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Who we are

Standard Chartered is a leading international
banking group. Our heritage and values are
expressed in our brand promise, Here for good.
We operate in 63 markets worldwide, including some of
the world's most dynamic. More than 80 per cent of our
iIncome and profits are derived from Asia, Africa and the
Middle East. Our businesses serve four client segments
N four regions, supported by seven global functions.

Europe &
Americas

Read more
on page 26

Greater China
& North Asia

Read more
on page 23

About this report

Sustainability reporting is embedded across our Annual Report and Accounts and is also
available in consolidated form in our Sustainability Summary at sc.com/sustainabilitysummary

The Group uses a number of alternative performance measures in the discussion of
its performance. These measures exclude certain items which management believe
are not representative of the underlying performance of the business and which distort
period-on-period comparison. They also provide the reader with insight into how
management measures the performance of the business.

For more information please visit sc.com

Further information is available where you see these icons:

Additional information can be @StanChart
found within the report

Africa &
Middle East ASEAN &

Read more South Asia

on page 25 > Read more
on page 24

linkedin.com/company/standard-chartered-bank

+ More information is available online

Photo competition

Our aim was to make this year’'s
annual report as engaging and
diverse as possible. As part of
this, we invited all colleagues to
participate in a photo competition.
The top three entrants can be
found on the front cover, and
there is further information

on page 309
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facebook.com/standardchartered

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

Those disclosures marked ‘unaudited’ are not within the scope of KPMG LLP’s audit.

Unless the context requires, within this document, ‘China’ refers to the People’s Republic of China and, for the purposes
of this document only, excludes Hong Kong Special Administrative Region (Hong Kong), Macau Special Administrative
Region (Macau) and Taiwan. ‘Korea’ or ‘South Korea'’ refers to the Republic of Korea. Greater China & North Asia
(GCNA) includes China, Hong Kong, Japan, Korea, Macau and Taiwan; ASEAN & South Asia (ASA) includes Australia,
Bangladesh, Brunei, Cambodia, India, Indonesia, Laos, Malaysia, Myanmar, Nepal, Philippines, Singapore, Sri Lanka,
Thailand and Vietnam; and Africa & Middle East (AME) includes Bahrain, Egypt, Irag, Jordan, Lebanon, Oman,
Pakistan, Qatar, Saudi Arabia and the United Arab Emirates (UAE).

Within the tables in this report, blank spaces indicate that the number is not disclosed, dashes indicate that the number
is zero and nm stands for not meaningful.

Standard Chartered PLC is headquartered in London. The Group’s head office provides guidance on governance and
regulatory standards. Standard Chartered PLC stock codes are: HKSE 02888; LSE STAN.LN; and BSE/NSE STAN.IN.



OUR PURPOSE AND PROGRESS

At Standard Chartered our purpose

S 10 drive commerce and

through our unique diversity

orosperity

In this report we describe our progress in realising this goal and the strategic objectives
we are pursuing to strengthen our business, get closer to our clients and fulfil the
Group’s potential. We gauge our annual progress against a set of Group key performance
indicators (KPls), summarised below, as well as Client segment KPIs, some of which are

shown on pages 18 to 21

Throughout this report, we use these icons to represent the different stakeholders groups for whom we create value.

Read more on page 13

Investors

Regulators and
governments

Clients

FINANCIAL KPIs

Common Equity Tier 1 ratio

183.6% ¢

> Read more on page 05

Return on equity

Underlying basis

1./%2..

Statutory basis

Total shareholder return

17.6%¢..

> Read more on page 05 > Read more on page 05

OTHER FINANCIAL MEASURES

Profit before tax

Underlying basis

$2 ,ZH 5m ?90/

Statutory basis

Operating income

$14,289m 2

Underlying basis

$14,425m

Statutory basis

> Read more on page 29

> Read more on page 29

Contents

@ Colleagues

Society

NON FINANCIAL KPIs

Diversity and inclusion:
women in senior roles

20.7% 2.

> Read more on page 39

Employee engagement

5 ' 9% 'q?l@%

> Read more on page 39

Earnings per share

47. 2 C@FT[S ﬁ% cents

Underlying basis

285 cents ? cents

Statutory basis

> Read more on page 29
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STRATEGIC REPORT Our business

What we do

Serving client segments
with differentiated expertise

Global

Corporate & Institutional Banking

Serving over 5,300 large corporations, governments, banks

and investors.

Operating income

$6,496m $6,523m

Underlying basis Statutory basis

Regional

Commercial Banking

Supporting over 40,000 local corporations and medium-

sized enterprises across Asia, Africa and the Middle East.

$1,329m

Statutory basis

Operating income

$1,333m

Underlying basis

Central & other items (segment)

Read more about our client segments’
performance on pages 18 to 21

Private Banking

Helping 7,000 high-net-worth individuals manage, preserve
and grow their wealth.

Operating income

$500m

Underlying basis

$500m

Statutory basis

Retail Banking

Serving over nine million individuals and small businesses.

Operating income

$4,834m  $4,903m

Underlying basis Statutory basis

Total operating income

Operating income

$1126m  $1,170m

$14,289m $14,425m

Underlying basis Statutory basis Underlying basis Statutory basis
Global functions
Our clientfacing businesses are supported  Human Resources  Legal IT & Operations

by seven global functions, which work
together to ensure the Group’s
day-to-day operations run smoothly and
are compliant with banking regulations.

Standard Chartered
Annual Report 2017

Recruits and builds talent ~ Enables sustainable
while providing learning
and development
opportunities to

business and protects
the Group from

legal-related risk and technology

motivate colleagues infrastructure
7 % 3
m = aia -

Responsible for the
Group’s operations,
systems development



Where we do it

Bulding a sustainable
buSINESS IN dynamic economies

Risk & Compliance
Responsible for the
sustainability of our business
through good management
of risk across the Group

and ensuring that business
is conducted in line with
regulatory expectations

)|

Greater China & North Asia

Serving clients in China, Hong Kong, Korea, Japan,
Taiwan and Macau. The Group’s largest region by income.

Operating income

$5,616m $5,613m

Underlying basis Statutory basis

Africa & Middle East

Present in 25 markets, of which the most sizeable by
income are the UAE, Nigeria, Pakistan and Kenya.

Operating income

$2,764m  $2,764m

Underlying basis Statutory basis

Central & other items (region)

Read more about our regions’
performance on pages 23 to 26

ASEAN & South Asia

Our largest markets in ASEAN & South Asia by income
are Singapore and India. We are active in all 10 ASEAN
countries.

Operating income

$3,833m $3,870m

Underlying basis Statutory basis

Europe & Americas

Centred in London and New York with a presence across
both continents. Key income originator for the Group.

