Clearly, we will work on costs, but we are just
as focused on investing to drive that sustainable revenue.
We still think it is really important and it is why we have got the BUK transformation programme out there. It is why we
continue to invest heavily in retail, because we believe that gives us a very annuity-based income line, which is good
for that cost: income ratio. So I think we are happy with our progress. Over time, you are going to see that drop
through, not just because of BUK, but there will be other businesses in the Group where you would expect us to keep
that investment momentum up. So whilst [the target] is less than 60%, you are going to see it differently in different
parts of the Group, depending on where we feel we want to invest.
As it relates to Taiwan, it is very early days. It is not a significant business. We are clearly very watchful. I would not say
anything more than that. It is not a significant part of our business.

Ian Gordon, Investec
Just following up on your earlier comments on Kensington, a bit more colour, please. Why Kensington, why now, why
go the M&A route, given that it is a capability acquisition? Can you give some scale of ambition, and are you signalling
a limited appetite for portfolio acquisitions?

Anna Cross, Group Finance Director
We expect to purchase about £2bn worth of balances, and the total acquisition cost will be around £2.3bn. Why we are
buying it, I would say, [is for] two reasons. The first is their risk capability around complex incomes. That is very
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important because we believe that is a part of the mortgage market which is not well served by mainstream lenders,
us included, and actually is an increasingly common factor in what we see, societally. We think it is an important
capability for us to have. They have a lot of data, a lot of capability and a lot of history, and that means something.
The second thing would be their strong relationships. Remembering that the UK mortgage market is 80%
intermediated, those strong relationships are really important in running that type of business. So whilst it is a
capability that we could have built organically, it would have taken a long time. That is the trade-off that we made.
So we do see it as a capability acquisition. If you think about the scale of it versus the £160bn that we already have, it
is not actually a big portfolio, so it is really all about that capability, and their ability to manage that complexity. We are
a vanilla mortgage lender, so it is really exciting for us.
What do we also get from it? We obviously have a funding advantage versus where they are now. I would say the other
thing from our perspective, [is that] we operate a single brand in the mortgage market unlike many of our competitors.
This now means that we would be operating with more than one, which again is attractive. We think it is a capability
that we will scale from here. We will do so very carefully. It is clearly a different market, but you would expect us to have
the same risk discipline that we do now.

Chris Manners, Head of Investor Relations
We have a question online from Chris Cant from Autonomous which I will read out:
You give parallel shift sensitivity to rates, but the market is pricing a flattening of the curve with a short-end rise rather
than anything approaching a parallel shift. To help us think about the dynamics here, could you please give us a sense
of the volume of managed margin deposits that you have? By which I mean the proportion of the book which is not
part of the structural hedge and is subject to the debate around deposit betas. Trying to back this out, I get to £120125 bn. Is that a reasonable estimate?

Anna Cross, Group Finance Director
It is quite similar to the question that we had before. We will not call out the unhedged portion, Chris, but if you were
to look at how we have moved the hedge versus how the deposits have moved over the last year or so, you are going
to get very close to the right kind of proportion.
One of the reasons that we have extended our hedge is our confidence in the behaviour of it. I would say that, in terms
of the shape of the curve, we are typically hedging at around the three-year mark, that sort of range. So if you want to
model the dynamics, that is what you should be looking at. We roll about a 60th of it off every month, so that should
help you understand how it will flow through. Chris, anything I have missed there, or can you just repeat the question
for me?

Chris Manners, Head of Investor Relations
Yes, I do not think you have missed anything but I think the question was basically, out of your deposits, how much is
not hedged? So what is managed margin, basically what will be the base subject to deposit beta?

Anna Cross, Group Finance Director
Okay Chris, hopefully that helps you. We will go to the next question now.

Omar Keenan, Credit Suisse
I also wanted to follow up on the deposit beta question. One of your peers, NatWest, I think somewhat surprisingly
told us that they were actually experiencing lower deposit beta [on] their commercial deposits than on their retail
deposits, and I think they have told us in the past that their commercial book was more managed rates, which I think
is different to the vast majority of Barclays’ corporate exposure, which I understand is more linked to SONIA market
interest rates.
Can you give us just a little bit more colour on what you think the nature of the difference is between the corporates
that Barclays might have and the corporates that NatWest might have, and why there is such a big difference in terms
of market practices on deposit rates?
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Anna Cross, Group Finance Director
Well, without knowing their book, that would be an almost impossible question to answer, unfortunately. I am really
sorry, I do not think I can draw that distinction. All I can tell you is that typically we would expect a higher pass-through
with corporate customers, and that is what we have sought to do.

