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Barclays plc 

Key Rating Drivers 

Ratings Watch due to Coronavirus: Fitch Ratings has placed Barclays plc’s ratings on Rating 
Watch Negative (RWN) due to the economic fallout from the coronavirus pandemic causing 

heightened risks to the group’s financial profile and ability to deliver its strategic objectives. 
Barclays’ Viability Rating (VR) and Long-Term Issuer Default Rating (IDR) are based on 

consolidated analysis of the group, and reflect progress made with the group ’s restructuring 
and legacy conduct matters, sound capitalisation, funding, liquidity and asset quality.  

Earnings Improvement Fragile: The medium-term outlook for Barclays’s earnings has 

worsened. We expect lower interest rates and client activity to weigh on earnings in the retail, 
business banking, and corporate banking businesses. Volatility may aid Barclays’s short-term 

trading results, but primary issuance activity has slowed. Lower conduct costs will provide a 
buffer to absorb other losses. The group met its 2019 9% return on tangible equity target, 

excluding conduct costs, and had aimed for further improvements prior to the disruptions.  

Solid Capitalisation, but at Risk: The group had solid capitalisation (13.8% end-2019 IFRS 9 
transitional common equity Tier 1 (CET1) ratio) at the beginning of the coronavirus crisis, 

which will be reinforced by the cancellation of final 2019 dividends . We expect capital ratios to 
come under pressure during 2020 from larger credit risk losses and valuation mark-downs, 

and risk-weighted asset (RWA) growth from credit-risk migrations and draw-downs on 
committed credit facilities.   

Pressure on Asset Quality: Fitch believes that Stage 3 loans (2.4% of customer loans at 

amortised costs at end-2019) and credit losses (54bp of gross loans) will increase. Pressure on 
asset quality could arise from Barclays ’s exposure to leveraged finance, and to industries 

under stress, most notably oil and gas. Cards and consumer loans, mainly in the US and UK, are 
at risk if government measures do not fully compensate borrowers ’ falling income and rising 

unemployment. Mitigating this to an extent will be credit risk hedges and measures put in 
place to de-risk ahead of a cyclical downturn and Brexit.   

Liquidity Ample: Funding and liquidity are supported by Barclays ’s conservative liquidity 

position and by access to liquidity facilities offered by the Bank of England and other central 
banks. Liquidity was solid at end‐2019 with a GBP211 billion liquidity pool and liquidity 

coverage ratio (LCR) at 160%, significantly above requirements and that of European peers. 
The strong liquidity profile underpins Barclays’s Short‐Term IDR and debt ratings at ‘F1’. 

Operating Company Ratings Could Diverge: Barclays Bank UK PLC (BBUK) has, in our view, 

more headroom than Barclays Bank plc (BB) to absorb challenges given its simple business 
model and strong deposit franchise. BB’s business model is structurally more volatile because 

of the nature of the businesses consolidated in the legal entity and relatively higher reliance on 
wholesale funding. The IDRs are notched up once from the respective VRs due to junior debt 

buffers, which protect senior creditors at both entities from default in case of failure. 

Rating Sensitivities 
Economic Impact of Pandemic: The main risk to the ratings and asset quality, earnings and 

capitalisation comes from the economic and financial market fallout of the pandemic. Ratings 
will probably be downgraded if it becomes less likely that the health crisis is resolved globally 

in 2H20, as this would make a global economic growth recovery more remote. Beyond 2020, 
ratings remain sensitive to the economic repercussions of Brexit. An upgrade is unlikely.  
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Significant Changes  
Downward Revision of Economic Outlook 

Fitch expects global economic growth to decline sharply in 2020 due to the coronavirus 

pandemic and the lockdowns enforced in many countries, and forecasts a sharp GDP drop in 
the UK in 2020, followed by a recovery in 2021. This outlook is based on containment 

measures being reduced in 2H20, but is associated with material downside risk if the health 
crisis and lockdown period extend.  

The UK authorities have taken monetary and fiscal-support measures for the private sector, 

which should help the UK banking sector’s asset quality and liquidity despite mounting 
pressures. At the same time these measures mean that the UK’s public finances are set to 

deteriorate sharply, which contributed to the downgrade of the UK sovereign to ‘AA-’ 
/Negative in March 2020. 