Operating income

$1,601Tm  $1,596m

Underlying basis Statutory basis

Total operating income

Operating income

$475m

Underlying basis

$582m

Statutory basis

Group COO

Provides control and
governance to operating
platforms and processes,
ensuring operating efficiency

Group CFO

Incorporates seven support
functions: Finance, Treasury,
Strategy, Investor Relations,
Corporate Development,
Supply Chain and Property.
The leaders of these functions
report directly to Andy Halford,

$14,289m $14,425m

Underlying basis Statutory basis

Corporate Affairs & Brand
and Marketing

Manages the Group’s
communications and engagement
with stakeholders in order to
protect and promote the Group’s
reputation, brand and services

Group Chief Financial Officer
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STRATEGIC REPORT Chairman’s statement

Group Chairman’s statement

Focused on unlocking potential
while strengthening culture and resllience

In my statement last year — my first as
Chairman of the Group — | committed to
focus my efforts on three priorities: helping
the Group to unlock its true potential;
improving its resilience to shocks; and
ensuring excellent governance and the
highest ethical standards. This is critical to
achieving sustainable, long-term growth
and improving long-term value.

Unlocking the Group’s potential

The Group’s underlying profit before tax
trebled in the last year. This is encouraging
given that the extraordinary engine that
sits within the Group is not yet firing on
allits cylinders, but we must improve the
result further.

To increase the Group’s returns over the
medium term, we need to grow income in a
strong, safe and sustainable manner, while
maintaining both cost and capital discipline.
We are confident that we can do this.

There are clear links between the global
economy, international banks and trade that
are fundamentally tied to global growth and
prosperity. As one of the world’s top-three
trade banks, the Group is ideally positioned
to benefit from the opportunities that the
continuing recovery in global trade will bring.

NLET-RVEIS
Group Chairman

Standard Chartered
Annual Report 2017

Banking plays a crucial role at the heart of
the economy and in the lives of individuals.
We are privileged to be present in some of
the most exciting and dynamic economies
in the world, which are inhabited by two-
thirds of the world’s population. This unique
position brings with it a tremendous
responsibility. Our obligation is to carry

out our business in a way which not only
provides returns for our shareholders but
also delivers good things for society: our
clients, communities, and people. All of our
extensive work in our markets to improve
standards of conduct and control is aimed
at helping to improve the lives of people

in the communities where we work,
through enabling sustainable growth.

We complement this with our successful
health and education programmes such as
Seeing is Believing (seeingisbelieving.org)
and Goal (sc.com/goalprogramme).

Improving our resilience

We have experienced a decade of lower
economic growth, subdued world trade,
low interest rates, stricter regulation and
increasing competition, including from
the technology sector. Recent political
controversies about globalisation have
further complicated the situation.

Yet, as Bill Winters describes in his review,
many indicators are now changing in a
positive direction. Economic forecasts have
been upgraded again, with global growth
broadening and projected to improve this
year and next, and world trade continues to
advance at a healthy pace. It is up to us to
continue working hard to identify and seize
the opportunities as they arise, becoming
more competitive, embracing technological
change and innovation, and continuing to
develop attractive value propositions for
our clients.

At the same time, we should be mindful

of the risks around this favourable outlook.
These range from the geopoalitical situations
in North Korea and the Middle East, and
protectionist fears, to those stemming from
the challenges of normalising monetary
policy in an environment of elevated market
valuations and high leverage. The realisation
of some of these risks could provoke sharp
market corrections, undermine the global
recovery and adversely affect emerging
markets that are more leveraged or exhibit
weaker fundamentals. It is essential that we
continue our efforts to increase the Group’s
resilience to such potential shocks.

| believe the completion by international
standard setters of the international regulatory
capital framework for banks, known as
Basel lll, is a positive development for the
industry overall. Aithough banks, as well as
their investors and clients, do not yet know
precisely how the rules will be applied in
practice, having the framework in place

is an important step towards a more
resilient banking system that supports

the real economy.

Against this backdrop, the Group’s
strengthening position was evident in several
respects in 2017. The quality of our balance
sheet improved significantly, loan impairment
reduced to around half the level it was in
2016, and we passed what was considered
the toughest Bank of England stress test to
date. Itis critical that we maintain the focus
and progress into 2018 while — as | said at
this time last year — being willing to adapt
and make the necessary decisions as
conditions evolve.



Financial KPIs

Underlying return on equity (RoE)

Aim Deliver sustainable improvement in the
Group’s profitability as a percentage of the value
of shareholders’ equity

8 ' 5% gObps

2015 0.4%

2016 0.3%

2017

Analysis Underlying RoE of 3.5 per cent in 2017
was a substantial improverment on 0.3 per cent
in 2016 but further progress is required

The underlying profit attributable to ordinary shareholders
expressed as a percentage of average ordinary
shareholders’ equity

Capital ratio

Aim Maintain a strong capital base and
a Common Equity Tier 1 (CET1) ratio
of 12 to 13 per cent

13.0%®

2016 13.6%

@®

2015

2017 13.6%

Analysis The Group’s CET1 ratio remained
at 13.6 per cent — above the top end of the range

The components of the Group’s capital are summarised
on page 183

Total shareholder return (TSR) @

Aim Deliver a positive return on shareholders’
investment through share price appreciation
and dividends paid

/I 7. 6% %bps

2015

2016

2017

Analysis The Group’s TSR in the full year 2017
was 17.6 per cent, compared to 17.7 per cent
in 2016 and negative 35.4 per cent in 2015
Combines simple share price appreciation with dividends

paid to show the total return to the shareholder and is
expressed as a percentage

Ensuring excellent governance

The independent, externally facilitated

Board evaluation that | commissioned
shortly after becoming Chairman concluded
that the Board is operating effectively and
provided useful ideas on how to maximise its
leadership to the Group. More details can be
found in the Directors’ report.

Towards the end of the year, following the
departure of Dr Kurt Campbell, Dr Ngozi
Okonjo-Iweala joined us as an independent
non-executive director. Ngozi has significant
geopoalitical, economic, risk and development
experience at a government level and in
international organisations. She twice served
as Finance Minister in Nigeria, Africa’s largest
economy and one of our most significant
African markets, and was part of the senior
leadership of the World Bank. | would like to
take this opportunity to thank Kurt for his
significant contributions to the Group, and
welcome Ngozi to the Board.

We also recently announced the appointment
of Christine Hodgson as Senior Independent
Director of the Group, in addition to her
current role as Chair of the Remuneration
Committee. Christine takes over this role from
Naguib Kheraj, who will remain as Deputy
Chairman and Chair of the Audit Committee.

Embedding a culture of
ethical banking

Deeply embedding a culture of ethical
banking will ensure we are able to deliver

for our investors, our clients, our colleagues
and our communities. Good conduct —
doing business in the right way — can, and
will, be a powerful differentiator for our Group.