Omar Keenan, Credit Suisse
That is what I would have expected as well.

Anna Cross, Group Finance Director
Sorry, that is probably deeply unhelpful, but without knowing the nature of their customer base, it is quite difficult to
answer.

Perlie Mong, KBW
On the UK side, [we are] finally noticing a bit more credit card balance growth this quarter, which is obviously very
encouraging. What is the underlying trend and to what extent is that [from a] mix shift? I know it is not large numbers,
it is £0.5bn or something, [but] to what extent is that going to be part of the NIM guidance and the upside that it is
going to come from?

Anna Cross, Group Finance Director
We have seen balances stabilise. I think the nature of those balances is different to what it was before, and I would
expect it to be different [on an] ongoing [basis]. The reason I say that is probably threefold.
The first is that customers are purchasing but they are paying back very quickly. That is true in the UK and in the US.
That is exactly what we would expect them to do in this current environment, and we would be happy with that
behaviour. Given the economic uncertainty, that feels like a good risk matter. So repayment rates remain very
elevated, that is true all the way across risk bands. That is number one, so whilst balances may be going up, your
interest-earning balances, not so.
The second thing I would say is that we are back acquiring out there in the market, so we have seen a flow of new
customers onto the book. We have probably been slightly more cautious going back into that market than some of
our competitors. We are very returns-focused. If you look at where we have positioned ourselves, it is not at the top
of the table. We are much further down in terms of [balance transfers].
The third thing I would say, and where we are really happy, and you can start to see it in the fees, is the launch of nonlending products, a business that is more focused towards spend.
So I would say balances going up, it is not going to be a big NIM-kicker in the short term, but I do not think that is the
wrong thing in the current risk environment. It is a good leading indicator for what might come as, hopefully, the
economy normalises and picks up. So we feel like we are still seeing the right signs coming through.
Let us close it there, lovely to see you all. I hope you all have a wonderful summer holiday and it looks like some people
have already gone, because we are missing some folks, but have a great time. We will see you in what is always a
comparatively short period, it will be September before we know it. Have a good time and we will see you soon.
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Important Notice
The terms Barclays or Group refer to Barclays PLC together with its subsidiaries. The information, statements and
opinions contained in this presentation do not constitute a public offer under any applicable legislation, an offer to sell
or solicitation of any offer to buy any securities or financial instruments, or any advice or recommendation with
respect to such securities or other financial instruments.
Information relating to:
•

regulatory capital, leverage, liquidity and resolution is based on Barclays' interpretation of applicable rules
and regulations as currently in force and implemented in the UK, including, but not limited to, CRD IV (as
amended by CRD V applicable as at the reporting date) and CRR (as amended by CRR II applicable as at the
reporting date) texts and any applicable delegated acts, implementing acts or technical standards and as
such rules and regulations form part of UK law pursuant to the EU (Withdrawal) Act 2018 (as amended). On
31 March 2022, the temporary transitional powers (TTP) available to UK regulators to delay or phase-in onshoring of EU legislation into UK law ended with full compliance of the on-shored regulations required from
1 April 2022. Following a consultation process in 2021 the PRA finalised their implementation of the CRR II
package through Policy Statement 22/21. The finalised requirements were implemented in the UK through
the PRA Rulebook with effect from 1 January 2022. All such regulatory requirements are subject to change
and disclosures made by the Group will be subject to any resulting changes as at the applicable reporting
date;

•

MREL is based on Barclays' understanding of the Bank of England's policy statement on "The Bank of
England's approach to setting a minimum requirement for own funds and eligible liabilities (MREL)" published
in December 2021, updating the Bank of England's June 2018 policy statement, and its MREL requirements
communicated to Barclays by the Bank of England. Binding future MREL requirements remain subject to
change including at the conclusion of the transitional period, as determined by the Bank of England, taking
into account a number of factors as described in the policy, along with international developments. The Pillar
2A requirement is also subject to at least annual review;

•

future regulatory capital, liquidity, funding and/or MREL, including forward-looking illustrations, are provided
for illustrative purposes only and are not forecasts of Barclays’ results of operations or capital position or
otherwise. Illustrations regarding the capital flight path, end-state capital evolution and expectations and
MREL build are based on certain assumptions applicable at the date of publication only which cannot be
assured and are subject to change.