Measures include lowering the base rate by 65bp to 0.1%, and lowering banks’ countercyclical 

capital requirement for UK exposures to 0%. Banks’ access to funding was reinforced by a new 
contingent term repo facility, a new term funding scheme with incentives for SME lending, and 

a US dollar swap line. Borrowers are supported through a corporate commercial paper 
financing facility, provision of guarantees on loans to SMEs and a large share of lost income  

being covered by grants to furloughed employees and self-employed people.  

Brexit Uncertainty Lingers 

The UK left the European Union in January 2020 with an 11-month transition period, but the 

final trade terms are yet to be agreed. This is a source of uncertainty for the shape of economic 
rebound in 2021, which could affect Barclays’s ratings.   

Subordinated Debt Ratings 

Fitch downgraded Barclays and BB’s Tier 2 debt by one notch to ‘BBB+’ and upgraded 

additional Tier 1 (AT1) debt and preference shares by one notch to ‘BBB-’ after the publication 
of updated bank rating criteria on 28 February 2020 (see Bank Rating Criteria .) 

Under the updated criteria, the baseline notching of AT1 debt with fully flexible coupons was 

narrowed to four notches from five below the anchor, reflecting a reduction in incremental 
non-performance risk. The baseline notching for Tier 2 debt was increased to two notches 

from one due to higher expected loss severity.  
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Company Summary and Key Qualitative Assessment Factors 
Diversified Business; Established Retail, Corporate, Investment Bank Franchise 

Barclays’s business model is that of a consumer, corporate and investment bank, anchored in 
the UK and USA. Diversification underpins its rating, but the performance of the group’s large 

investment banking business was weak, although it has improved, relative to other businesses 
after restructuring over the past years.  

The Corporate and Investment Bank (CIB) is biased towards debt sales and trading and capital 

markets, which have been Barclays ’s traditional strengths. The equities business is growing, 
helped by higher capital allocation, people and technology investments, and European peers ’ 

weaknesses. The group claimed market shares across sales, trading and banking (underwriting, 
advisory fees) over the last two years, typically ranking ahead of European peers in the main 

products.  

The corporate bank has shrunk, but client selection and repricing actions should over time lead 
to better returns. Transaction banking is a business that the group is expa nding in Europe, 

targeting 5%-10% annual income growth and 10% annual deposit growth by 2022, from a 
relatively small base. 

Barclays is one of the largest domestic banks in the UK, with strong market shares across 

mortgages, current accounts, small business lending, credit cards, payments and merchant 
acquiring. Economic risks around Brexit and the late stage of the credit cycle meant that its 

appetite for UK credit risk has moderated, and lending growth has mainly been driven by 
mortgages. The group is expanding its UK wealth management offering to retail clients, which 

over time should help offset pressure on interest revenue from the lending business. 

The international credit card business is concentrated in the US, where card balances have 
grown to be larger than in the UK. Partnerships, such as with airlines, allow Barclays to access 

better-quality customers, which is why the group prefers this model over the own-branded 
product. The group is also one of the leading payments providers in the UK, and plans to 

continue growing this business with a focus on UK and European markets.  

Earnings Improvement Likely Disrupted 

Barclays has completed its post-financial crisis restructuring and in preparation for Brexit has 
implemented structural reform in the UK (ring-fencing) and set up a presence in Ireland. 

Governance has strengthened, with the ring-fenced and non-ring-fenced groups subject to 
tighter control by separate, although, coordinated management boards.  

The group’s profitability was improving, and further cost and revenue measures were planned 

for 2020. However, the dramatically changed operating environment means that we no longer 
expect improvements relative to 2019. The group has a good track record in controlling credit 

risk, and this will be put to test by the current crisis. Capitalisation is above-target, and the 
group has a good record of managing regulatory ratios through periods of weak and volatile 

earnings.  

Largest Conduct Issues Resolved 

Conduct and regulatory risks are inherent in Barclays ’s business model, but we expect legacy 

issues to be largely resolved and less meaningful on the bank ’s earnings. Conduct costs of 
GBP1.8 billion in 2019 arose mainly from a late surge in claims ahead of the PPI submission 

deadline. Barclays is still facing civil litigation in relation to a loan to the state of Qatar, and for 
having paid for advisory services from a Qatari state-owned investment company at the time 

when it raised capital during the financial crisis. Other ongoing disclosed investigations and 
lawsuits include manipulating benchmark rates, foreign exchange, deriv atives and 

commodities markets, and violating trade sanctions. These may take several years to resolve 
and result in additional costs. 

Material Traded Market Risk 

Traded market risk arises from the group’s CIB activities and is material but well managed. 