Since | wrote to you in the 2017 Half Year
Report, | have continued to travel extensively
across our franchise, meeting our clients,
colleagues, investors, regulators and other
stakeholders. This has reinforced for me
what an extraordinary organisation we have,
with talented and dedicated colleagues and
remarkably strong client relationships.

As part of our focus on brand and culture

in 2017, we engaged with our colleagues
around the world to identify the essence of
what we stand for, who we are and how we
need to behave to deliver our full potential.
This led to our invigorated purpose statement
— “Driving commerce and prosperity through
our unique diversity” —and a refreshed set of
valued behaviours. These are designed to
support the Group’s desired culture, drive
our transformation and increase our returns
and resilience.

The Board continues to oversee far-reaching
changes to transform the Group’s response
to financial crime. This is a critical journey, and
we must remain focused on delivering this
transformation to provide the foundation for a
strong, sustainable business in the long term.

Dividend

In recognition of our increased confidence in
the prospects for the Group, | am pleased
to report that we are recommending the
resumption of dividends with an 11 cent

per share distribution in respect of 2017.

The Board understands the importance of
the ordinary dividend to shareholders and
intends to increase the full year dividend

per share over time taking into account the
earnings outlook, group and local regulatory
capital requirements and opportunities to
invest to grow the business.

Conclusion

This is an exciting time to be at Standard
Chartered. | remain convinced that if we
work hard, with dedication, passion and
creativeness to seize the opportunities ahead
of us, our future will be bright. | look forward
to updating you on our progress in our 2018
Half Year Report.

s>

José Vinals
Group Chairman

27 February 2018
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Group Chief Executive’s

STRATEGIC REPORT review

Group Chief Executive’s review

A year of progress
on a path that is now clear

In 2015, we set out a strategy designed to
address our performance issues and
reposition our business for success. We
needed to secure our foundations, become
lean and focused, and continually invest and
innovate. Thanks to the outstanding efforts
of our 86,000 colleagues around the world,
I am proud to say we are succeeding.
Financial performance in 2017 has been
steady rather than spectacular but has
significantly improved. The trebling of
underlying profits, a strong capital position
and emerging regulatory clarity allows us

to resume paying dividends.

Of course, we have a long way to go. We are
working hard to establish income growth
momentum across all our businesses, and
our return on equity continues to fall short of
our cost of capital. At the time of writing we
are just under halfway to our initial milestone
of 8 per cent underlying return on equity.
Our key investment areas are growing well
and we are encouraged by our start to 2018.
But we are well aware that this franchise

is capable of much more. | would like to
update you on the work we have done so far,
and set out how we intend to build upon our
successes to capture our full potential.

Bill Winters
Group Chief Executive

Standard Chartered
Annual Report 2017

Securing our foundations

Our foundations have been secured. Our
capital and liquidity positions are strong

and our risk appetite is properly calibrated,
with much greater front-line ownership.

Loan impairments are at less than half the
levels of recent years and we have made
substantial progress on the items we set out
for restructuring. Our enhanced resilience
has been confirmed by our performance in
the most recent Bank of England stress tests,
which we passed without caveat. Despite
this progress, we are not complacent and
remain focused on further enhancing the risk
management framework and capabilities

of the Group, particularly in areas such as
cyber security.

Getting lean and focused

We are ahead of our plans to remove
inefficient cost from the business. This
has enabled us to increase investment
significantly while remaining on track to
hold overall expenses flat over the initial
three years of our plan to the end of 2018.

We are also working to instil a culture of
excellence across our organisation. As José
Vifals noted in his Chairman’s statement,

we recently re-set expectations for every
employee of the Group, based on three new
valued behaviours: Do the right thing, Never
settle, and Better together. Taken together
these behaviours will help us to continuously
challenge the way we do things, make better
decisions, and hold each other accountable
for delivery. They will be ingrained into every
aspect of our business as we seek to put the
client experience at the centre of every plan,
every process, and every product offering.
They will also inform our hiring policies and
how we measure individual performance.
We are building a truly client-centric
organisation with no tolerance for
complacency or mediocrity.

Investing and innovating

We have increased the rate of investment

in our business by over 50 per cent since
2015, spending close to $1.5 billion in 2017
to improve our controls and bolster our
franchise capabilities. We have focused on
the areas we set out in 2015: the opening of
China, the digitisation of Retail Banking, the
wealth management needs of the growing
affluent populations across our markets, and
the ongoing development of countries in
Africa. We are beginning to see the pay-back
in terms of client satisfaction and strong
income momentum in these areas, which
together with our highly relevant network
offering and strong brand are the foundations
for our future. We were convinced these were
the areas of our competitive advantage in
2015 and we believe it even more so today.

Technology is already changing the financial
services landscape, reflecting evolving client
expectations. While it threatens the status
quo in some respects it will also be a source
of relative advantage for us. Our presence

in more than 60 markets gives us an
unparalleled opportunity to test and refine
new concepts in single locations before rolling
them out across many. We are doing this in
Cote d'lvaire currently, trialing a purely digital
retail banking offering. And as one of the
world’s leading trade banks we are ideally
placed to drive a better client experience
and higher returns for our shareholders by
utilising new technologies. For example, we
are using blockchain technology to streamline
cross-border payments as part of the first
live, real-time payments corridor between
Singapore and India that we initiated in 2017.
We will expand this capability to five more
pairs of countries in 2018.



New valued behaviours
1 —

1. Do the right thing
2. Never settle

3. Better together

Invested in 2017

4 $1 Obn
L1
2016: $1.4bn
2015: $0.9bn

Proportion of Retail Banking income
generated from Priority clients

A5%

2016: 39%
2015: 35%

Proportion of Retail Banking clients that
are digitally active

%
405%
S
2016: 40%
2015: 36%

Business performance

Our Corporate & Institutional Banking
business has been re-positioned around

our core strengths as a global network bank.
This focus enabled us to on-board over 90
mainly OECD-based multinational companies
in 2017. They were attracted by our strength
in the emerging markets where they are
investing. Early incremental income gains
from this cohort are encouraging.

Simon Cooper, the CEQO of this business,
explained at an investor seminar in November
how over the coming years we will grow the
top line further, while improving our efficiency
through cost management, process
improvement and upgrading technology.

He also outlined initiatives to allocate capital
more effectively within the business and
further improve its funding mix. At the same
seminar the new head of our Financial
Markets business Roberto Hoornweg
explained our plans to re-establish it as a
leading risk manager in global markets and
the leading provider in emerging markets.