Forward-looking Statements
This document contains certain forward-looking statements within the meaning of Section 21E of the US Securities
Exchange Act of 1934, as amended, and Section 27A of the US Securities Act of 1933, as amended, with respect to
the Group. Barclays cautions readers that no forward-looking statement is a guarantee of future performance and
that actual results or other financial condition or performance measures could differ materially from those contained
in the forward-looking statements. Forward-looking statements can be identified by the fact that they do not relate
only to historical or current facts. Forward-looking statements sometimes use words such as ‘may’, ‘will’, ‘seek’,
‘continue’, ‘aim’, ‘anticipate’, ‘target’, ‘projected’, ‘expect’, ‘estimate’, ‘intend’, ‘plan’, ‘goal’, ‘believe’, ‘achieve’ or
other words of similar meaning. Forward-looking statements can be made in writing but also may be made verbally by
members of the management of the Group (including, without limitation, during management presentations to
financial analysts) in connection with this document. Examples of forward-looking statements include, among others,
statements or guidance regarding or relating to the Group’s future financial position, income levels, assets and
liabilities, impairment charges, provisions, capital, leverage and other regulatory ratios, capital distributions (including
dividend pay-out ratios and expected payment strategies), projected levels of growth in banking and financial
markets, projected expenditures, costs or savings, any commitments and targets (including, without limitation,
environmental, social and governance (ESG) commitments and targets), business strategy, plans and objectives for
future operations, group structure, IFRS impacts and other statements that are not historical or current facts. By their
nature, forward-looking statements involve risk and uncertainty because they relate to future events and
circumstances. Forward-looking statements speak only as at the date on which they are made. Forward-looking
statements may be affected by a number of factors, including, without limitation: changes in legislation, regulation
and the interpretation thereof, the development of IFRS and other accounting standards, evolving practices with
regard to the interpretation and application of accounting standards, emerging and developing ESG reporting
standards, the outcome of current and future legal proceedings and regulatory investigations and any related impact
on provisions, the policies and actions of governmental and regulatory authorities, the Group’s ability along with
governments and other stakeholders to measure, manage and mitigate the impacts of climate change effectively,
environmental, social and geopolitical risks and incidents or similar events beyond the Group’s control, and the impact
of competition. In addition, factors including (but not limited to) the following may have an effect: capital, leverage and
other regulatory rules applicable to past, current and future periods; UK, US, Eurozone and global macroeconomic and
business conditions; volatility in credit and capital markets; market related risks such as changes in interest rates and
foreign exchange rates; changes in valuation of credit market exposures; changes in valuation of issued securities;
changes in credit ratings of any entity within the Group or any securities issued by such entities; changes in
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counterparty risk; changes in consumer behaviour; the direct and indirect consequences of the Russia-Ukraine War
on European and global macroeconomic conditions, political stability and financial markets; direct and indirect
impacts of the coronavirus (COVID-19) pandemic; instability as a result of the UK’s exit from the European Union (EU),
the effects of the EU-UK Trade and Cooperation Agreement and the disruption that may subsequently result in the
UK and globally; the risk of cyber-attacks, information or security breaches or technology failures on the Group’s
reputation, business or operations; the Group’s ability to access funding; and the success of acquisitions, disposals
and other strategic transactions. A number of these influences and factors are beyond the Group’s control. As a result,
the Group’s actual financial position, future results, capital distributions, capital, leverage or other regulatory ratios
or other financial and non-financial metrics or performance measures or ability to meet commitments and targets
may differ materially from the statements or guidance set forth in the Group’s forward-looking statements.
Additional risks and factors which may impact the Group’s future financial condition and performance are identified in
Barclays PLC’s filings with the SEC (including, without limitation, Barclays PLC’s Annual Report on Form 20-F, as
amended, for the financial year ended 31 December 2021, and Interim Results Announcement for the six months
ended 30 June 2022 filed on Form 6-K),which are available on the SEC’s website at www.sec.gov.
Subject to Barclays’ obligations under the applicable laws and regulations of any relevant jurisdiction (including,
without limitation, the UK and the US), in relation to disclosure and ongoing information, we undertake no obligation
to update publicly or revise any forward-looking statements, whether as a result of new information, future events or
otherwise.

Non-IFRS Performance Measures
Barclays’ management believes that the non-IFRS performance measures included in this document provide valuable
information to the readers of the financial statements as they enable the reader to identify a more consistent basis
for comparing the businesses’ performance between financial periods, and provide more detail concerning the
elements of performance which the managers of these businesses are most directly able to influence or are relevant
for an assessment of the Group. They also reflect an important aspect of the way in which operating targets are
defined and performance is monitored by Barclays’ management. However, any non-IFRS performance measures in
this document are not a substitute for IFRS measures and readers should consider the IFRS measures as well. NonIFRS performance measures are defined and reconciliations are available in our results announcement for the period
ended 30 June 2022.
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