Non-traded interest-rate risk is generated by personal banking and commercial banking, credit 
cards and treasury. Interest rate sensitivity benefits from hedges, without which sensitivity 

would be higher. Modelled sensitivities decreased in 2019 due to targ eted actions.  

Market Risk 

(GBPm) 2019 2018 

Regulatory VaRa 119 129  

Stressed VaRa 355 355 

Incremental risk charge 283 219 

FVOCI book non-
traded VaRb 

53 61 

NII/equity sensitivity to 
+25bp 

45/ 
-607 

88/  
-554 

NII/equity sensitivity to 
-25bp 

-135/ 
546 

-149/ 
513  

a 99%, 10-day holding, highest 
b
 95%, 1-day holding, highest 

FVOCI: Fair value through other comprehensive 
income; NII: Net interest income; VaR: Value at 
risk. 
Source: Fitch Ratings, Barclays 

UK
55%

US
32%

Europe
8%

Asia
4% Other

1%

Source: Fitch Ratings, Barclays

Income by Geography (2019) 

Note: excluding head office and other CIB. 
Source: Fitch Ratings, Barclays

Income by Business (2019)
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Key Financial Metrics – Latest Developments 
Low-Risk Mortgages; Higher-Risk Cards 

Barclays’s UK mortgage portfolio, accounting for GBP143.3 billion at end-2019, has been 
performing very well in 2019, with no signs of stress, low arrears rates (0.2% more than 90 

days past due) and low charge-off rates (0.6% annualised gross charge-off rate in 2019). The 
book’s average loan-to-value (LTV; 51%), and new lending LTVs provide a buffer against a 

decline in house-prices. Buy-to-let home loans comprise a moderate 14% of the UK home loan 
portfolio. The bank also has a small GBP6 billion mortgage book in Italy, which it is running 

down.  

Although 11% of home loans are classified as Stage 2, the associated potential losses are low, 
as shown by the severe downside scenario used in the group’s IFRS 9 modelling. In a scenario 

where house prices fall by over 30%, the model indicates credit losses of GBP190 million more 
than expected when compared to the weighted scenario outcome. The resilience of this 

portfolio is also echoed by the 2019 Bank of England stress test.  

The UK cards portfolio of GBP16.5 billion is seasoned and diverse. Performance metrics (0.8% 
90-day arrears, 1.6% gross write-offs, 1.5% balances in forbearance) improved slightly yoy in 

2019, but the portfolio remains relatively vulnerable to a potential stress. The US cards 
portfolio, accounting for GBP22.0 billion, is performing slightly worse than Barclaycard UK, 

based on delinquency (1.4% 90 day arrears) and write-offs (4.5%). Risk appetite in this 
portfolio has moderated over the last years with the bank targeting better-quality customers 

through partnership cards, and the sale of a subprime portfolio in 2017.  

The IFRS 9 downside scenario shows the potential for a higher-than-expected GBP2.5 billion 
loss on credit cards, unsecured loans and other retail lending  compared to the weighted 

scenario outcome. These arise mainly from higher coverage of Stage 2 exposures and 
migration from Stage 1 to Stage 2. We do not currently expect the stress caused by the 

pandemic to trigger impairments of this magnitude, given a less pessimistic economic outlook, 
government measures to support borrowers, and the low interest rate environment, but much 

will depend on the length of the disruptions and the longer-term impact on unemployment.   

Diversified Wholesale Exposure; Pressure Building  

Corporate loans (GBP130.3 billion) are diversified by industry and are of good quality , with 
75% of net loans having less than a 0.6% probability of default based on Barclays’s internal 

ratings at end-2019. Overall, concentrations are well managed and risk controls strong, but 
given the extreme fall in economic activity since lockdowns in the group’s main markets began, 

we believe that pressures on the quality of the corporate exposure will build.  

Barclays is an important participant in the leveraged finance market, especially in the US. Fitch 
regards this exposure as vulnerable to the current market disruptions, which will affect 

Barclays’s ability to distribute its exposures and the price at which it can do so.  

We believe pressure will probably also emerge from the group’s exposure to natural 
resources. We expect some of the sectors that are under pressure due to pandemic-related 

disruptions, such as hospitality and leisure and the retail trade, to have been tightened in 
preparation for Brexit. UK commercial real estate exposure was a moderate GBP9 billion at 

end-2019 (2.8% Stage 3 ratio). UK SME exposure is biased towards the agricultural sector, a nd 
well collateralised.  