The Retail Banking business has continued
to attract more affluent clients in core
commercial cities across our footprint and
to improve our digital offering. We have
successfully targeted Priority clients with
improved wealth and advice products and
amore focused service offering. As a result,
the proportion of income generated from that
segment grew from 39 per cent to nearly
45 per cent in 2017, constituting most of the
business’s 7 per cent income growth in the
year, excluding the effect of exiting Thailand
and the Philippines. Over the same period
the proportion of Retail Banking clients that
are digitally active rose from just under

40 per cent to around 45 per cent.

Ben Hung, who took over as CEO of Retall
Banking in November, will host an investor
seminar later in the first half of this year in
which he will further explain our plans and
ambitions for this business.

The ongoing transformation of our
Commercial Banking business is delivering
results. Enhanced frontline management and
risk monitoring has translated into significantly
lower loan impairment. It has returned to
profitability and is now far better integrated
with the other client segments, which will

help it to generate higher quality and more
sustainable income.

In Private Banking, we have continued to
make significant investments in people and
technology. We are encouraged by the
increase in net new money driven in part by
higher productivity from our new relationship
managers, and in 2018 the business will
target further improvements in both respects.

Group outlook

We believe these business initiatives will help
the Group generate income at a compound
annual growth rate of between 5 and

7 per cent in the medium term, with our
personal banking businesses likely to grow
at a relatively faster rate than our corporate
businesses, given our focus on optimising the
returns from our credit portfolios. We expect
to achieve this growth while tightly managing
costs, which we aim to increase below the
rate of inflation across the Group. The
operating leverage this creates, together
with our continued focus on risks, will enable
us to deliver an underlying return on equity
above 8 per cent in the medium term.

Continued focus on conduct

Group-wide awareness of our collective
responsibility to our clients and the
communities that we serve has tangibly
improved. We have developed and
implemented a framework defining and
identifying good conduct, and | have made it
a strategic priority in 2018 for every segment
and region rigorously to review, refine and
strengthen our conduct environment. While
incidents cannot be entirely avoided, we have
no tolerance nor appetite for breaches of
laws and regulations, and are determined to
ensure that our employees do the right thing.

Or
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Group Chief Executive’s

STRATEGIC REPORT review

Group Chief Executive’s review continued

It also remains a central part of our mission to
help combat financial crime. Over the course
of 2017, our work has made a real impact by
identifying and preventing criminal activity in
the financial system. We continue to innovate,
putting into place more efficient and effective
tools, practices and processes that should
position us among the leaders in discovering
and disrupting financial crime. We take our
responsibility as a leading international bank
seriously and continue to invest significantly
in improving standards across our markets
through our correspondent banking and new
NGO academies. Significantly, in 2017, the
New York State Department of Financial
Services recognised that the Group has
made “substantial progress” towards
remediating past financial crime controls
issues and noted that we remain “fully
committed” to finishing the job. As described
on page 259, we continue to cooperate with
authorities in the US and the UK in their

Management Team

investigations of past conduct and are
engaged in ongoing discussions 1o resolve
them. Concluding these historical matters,
which could have a substantial financial
impact, remains a focus for us.

The external outlook

The global economic environment continues
to improve. Productivity remains weak but

is improving, and inflation remains low.
Commodity prices have increased but are still
at levels that do not threaten global growth.
Geopolitical risks remain high but have not
affected economic activity. We expect these
conditions to persist for some time, and as
such expect interest rates to continue to
normalise and trade volumes to increase.
We expect the Middle East region to return
to growth in 2018, while many sub-Saharan
Africa economies are showing signs of
stabilisation and recovery.

Conclusion

We have made encouraging progress in
transforming the Group, the path ahead is
clear and we are now well positioned to drive
sustainable profit growth across our markets.
We remain focused on improving our service
to our clients, generating strong returns for
our investors, and contributing even more

to the communities in which we operate.
This will enable us to realise the Group’s

full potential.

I\

Bill Winters
Group Chief Executive

27 February 2018

1. Bill Winters, CBE
Group Chief Executive
2. Andy Halford
Group Chief Financial Officer
3. Tracy Clarke
Regional CEO, Europe
& Americas
4. Simon Cooper
CEO, Corporate &
Institutional Banking

Standard Chartered
Annual Report 2017

5. David Fein
Group General Counsel
6. Dr Michael Gorriz
Group Chief Information Officer
7. Doris Honold
Group Chief Operating Officer
8. Benjamin Hung Pi Cheng
Regional CEO, Greater China
& North Asia; and CEO,
Retail Banking

9. Sunil Kaushal
Regional CEO,
Africa & Middle East

10. Anna Marrs

11. Judy Hsu

Regional CEO, ASEAN
& South Asia; and CEO,
Commercial and Private Banking

12. Tracey McDermott, CBE
Group Head of Corporate,
Public and Regulatory Affairs

13. Mark Smith
Group Chief Risk Officer

14. Pam Walkden
Group Head, Human Resources

CEO, Singapore and ASEAN
Markets (Malaysia, Vietnam,
Thailand and Rep Offices)



Driving commerce and prosperity through our unique diversity

Working with NGOs
to fight financial crime

Our efforts to fight financial crime can have unintended
consequences for clients that deliver critical humanitarian
services to people in need

Financial crime controls can prevent
legitimate payments to and from
development and non-profit organisations
providing humanitarian programmes in
countries where bribery, corruption and
money laundering are prevalent.

We are helping these clients to mitigate
financial crime risk through education. In
October 2017, we hosted our first Financial
Crime Risk Management workshop in
Washington for US-headquartered clients

in partnership with the World Bank Group,
World Vision and the US NGO-membership
group InterAction.

The event shared international best practices
in financial crime compliance and showed
organisations how they could strengthen their
fraud, anti-money laundering and counter-
terrorist financing controls. We also offer

free financial crime compliance e-learning.
modules to our NGO clients.
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STRATEGIC REPORT Market environment

Market environment

Macroeconomic factors
affecting the financial landscape

Trends in 2017 Outlook for 2018

> The world economy enjoyed a cyclical recovery in 2017, growing > Global growth is expected to remain strong at 3.9 per cent in 2018

atan estimated 3.8 per cent, compared o 3.2 per centin 2016 > Growth will remain faster in emerging markets, with Asia continuing

> Emerging markets, led by Asia, continued to be the main driver to grow at a robust 6.1 per cent
of global growth, though growth also picked up in major

) > Major central banks are expected to continue to tighten monetary
developed economies

policy very gradually, removing some of the extraordinary support

> The euro area saw an acceleration in growth in 2017 of for the global economy. This is expected to keep the market risk
approximately 2.3 per cent, up from 1.8 per cent in 2016, environment benign and supportive for emerging markets
despite concerns about geopolitical risks > Recovering ail prices are also expected to support the recovery of
> Expectations of fiscal stimulus from the US following the US growth in commodity-dependent countries in Africa, the Middle
Presidential election faded and monetary policy remained the East and Latin America
main support for US growth

> Major central banks including the US Federal Reserve (Fed), the
European Central Bank (ECB) and the Bank of England signalled
an end to ultra-easy monetary policy but policy still remained
very accommodative

Regional trends and outlooks

Actual and projected growth by economy in 2017 and 2018

Greater e 6.5%
China

& North Asia

2017 3.7%
Korea 2.8%

2017 3.1%

ASEAN & ' 7.2%
South Asia
51%
Africa &
Middle East 2017
UAE 2.6%
UK

Europe
& Americas

Standard Chartered
Annual Report 2017



See our long-term market
trends on page 14
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Medium- and long-term view

> Relatively younger populations in many
emerging markets, as well as adoption
of digital technology, will allow emerging
markets to become increasingly more
important for the global growth story

= Ongoing global growth recovery is cyclical
in nature and therefore vulnerable;
structural challenges remain. Productivity
growth is weak, especially in developed
countries

The market environment report has
been produced by our Global Research
team. The forecasts for 2018 reflect its
projections, and not necessarily those
of the Board.

1Jodai sio10841q

> Rising nationalism, anti-globalisation and
protectionism are a threat to long-term
global growth prospects, including
emerging markets

> Long-term growth in the developed
world is constrained by high levels of
indebtedness and ageing populations

> There is reason to be more optimistic on
long-term growth prospects for emerging
markets. Unencumbered by old
infrastructure, many of these countries
can adopt the latest technologies and
the associated infrastructure, boosting
productivity growth

Trends and outlook for our four regions

=> Growth in Japan is likely to be at 1.2%

with the European Union have been

move back to the close-to-but-lower-

2.5% by end-2018
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Greater China => China’s economy has benefited from => China’s authorities are increasingly
& North Asia healthy demand for its exports, a focusing on the quality of growth aided by still easy monetary policy
risk-averse political backdrop and and addressing medium-term and fiscal policy, and a supportive
] recovering industrial profits vulnerabilities including corporate external demand environment
performance on = While real activity may decelerate el -
page 23 moderately in H1 2018, as property = Hong Kong’s expected growth of 3
tightening measures and an end 3.0% will be moderate compared to 3
to inventory build limit investment the 3.7% growth seen in 2017 as the 2
growth, we expect a solid economic cyclical recovery in trade fades %
performance, with growth of 6.5% g
expected in 2018 2
"
ASEAN & - ASEAN is set to remain one of the => Inflation has remained low in the => India is likely to start recovering from
South Asia fastest-growing regions in 2018 region, allowing central banks to the slowdown accompanying reforms
. . . . keep monetary conditions loose. in 2017. At 7.2%, India’s growth will be
=> Growth in economies with proactive G . )
. . The possibility of further rate cuts, one of the strongest in the emerging
See our regional government investment in a q 9
; ) . ) however, is low as inflation starts market space
performance on infrastructure projects — including . ,
. o to pick up on the back of higher
page 24 Indonesia, the Philippines and commodity prices o
Thailand — should be supported, yp 5
even if external demand is softer E
than in 2017 3
<
=
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ . g
Africa & = Growth across Africa will continue to demand has lifted mining and - GDP related to oil production is likely gx_
Middle East rebound in 2018 compared to 2017. manufacturing to be flat, while non-oil economic S
The expected reclovery will be driven - For oll importers, the boost to growth growthl Will be colnstrainedl by '
See ourregional by large economies that emergeq from lower oil prices has likely run geopolitical worries that will welgh on
orormance on from recession in 2017, namely oil its course consumer and business confidence
gage 5 producers Angola and Nigeria, and > 2018 should bri KUD |
by South Africa, where external Sielfel i) e e U D
v headline growth in the Middle East
Europe = Growth in the US and euro area is positive, with a transition deal likely than-2% target
& Americas Ilk_ely to exceed 10—year averages peyonq 2019 until a trade deal = rralUB, e ae e sess)
with growth exceeding 2.0% in is finalised 1 " ;
both regions fiscal expenditure will lend support to
See our regional => The ECB will continue to taper its the growth outlook for 2018 and 2019
performance on => Political risk will remain in Europe, led quantitative easing purchases, even o
page 26 by Italy’s elections. UK Brexit talks though inflation is likely to take time to = IeliSlreiziels e i ez
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Business model

A business model

ouitt on long-term relationships

\We have a sustainable approach to business and strive to achieve the highest standards of conduct.
Our business model and strategy are built on capturing the opportunities inherent in our unique footprint
by developing deep relationships with clients across our network and in local markets

Developing these relationships means using both our tangible and intangible resources in a sustainable
and responsible manner, deploying them to maximum impact on our profitability and returns

Our resources

We aim to use resources in a
sustainable way, to achieve our
long-term strategic objectives

Human capital

Our diverse colleagues are our greatest
asset. Being part of the local fabric of
our markets means we understand

our clients’ needs and aspirations,

and how these can be achieved

E::E:EE:: 8 6 y O O O employees
15,000 e
N

&'\(/8 4 6 % female

Strong brand

We are a leading international banking
group with over 150 years of history
and in many of our markets we are a
household name

International network

We have an unparalleled international
network, connecting companies,
institutions and individuals to, and in
some of the world’s fastest-growing
and most dynamic regions

Financial strength

With over $600 billion in assets on
our balance sheet, we are a strong,
trusted partner for our clients

Local expertise

We have a deep knowledge of our
markets and a privileged understanding
of the drivers of the real economy,
offering us insights that can help our
clients achieve their ambitions

Standard Chartered
Annual Report 2017

Our purpose makes us different

Our purpose is what sets us apart: we drive commerce and prosperity through our unique
diversity. Our strategy helps us achieve our purpose

We drive commerce and prosperity through our unique diversity

0,300
40,000

corporations, governments,
banks and investors

y

commercial
banking clients

Client focus

Our clients are our business. We build long-term
relationships with them

business

2 6 O ) O O banking clients
9 individual 7 O O private
| | clients ) banking clients

Robust risk management

We are here for the long term. Effective risk
management allows us to grow a sustainable
business

Distinct proposition

Our unique understanding of our markets and our
extensive international network allow us to offer a
truly tailored proposition to our clients, combining
global expertise grounded in local knowledge

Sustainable approach to business

We promote social and economic development by
contributing to sustainable economic growth through
our core business of banking, by being a responsible
company and by investing in our communities

For more details on how we deliver on our business model, see our
Strategy section on page 14
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What we deliver The value we create

|
We deliver an extensive set of solutions, products and services, We aim to create long-term value
adapted to the needs of our clients for a broad range of stakeholders,

in a sustainable manner

Global Local

Clients

We enable individuals to
Country-level relationship managers support grow and protect their wealth.
clients in our regional businesses. To ensure We help businesses to trade,
efficiency and consistency, and to enable transact, invest and expand.
greater investment, we have a global We also help a variety of financial
oversight of our systems and products institutions — including banks,
public sector clients and
development organisations —
with their banking needs