The debt in Barclays’s GBP140 billion debt securities portfolio is predominantly to either 

public sector entities or US agencies, or is mortgage-backed. We expect the GBP39 billion 
debt securities to corporate and other issuers to be of lower credit quality. At end-2019 the 

group still had about GBP1 billion equity securities not held for trading, relating to the residual 
stake in Absa Group Limited (BB/Negative).  

Economic Slowdown Is Main Risk to Earnings and Profitability  

Fitch expects underlying revenue growth to be challenging in 2020, following disruptions to 
economic activity and lower interest rates. However, wider bid/offer spreads and market 

volatility should be beneficial for sales and trading revenue in the CIB, in the absence of lapses 
in risk controls. Cost-reduction targets were achieved in 2019. Further savings are planned to 

-1.5

-0.5

0.5

1.5

2.5

2017 2018 2019

RoRWA ex. specific items
specific items
pre-tax RoRWA
a-score threshold

Specific items: litigation, discontinued 
operations, GMP charge;
Source: Fitch Ratings, Barclays
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be reinvested for growth, which gives the bank some flexibility to react in a weaker revenue 
environment. We expect impairment charges to rise from a moderate 24% of operating profit 

before impairment and conduct in 2019.  

The group’s profitability improved in 2019, driven by higher income (+2%), lower total 
operating expenses (-5%) and moderate credit impairment charges. The CIB’s profitability 

improved, but its return on RWAs (RoRWAs) of 1.7%, excluding conduct and a one-off gain, 
remains the weakest among the main divisions. Barclays UK incurred high costs for payment 

protection insurance redress. Excluding these, its RoRWA improved to 3.5%, benefitting from 
increased cost efficiency. Profitability was broadly stable at 3.1% RoRWA in Consumer Cards 

& Payments, where higher income was more than offset by higher impairment charges and 
operating expenses. 

Capitalisation and Leverage at Risk; Solid Starting Point 

Barclays’s reported a CET1 ratio of 13.8%, including IFRS 9 transitional arrangements, which is 
broadly comparable to global trading and universal bank peers and above the internal 13.5% 

target. A downward revision of the UK countercyclical buffer to 0% of RWA for Barclays in 
March 2020 has increased the group’s buffer to about 230bp over requirements.  

We see this buffer as at risk from weaker profit and other comprehensive income generation, 

as well as from RWA inflation from rating migration and draw-downs on committed credit 
lines, in part offset by a likely fall in demand for new lending. In 1Q 20 there will also be a small 

RWA increase from the implementation of the revised securitisation framework, and phasing -
in of IFRS 9 transitional arrangements. The announced cancellation of remaining dividends for 

2019, interim dividends for 2020, dividend accrual and share buy -backs in 2020 at the 
regulators’ recommendation will help offset capital erosion.  

In the Bank of England’s latest stress test Barclays showed a 5.7% draw-down from the end-

2018 transitional CET1 ratio. The drawdown was reduced to 1.9% by management actions and 
AT1 conversion. We do not currently expect disruptions to lead to a similar-scale draw-down, 

or to trigger AT1 instruments– although ultimately this will depend on the length and severity 
of the health crisis. Following the UK’s Prudential Regulation Authority ’s guidance, banks will 

not consider coronavirus relief through systems such as mortgage payment holidays, 
restructuring of the original terms, or as triggers for Stage 2 or default, which will mitigate 

damage to profitability and RWAs. Other economic conditions, particularly interest rates, and 
potentially the speed of economic recovery, should also be less stressful than the regulatory 

scenario. 

The CRR leverage ratio of 4.5% is comparable to European Global Trading and Universal 
Banks but lower than most large European peers. We believe the bank has reasonable 

flexibility to manage these ratios through reduction in the denominator and issuance if 
needed. 

Diversified Funding, Sound Liquidity Management 

Customer deposits made up about half of funding, and their stickiness and low price-sensitivity 

benefits from the bank’s strong retail and corporate franchise.  

Overall reliance on wholesale funding is significant and the group is an active issuer of debt, 
including holding company debt that qualifies for minimum requirement for own funds and 

eligible liabilities (MREL). At end-2019 it had holding-company MREL instruments equivalent 
to 31.2% of RWA, against requirements of 31.3% for 2022. In 2020, it targets GBP7-8 billion 

issuance, lower than in 2019. Moderate near-term issuance needs and high liquidity holdings 
allow for potential delays in volatile funding markets. 

Reliance on short-term wholesale funding has been managed down with 28% of wholesale 

liabilities due within one year at end-2019. These are well covered (5.2 times) by the liquidity 
pool of GBP211 billion. We believe that wholesale funding conditions have eased following 

central bank interventions.  

Capital Ratios 

 2019 2018 

CET1 ratio (IFRS 9 
fully loaded) 

13.5 12.8 

CET1 ratio 
(transitional) 

13.8 13.2 

Tier 1 ratio 
(transitional) 

17.7 17.0 

Total capital ratio 
(transitional) 

21.6 20.7 

CRR leverage (fully-
loaded) 

4.5 4.3 

UK leverage ratio 
(transitional) 

5.1 5.1 

Average UK leverage 
ratio (transitional) 

4.5 4.5 

Note: In 2019 the CET1 ratio benefitted optically 

from a switch from pillar 1 to pillar 2 of the 
operational risk floor. This change boosted the CET1 
ratio by 60bp in 3Q19, but at the same time pillar 2a 

requirements increased 
Source: Fitch Ratings, Barclays 

Capital Requirements  

RWA-based 2020 2019 

CET1 capital 4.5 4.5 

Pillar 2A 3.0 2.7 

CCB 2.5 2.5 

CCyB 0.0 0.5 

G-SIB buffer 1.5 1.5 

Total CET1 
requirements 

11.5 11.7 

AT1  2.5 2.4 

Tier 2 3.3 3.2 

Total capital 17.3 17.3 

Source: Fitch Ratings, Barclays 

Funding and Liquidity  

(End-2019) B BB BB UK 

Liquidity pool 
(GBPbn) 

211 169 42 

LCR (%) 160 141 144 

Note: LCR for BB refers to the domestic liquidity 
sub-group only  
Source: Fitch Ratings, Barclays 
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Summary Financials and Key Ratios 

  31 Dec 19 31 Dec 18 31 Dec 17 31 Dec 16 

 Year end Year end Year end Year end Year end 

 (USDm) (GBPm) (GBPm) (GBPm) (GBPm) 

 
Audited - 

unqualified 
Audited - 

unqualified 
Audited - 

unqualified 
Audited - 

unqualified 
Audited - 

unqualified 

Summary income statement      

Net interest and dividend income 12,443 9,483.0 9,153.0 9,893.0 10,545.0 

Net fees and commissions 8,870 6,760.0 6,809.0 6,814.0 6,768.0 

Other operating income 7,151 5,450.0 5,088.0 4,439.0 4,243.0 

Total operating income 28,464 21,693.0 21,050.0 21,146.0 21,556.0 

Operating costs 20,252 15,434.0 16,243.0 15,456.0 16,338.0 

Pre-impairment operating profit 8,213 6,259.0 4,807.0 5,690.0 5,218.0 

Loan and other impairment charges 2,509 1,912.0 1,468.0 2,336.0 2,373.0 

Operating profit 5,704 4,347.0 3,339.0 3,354.0 2,845.0 

Other non-operating items (net) 13 10.0 155.0 -2,008.0 976.0 

Tax 1,316 1,003.0 911.0 2,240.0 993.0 

Net income 4,401 3,354.0 2,583.0 -894.0 2,828.0 

Other comprehensive income -736 -561.0 248.0 -498.0 3,988.0 

Fitch comprehensive income 3,665 2,793.0 2,831.0 -1,392.0 6,816.0 

      

Summary balance sheet      

Assets      

Gross loans 417,324 318,047.0 316,867.0 318,067.0 397,404.0 

- Of which impaired 10,396 7,923.0 8,503.0 5,994.0 6,491.0 

Loan loss allowances 8,277 6,308.0 6,770.0 4,652.0 4,620.0 

Net loans 409,047 311,739.0 310,097.0 313,415.0 392,784.0 

Interbank 12,628 9,624.0 10,575.0 10,633.0 44,718.0 

Derivatives 300,791 229,236.0 222,538.0 237,669.0 346,626.0 

Other securities and earning assets 439,433 334,896.0 315,464.0 379,504.0 236,384.0 

Total earning assets 1,161,899 885,495.0 858,674.0 941,221.0 1,020,512.0 

Cash and due from banks 197,161 150,258.0 177,069.0 171,082.0 102,353.0 

Other assets 137,088 104,476.0 97,540.0 20,945.0 90,261.0 

Total assets 1,496,148 1,140,229.0 1,133,283.0 1,133,248.0 1,213,126.0 

      