@

Clients in our global businesses are
supported by relationship managers
with a global reach

MaIAaJ [eldED pUB MBIABI YSIY

Corporate &
Institutional Banking

Retail Banking

Private Banking

Commercial Banking

Regulators and

governments g
We engage with relevant authorities é.
> See our client segment reviews on pages 18 to 21 gfsﬁ%s%ﬁs&ﬂ;;if&@?i?\;:iial %
system and the broader economy %
2
& Investors
Products and services =97) We aim to deliver robust retums
and long-term sustainable
Retail Products Wealth Management Corporate Finance value for our investors
> Deposits > Investments > Structured and project
i ) ) : Colleagues
> Savings - Portfolio management financing @ We off i uniti
> Mor‘[gages > Insurgnce an@ advice > Strategic advice o to'Iele:rai?j z?ggreessspvr\)g unities o
> Credit cards > Planning services > Mergers and acquisitions encourage them to improve, 3
> Personalloans . i innovate, take ownership of their 3
Transaction Banking Financial Markets careers and succeed together &
> Cash management > Investment 3
> Payments and transactions > Risk management Society 3
> Securities services 2 Debt capital markets W e strive to operate as a 3
> Trade finance products responsible and sustainable %’-
company, driving prosperity >
through our core business,
and collaborating with local
) ; partners to promote social
Financial performance and economic development
|
Income Profits Return on equity
2 Net interest income Income gained from providing ~ Profit generated relative
> Fee income our products and services to equity invested
minus expenses and

= Trading income . -
impairments More detail can be found in our
stakeholders and responsibilities
section on page 36

13
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Our strategy

A strategy addressing
long-term trends

Our strategy was developed against the backdrop of six long-term

trends, which will continue to significantly shape the economies and

broader landscape in the markets in which we operate. We believe

that each of these long-term trends presents opportunities that we 1
are uniguely positioned to capture

1 Rise of urban middle class
Markets in our footprint are urbanising rapidly and becoming more
consumption-led, driving rapid growth in demand for wealth and
financing solutions
Our strategic response: Focus on the affluent and wealth offerings

2 Digital revolution
Digital adoption in our markets is often ahead of otherwise more developed
Western markets. Digitisation offers an opportunity for us to deliver 3
more convenient and efficient solutions to clients and thus to increase
our client reach and engagement in a cost-effective manner
Our strategic response: Accelerate pace of our digitisation

3 Increasing regional connectivity Six
Despite a rise in anti-globalisation sentiment in several parts of the world, |o n g -te rm

trends

we are witnessing in the long term the emergence of complex supply

chains, combined with new frameworks for cooperation, such as the

Belt and Road initiative and the ASEAN Economic Community. With our

long history in the markets that are driving these trends, we are uniquely

positioned to capture the benefits they bring

Our strategic response: Leverage our network capabilities 4

4 Financial deepening and evolving regulation

Clients are increasingly looking for innovative cross-border funding,

cash management and investment solutions, coupled with local

hedging instruments to better manage risks. This, along with the growing
sophistication of the financial services sector, and ongoing government-led
reform, is driving the deepening and internationalisation of local capital
markets in our footprint

Our strategic response: Strengthen our capital markets capabilities

5 The rise of renminbi (RMB)

The launch of the Cross-Border Interbank Payment System and

the inclusion of RMB in the International Monetary Fund’s Special
Drawing Rights basket of currencies are major landmarks on the RMB’s
path to internationalisation. We expect that by 2020, 5 per cent of global 6
international payments could be settled in RMB

Our strategic response: Maintain leadership in RMB

6 The growth of Africa

Backed by a large workforce and a growing, connected urban middle Within this context, we continue to believe
Clgss:, therg are many grovvt.h opportunities across African economies. in the inherent value and strength of the
This is particularly the case in sectors such as agriculture, fast-moving ‘ ‘
consumer goods and infrastructure Standard Chartered franchise and its

Our strategic response: Focus on urban Africa abi\ity to deliver financial performance

/] 4 Standard Chartered
Annual Report 2017
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Secure the
foundations

Ensure that we have a strong
capital position, with a balanced
client and product portfolio

2

Three Get |eaﬁ

strategic and focused

objectives Drive the shift towards

sustainable, profitable
growth in returns-accretive
businesses, and improve
productivity

3

INnvest and innovate

Invest in improvements to
drive better client experience,
meet clients’ demands, and
drive growth and cross-bank
collaboration

Our strategy

is focused on capturing the
existing growth opportunities
in our footprint, by
developing deep, long-term
relationships with our clients
and helping them connect
across our markets
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Our strategy continued
Delivering against
our strategic objectives

Well positioned to capture the opportunities in our markets

We are in a strong position to
capture the opportunities in
our markets, while being aware
of potential threats and areas
where we need to improve

We take external risk factors into account as part of our strategy and ensure that we are always
prepared adequately. These include macro and geopoalitical changes globally and in countries
where we operate, pressure on profitability, and disruption from new uses of technology.

We believe that we are in a unique position to capture the growth in our markets through strengths
like our cross-border proposition, comprehensive product range and high standards for the
way we do business. At the same time, we are addressing areas that will further strengthen
the Group, such as continuing to focus on conduct and fighting financial crime, shifting the
mix in our client and product books towards our target segments and businesses, improving
and digitising our processes, and strengthening our areas of competitive differentiation.

Since 2015, we have made significant progress against the Group’s three strategic objectives.
We have tracked progress against these through our Group scorecards, which contain a mix
of quantitative performance indicators, such as return on equity, loan impairment and capital
adequacy, and qualitative performance indicators, such as the shift in our portfolio mix towards
different client profiles and returns-accretive businesses, as well as client sentiment metrics
such as the net promoter score. Some selected indicators are highlighted below.