Liabilities      

Customer deposits 525,364 400,385.0 380,672.0 390,996.0 423,178.0 

Interbank and other short-term funding 241,424 183,992.0 202,910.0 247,325.0 165,560.0 

Other long-term funding 188,662 143,781.0 145,972.0 135,512.0 53,580.0 

Trading liabilities and derivatives 349,188 266,120.0 257,525.0 275,696.0 415,495.0 

Total funding 1,304,638 994,278.0 987,079.0 1,049,529.0 1,057,813.0 

Other liabilities 104,956 79,988.0 78,903.0 13,512.0 79,453.0 

Preference shares and hybrid capital  16,263 12,394.0 14,374.0 15,242.0 13,914.0 

Total equity 70,290 53,569.0 52,927.0 54,965.0 61,946.0 

Total liabilities and equity 1,496,148 1,140,229.0 1,133,283.0 1,133,248.0 1,213,126.0 

Exchange rate  USD1 = 
GBP0.76211 

USD1 = 
GBP0.78768 

USD1 = 
GBP0.74011 

USD1 = GBP0.8129 
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Summary Financials and Key Ratios 

 31 Dec 19 31 Dec 18 31 Dec 17 31 Dec 16 

Ratios (annualised as appropriate)     

     

Profitability     

Operating profit/risk-weighted assets 1.5 1.1 1.1 0.8 

Net interest income/average earning assets 1.0 1.0 1.0 1.0 

Non-interest expense/gross revenue 71.4 77.4 73.3 76.0 

Net Income/average equity 6.1 4.9 -1.5 4.7 

     

Asset quality     

Impaired loans ratio 2.5 2.7 1.9 1.6 

Growth in gross loans 0.4 -0.4 -20.0 -1.7 

Loan loss allowances/impaired loans 79.6 79.6 77.6 71.2 

Loan impairment charges/average gross loans 0.6 0.5 0.6 0.6 

     

Capitalisation     

Common equity Tier 1 ratio 13.8 13.2 13.3 12.4 

Fully loaded common equity tier 1 ratio 13.5 12.8 13.3 12.4 

Tangible common equity/tangible assets 4.0 4.0 4.1 4.5 

Basel leverage ratio 4.5 4.3 4.5 4.6 

Net impaired loans/Common equity Tier 1 4.0 4.2 3.2 4.1 

     

Funding and liquidity     

Loans/customer deposits 79.4 83.2 81.4 93.9 

Liquidity coverage ratio 160.0 169.0 154.0 131.0 

Customer deposits/funding (excluding derivatives, 
including pref. shares & hybrids) 

51.5 48.7 47.3 57.9 

Net stable funding ratio n.a. n.a. n.a. n.a. 

Source: Fitch Ratings, Fitch Solutions, Barclays plc 
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No Ratings Uplift from Sovereign Support 
The UK has implemented legislation and regulations to provide a framework that requires 

senior creditors to participate in losses for resolving even large banking groups. Ratings reflect 
Fitch’s view that senior creditors of the group cannot rely on extraordinary support from the 

sovereign in the event that it becomes non-viable. 

 

Subsidiary and Related Company Ratings 
BB, BBUK  

The VRs of the two main operating banks, BB and BBUK, reflect their standalone credit 
profiles, which include the benefit of ordinary support from the group. BBUK operates a 

simple, domestically focused, retail and SME banking business model, has solid asset quality 
and stable funding dominated by granular deposits. BB is the larger operating bank by balance 

sheet and houses the corporate and investment bank (CIB) and the international cards and 
payments businesses.  

We differentiate between a RWN on BB’s ‘A+’ Long-Term IDR, Derivative Counterparty 

Rating (DCR) and senior debt ratings and a Negative Outlook on BBUK’s ‘A+’ Long-Term IDR. 
BBUK has, in our view, more headroom to absorb the current challenges given its simple retail- 

and business-banking business model and strong deposit franchise 

The Long-Term IDRs and senior debt ratings of BB and BBUK are rated one notch above their 
respective VRs, and one notch above the holdco IDR. This is because of sufficiently large  

buffers of internal and external junior debt, which can protect both banks ’ external senior 
unsecured creditors from default in case of failure. 