Progress in 2017 Focus for 2018

Three

strategic
objectives

2 Get lean and focused

We have continued the
restructuring of our businesses

1 Secure the foundations

We have substantially completed
this objective, putting us in a

position of strength from which to
drive business growth confidently

@ CET1: 13.6%
(2016: 13.6%)

Maintain a strong
., capital position

Continue efforts to
further strengthen risk
controls and conduct

Loan impairment:

@ $1.2bn (underlying)
(2016: $2.4br)

. Drive income within our
“ Profit before ta)_(. /\ﬂl | | | desired risk appetite,
$3.0bn (underlying) and contain costs,

(2016: $1.1bn) leveraging technology

and the shift towards

sustainable, profitable growth

3 Invest and innovate

Return on equity:
3.5% (underlying)
(2016: 0.3%)

>

Focus on driving
@ sustainable momentum
in capital and returns-

accretive businesses

I Ambitious investment
Dlgltls_atlon.afnd }uu L plan in technology
We have invested to improve the wp analytics driving II  todrive business
way we serve our clients and the @ efficiency and

way we collaborate. Examples
include significant investments
in automation and a revamped
learning offering for colleagues

L]
superior client service i'i Invest in our colleagues

® ® ® andculture
Retail Banking tee

@ digital adoption: Leverage our unigue
44.7% of clients /7 diversity to serve our
(2016: 39.6%) BD=@ clients better

For more insights on strategy-related risks see our
Group Chief Risk Officer’s review on pages 33 to 35

Standard Chartered
Annual Report 2017

For more information on progress in 2017 and focus for 2018 see
our Group Chief Financial Officer’s review on pages 28 to 32



Driving commerce and prosperity through innovation

Innovative solutions
N Kenya

For over 20 years, we have provided tailored solutions We've helped Africa Flight Services (AFS)
and expert advice to meet the unique requirements of CET= ORI SEIPTSION P70 RIS 15

) . . , , e utilising our global footprint and experience
Africa Flight Services, a leading provider of logistical in the field of corporate finance. AFS, which
and ground handling services in Kenya owns and operates the largest transit hub in

the East and Central Africa region, has unique
requirements that are met with bespoke
financial solutions by our experienced
relationship managers. This, combined

with our competitive product portfolio and
personalised service, has allowed our
partnership with AFS to span over 20 years.
Standard Chartered has been the primary
banker and financial services partner for the
company since 1994.
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Corporate & Institutional Banking

Profit before taxation

$1.261TmM

underlying basis

$986mM

statutory basis

Risk-weighted assets

$147bn

Return on risk-weighted assets

0.9%

underlying basis

LEADING DIGITAL CHANNELS

A single gateway for
payments in China

In February 2017, we became the
first international bank to launch

a mobile wallet collection service

in China. Having worked closely
with national and international
businesses and banking institutions
in China we recognised the need for
a single digital gateway to connect
and consolidate multiple payment
channels. Within six months, we
implemented solutions for 17
corporates across China and have
assisted them with more than

26,000 payment transactions.
That number is growing daily.

Standard Chartered
Annual Report 2017

Segment overview

Corporate & Institutional Banking supports
clients with their transaction banking,
corporate finance, financial markets and
borrowing needs across more than 60
markets, providing solutions to over 5,300
clients in some of the world’s fastest-growing
economies and most active trade corridors.

Our clients include large corporations,
governments, banks and investors
headquartered, operating or investing in
Asia, Africa and the Middle East. Our strong
and deep local presence across these
markets enables us to facilitate trade,
capital and investment flows in and for

our footprint, including across China’s

Belt and Road initiative.

We collaborate increasingly with other
segments: introducing Commercial Banking
services to our clients’ ecosystems — their
networks of buyers, suppliers, customers
and service providers — and offering our
clients employee banking services through
Retail Banking.

Strategic priorities

> Deliver sustainable growth for clients by
understanding their agendas, providing
trusted advice, and strengthening
leadership in flow solutions

> Manage our balance sheet to grow income
and returns by driving balance sheet
velocity, improving funding quality and
maintaining strengthened risk controls

> Improve our efficiency, innovate and
digitise to enhance the client experience

KPis 9@

Progress

> Completed on-boarding of 91 new OECD
clients, and delivered strong growth from
the next generation of priority clients

> Improved balance sheet quality, with
investment-grade clients now representing
57 per cent of customer loans and
advances (2016: 52 per cent) and high
quality operating account balances now
comprising 48 per cent of Transaction
Banking customer accounts (2016:
44 per cent)

> Launched focused workstreams to drive
efficiency and innovation, and increase
talent diversity

Performance highlights

2 Underlying profit before taxation of
$1,261 million more than doubled
year-on-year primarily driven by lower
impairment. While operating expenses
were higher, business efficiency
improvements created capacity
for increased investments

> Underlying income of $6,496 milion was
stable year-on-year. However, excluding
Principal Finance losses, income declined
3 per cent, impacted by a decline in market
volatility and spreads in Financial Markets
and margin compression in financing
businesses. This more than offset the
volume growth and margin improvement
in Cash Management

= Good balance sheet momentum with
loans and advances to customers up
8 per cent year-on-year and customer
accounts up 9 per cent

> The difference of $275 million between
statutory and underlying profit represents
restructuring costs

Proportion of low returning
client risk-weighted assets

Aim Reduce the proportion of risk-weighted
assets deployed in Corporate & Institutional
Banking that are delivering low returns.

/I 6 f 8% ?RV\/AS

2015

2016

2017

Analysis Proportion of low returning client
risk-weighted assets has increased from

15.6 per cent in 2016 to 16.8 per cent in 2017,
driven by conscious client actions, market
pressures, credit migration and model changes.

Collaboration with other
client segments

Aim Increase collaboration with other client
segments to generate cross-segment
business opportunities.

168,000 &

SigN-ups

2015

2016

2017

Analysis Increasing trend in Employee Banking
account sign-ups from Corporate & Institutional
Banking clients with an increase of 24 per cent
year-on-year from 127,000 to 158,000.



Retail Banking

Profit before taxation

$373m

underlying basis

$854m

statutory basis

Risk-weighted assets

$44bn

Return on risk-weighted assets

2.0%

underlying basis

UNDERSTANDING CLIENTS’
BANKING NEEDS

Building relationships
through technology

We are constantly enhancing our
products and services to take

advantage of digital advances. This

includes our new voice recognition
platforms and cross-border
payment options on mobile and
tablet devices for clients who need
to bank anytime, anywhere. Every
innovation is based on insights: we
spend time getting to know our
clients and understanding their
banking needs and financial goals.

Segment overview

Retail Banking serves over nine million
individuals and small businesses, with a
focus on affluent and emerging affluent in
many of the world’s fastest-growing cities.
We provide digital banking services with a
human touch to our clients across deposits,
payments, financing products and Wealth
Management, as well as supporting their
business banking needs.

Retail Banking represents approximately
one-third of the Group’s operating income
and operating profit. We are closely
integrated with the Group’s other client
segments, for example offering employee
banking services to Corporate & Institutional
Banking clients, and we are also an important
source of high quality liquidity for the Group.

Increasing levels of wealth across Asia, Africa
and the Middle East support our opportunity
to grow the business sustainably. We aim to
improve productivity and client experience
through increasing digitisation, driving cost
efficiencies and simplifying our processes.