Barclays Bank Ireland, Barclays Capital Inc 

The Long- and Short-Term IDRs of Barclays Bank Ireland (BBI) and Barclays Capital Inc (BCI) 
are equalised with their parent, BB’s IDRs, which reflects our view of an extremely high 

likelihood that the subsidiaries would be supported if needed. Their Long-Term IDRs are 

Support Rating Floor

Typical D-SIB SRF for sovereign's rating level (assuming high propensity)

Actual country D-SIB SRF

Support Rating Floor:

Support Factors

Sovereign ability to support system

Size of banking system relative to economy

Size of potential problem

Structure of banking system

Liability structure of banking system

Sovereign financial flexibility (for rating level)

Sovereign propensity to support system

Resolution legislation with senior debt bail-in

Track record of banking sector support

Government statements of support

Sovereign propensity to support bank

Systemic importance

Liability structure of bank

Ownership

Specifics of bank failure

Policy banks

Policy role

Funding guarantees and legal status

Government ownership







NF

NF

Value

Positive







A or A-

Negative



Neutral
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United Kingdom 

equalised with BB plc’s IDR rather than its VR because we expect sufficient internal loss-
absorbing buffers to protect the subsidiaries ’ senior creditors if the group fails. 

BBI houses BB plc’s EU operations (mainly corporate and investment banking, credit cards, 

private banking and legacy Italian mortgages), with the aim of avoiding business disruption 
following the UK’s departure from the EU.   

BCI is the broker dealer and futures commission merchant that services BB ’s US-domiciled 

CIB clients, and a material operating entity of the Barclays group in the US.  

Fitch views the businesses conducted out of BCI and BBI as core to the group and in particular 
to the CIB’s client relationships and strategy, which provides a strong incentive for BB to 

support them. BBI and BCI are highly integrated with BB plc in management, governance and 
common group risk policies. Supervision and requirements mean that capital and liquidity of 

are not fully fungible, but balance sheet and funding integration is significant. 

Issue Ratings  

Senior, subordinated and hybrid instruments 

Rating Level Long-Term Rating 

Senior Debt (holdco) A/RWN 

Senior Debt (opco) A+/RWN 

Tier 2 subordinated debt  BBB+/RWN 

Legacy upper Tier 2 debt BBB/RWN 

Additional Tier 1 notes, preference shares, 
legacy Tier 1 

BBB-/RWN 

Source: Fitch Ratings 

 

Subordinated debt and other hybrid capital issued by BB and Barclays are all notched down 
from their respective VRs, in accordance with Fitch’s assessment of each instrument’s 

respective non-performance and relative loss severity risk profiles.  

Barclays’s and BB’s subordinated Tier 2 debt are rated two notches below the VRs for loss 
severity, reflecting below-average recoveries. This includes contingent convertible Tier 2 

notes where we believe there is no incremental non-performance risk.  

BB’s legacy Upper Tier 2 instruments are rated lower, at three notches below the VR, due to 
incremental non-performance risk. 

Additional Tier 1 instruments and preference shares with no constraints on coupon omission 

are rated four notches below the VRs. The issues are notched down twice for loss severity, 
reflecting their deep subordination and poor recovery prospects as the instruments can be 

converted to equity or written down well ahead of resolution. In addition, they are notched 
down twice for high non-performance risk due to fully discretionary coupon omission. We 

expect the group to maintain a buffer of 100bp or higher over regulatory requirements that 
would restrict its ability to pay coupons on these instruments. 
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United Kingdom 

Environmental, Social and Governance Considerations 
The highest level of ESG credit relevance is a score of ‘3’. ESG issues are credit-neutral or have 

only a minimal credit impact on Barclays and other group entities either due to their nature or 
the way in which they are being managed. For more information on Fitch’s ESG Relevance 

Scores, visit www.fitchratings.com/esg. 

 

 
 

 

  

Banks
Ratings Navigator

Credit-Relevant ESG Derivation

Environmental (E)

Social (S)

Governance (G)

Sector-Specific Issues

n.a.

n.a.

n.a.

n.a.

Impact of extreme weather events on assets and/or operations and 

corresponding risk appetite & management; catastrophe risk; credit 

concentrations

General Issues

GHG Emissions & Air Quality

Energy Management

Water & Wastewater Management

Waste & Hazardous Materials 

Management; Ecological Impacts

Exposure to Environmental 

Impacts

1

1

1

1

2

Management Strategy

Governance Structure

Group Structure

Financial Transparency

General Issues

Operational implementation of strategy

Board independence and effectiveness; ownership concentration; 

protection of creditor/stakeholder rights; legal /compliance risks; 

business continuity; key person risk; related party transactions

Organizational structure; appropriateness relative to business model; 

opacity; intra-group dynamics; ownership

Quality and frequency of financial reporting and auditing processes

Sector-Specific Issues

3

1 Irrelevant to the entity rating and irrelevant to the sector.

How to Read This Page

ESG scores range from 1 to 5 based on a 15-level color gradation. Red (5) is

most relevant and green (1) is least relevant. 

The Environmental (E), Social (S) and Governance (G) tables break out the

individual components of the scale. The left-hand box shows the aggregate E,

S, or G score. General Issues are relevant across all markets with Sector-

Specific Issues unique to a particular industry group. Scores are assigned to

each sector-specific issue. These scores signify the credit-relevance of the

sector-specific issues to the issuing entity's overall credit rating. The Reference

box highlights the factor(s) within which the corresponding ESG issues are

captured in Fitch's credit analysis.

The Credit-Relevant ESG Derivation table shows the overall ESG score. This

score signifies the credit relevance of combined E, S and G issues to the

entity's credit rating. The three columns to the left of the overall ESG score

summarize the issuing entity's sub-component ESG scores. The box on the far

left identifies the [number of] general ESG issues that are drivers or potential

drivers of the issuing entity's credit rating (corresponding with scores of 3, 4 or

5) and provides a brief explanation for the score.  

Classification of ESG issues has been developed from Fitch's sector and sub-

sector ratings criteria and the General Issues and the Sector-Specific Issues

have been informed with SASB's Materiality Map.

Sector references in the scale definitions below refer to Sector as displayed in

the Sector Details box on page 1 of the navigator.

5

4

3

2

1

CREDIT-RELEVANT ESG SCALE

How relevant are E, S and G issues to the overall credit rating?

5
Highly relevant, a key rating driver that has a significant impact on 

the rating on an individual basis. Equivalent to "higher" relative 

importance within Navigator.

4
Relevant to rating, not a key rating driver but has an impact on the 

rating in combination with other factors. Equivalent to "moderate" 

relative importance within Navigator.

3
Minimally relevant to rating, either very low impact or actively 

managed in a way that results in no impact on the entity rating. 

Equivalent to "lower" relative importance within Navigator.

2 Irrelevant to the entity rating but relevant to the sector.

Reference

5

4

3

2

1

E Scale

5

4

3

2

1

Operating Environment; Company 

Profile; Management & Strategy; Risk 

Appetite

n.a.

n.a.

n.a.

n.a.

Company Profile; Management & 

Strategy; Risk Appetite; Asset Quality

Company Profile; Management & 

Strategy; Risk Appetite

Reference S Scale

G Scale

5

1

3

S Score

G Score

Sector-Specific Issues

Services for underbanked and underserved communities: SME and 

community development programs; financial literacy programs

Management & Strategy

Management & Strategy; Earnings & 

Profitability; Capitalisation & Leverage

2

2

Reference

Company Profile

Management & Strategy

Company Profile; Financial Profile

Company Profile; Management & 

Strategy

n.a.

Impact of labor negotiations, including board/employee compensation 

and composition

n.a.

Shift in social or consumer preferences as a result of an institution's 

social positions, or social and/or political disapproval of core banking 

practices

Human Rights, Community 

Relations, Access & Affordability

Customer Welfare - Fair 

Messaging, Privacy & Data 

Security

Labor Relations & Practices

Employee Wellbeing

Exposure to Social Impacts

General Issues

Compliance risks including fair lending practices, mis-selling, 

repossession/foreclosure practices, consumer data protection (data 

security)











E Score

3 4

3

2

12

3

3



Overall ESG Scale

Barclays plc

not a rating driver

4 issues

5 issues

Barclays plc has 5 ESG potential rating drivers

Barclays plc has exposure to compliance risks including fair lending practices, mis-selling, repossession/foreclosure practices, consumer data protection (data security) but this has very low 

impact on the rating. 

key driver 0 issues

driver 0 issues

potential driver 5 issues

Governance is minimally relevant to the rating and is not currently a driver.



 

Rating Report  │  21 April 2020 fitchratings.com 11 

 

  

 
Banks 

Universal Commercial Banks 

United Kingdom 

 

 

 

 

 

 

 

 

 

 

The ratings above were solicited and assigned or maintained at the request of the rated 
entity/issuer or a related third party. Any exceptions follow below. 
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