Strategic priorities

> Continue to focus on affluent and
emerging affluent clients and their
wealth needs in core cities and capture
the significant rise of the middle class in
our markets

> Continue to build on our client ecosystem
and alliances initiatives

> Improve our clients’ experience through an
enhanced end-to-end digital offering, with
intuitive platforms, best-in-class products
and service responding to the change in
digital habits of clients in our markets

KPis 9@

Progress

> Increased share of income from Priority
clients to 45 per cent, up from 29 per cent
in 2014, supported by adding more than
100,000 Priority clients during 2017

= Our major strategic alliances, with partners
such as Asia Miles, Shinsegae and Disney,
and our Employee Banking initiatives, have
together delivered over 50 per cent of new
clients in the year

> Investment in technology is showing
results, with nearly 45 per cent of clients
now actively using online or mobile banking

Performance highlights

> Underlying profit before taxation of
$873 million was up 14 per cent year-on-
year as income growth and lower loan
impairment offset increased expenses

> Retail Banking income in Greater China
& North Asia grew 10 per cent year-on-
year; income in ASEAN & South Asia
grew 4 per cent excluding the impact
of business exits in Thailand and the
Philippines; and income in Africa &
Middle East was flat

2 Strong momentum from Wealth
Management and Deposits drove the
improved income performance, more
than offsetting continued margin
compression across asset products

2> Good balance sheet momentum, with
both loans and advances to customers
and customer accounts up 10 per cent
during the year

> The difference of $19 million between
statutory and underlying profit represents
restructuring costs

Digital adoption

Aim Align the Group’s service to how clients
want to interact and increase efficiency
by reducing the amount of manual processing.

44 ' 7% gf)c\iemts

2015

2016

2017

Analysis Online applications have continued
to grow year-on-year with the proportion of
Retail Banking clients that are digital-active

up from 39.6 per cent in 2016 to 44.7 per cent
at the end of 2017.

Priority client focus

Aim Increase the proportion of income from
Priority clients, reflecting the strategic shift in client
mix towards affluent and emerging affluent clients.

44. 8% gmcome

Analysis The share of Retail Banking income
from Priority clients increased to 44.8 per cent
in 2017 from 39.0 per cent in 2016, supported
by more than 100,000 new-to-bank Priority
clients in the year.
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Commercial Banking

Profit before taxation

$282m

underlying basis

$269m

statutory basis

Risk-weighted assets

$33bn

Return on risk-weighted assets

0.9%

underlying basis

CROSS-BORDER
RELATIONSHIPS

Helping clients
grow their businesses

We are constantly increasing our
global footprint and supporting
clients to grow their businesses
locally and internationally. In 2017,
we helped more than 80 per cent
of our clients engage in business
outside the markets they already
operated in, and amost half of
them now have offices overseas.
The markets we operate in and the
relationships we have developed
underpin the 20 per cent year-on-
year growth of our network business

and drives our ambition of helping
small and mid-sized companies
capture international opportunities.

Standard Chartered
Annual Report 2017

Segment overview

Commercial Banking serves over 40,000 local
corporations and medium-sized enterprises

in 26 markets across Asia, Africa and the
Middle East. We aim to be our clients” main
international bank, providing a full range of
international financial solutions in areas such
as trade finance, cash management, financial
markets and corporate finance.

Through our close linkages with Retail Banking
and Private Banking, our clients can access
additional services they value including
employee banking services and personal
wealth solutions. We also collaborate with
Corporate & Institutional Banking to service
their clients’ end-to-end supply chains.

Our clients represent a large and important
portion of the economies we serve and are
potential future multinational corporates.
Commercial Banking is at the heart of our
shared purpose to drive commerce and
prosperity through our unique diversity.

Strategic priorities

> Drive quality sustainable growth by
deepening relationships with our existing
clients and attracting new clients that are
aligned with our strategy, with a focus on
rapidly growing and internationalising
companies in our footprint

> Improve client experience, through investing
in frontline training, tools and analytics

> Continue to enhance credit risk
management and monitoring and
maintain a high bar on operational risk

KPis 9@

Progress

> Improved client experience materially, with
client satisfaction as measured by our
annual ‘client intelligence survey’ having
improved meaningfully year-on-year

2> On-boarded over 4,500 new-to-bank clients
in the year, of which 830 came from our
clients’ international and domestic networks
of buyers and suppliers

> Significantly strengthened the foundations
in credit risk management through a series
of actions which resulted in lower loan
impairments in 2017

Performance highlights

> Returned Commercial Banking to
profitability, with an underlying profit
before taxation of $282 million reflecting
significantly lower impairment, reduced
expenses and higher income

> Underlying income of $1,333 million was up
3 per cent year-on-year, driven by positive
momentum across regions, with income
up 5 per cent in ASEAN & South Asia, up
2 per cent in Africa & Middle East, and up
1 per cent in Greater China & North Asia,
led by Cash Management and Financial
Markets products

> Strong balance sheet growth, with loans
and advances to customers up 17 per cent
year-on-year and customer accounts up
4 per cent

> The difference of $13 milion between
statutory and underlying profit represents
restructuring costs

New-to-bank ecosystem clients

Aim Bank our clients’ international and
domestic networks of suppliers and buyers
(the ecosystem).

28 0 8% grease

in clients

2015
2016

2017

Analysis The number of clients on-boarded
through our ‘banking the ecosystem’ initiative
increased 28.3 per cent in 2017.

Straight2Bank utilisation

Aim Improve client experience and minimise
manual transactions and the reliance on branches
for cash, trade and FX, thereby reducing the cost

of servicing.
(1)
44 . 7% of clients

Analysis Straight2Bank utilisation increased
13 per cent in 2017. By the end of 2017, 44.7
per cent of active Commercial Banking clients
are using the capability, up from 42.4 per cent
in 2016.



Private Banking

Loss before taxation
A

underlying basis

o)m

statutory basis

A

Risk-weighted assets

PN

Return on risk-weighted assets

0.0%

underlying basis

BUILDING SKILLS FOR THE
FUTURE

Mentoring the next
generation of leaders

At Standard Chartered, we believe
the next generation will play a critical
role in shaping the world’s future.
Our Future Global Leaders’
Programme, part of our offering to
Private Banking clients, is designed
to harness the skills of tomorrow’s
influencers. The programme brings
together future leaders aged
between 20-35 to help them
connect as a global community, and
develop leadership, philanthropy,
sustainability and entrepreneurship
skills, so that they can maximise
their potential and enable others to
do the same. In 2017, we held the
programme in London, Cape Town,
Delhi and Singapore.

Segment overview

Private Banking offers a full suite of
investment, credit and wealth planning
solutions to grow and protect the wealth
of high-net worth individuals across

our footprint.

Our investment advisory capabilities and
product platform are independent from
research houses and product providers,
allowing us to put client interests at the centre
of our business. This is coupled with an
extensive network across Asia, Africa and
the Middle East, which provides clients with
relevant market insights and cross-border
investment and financing opportunities.

As part of our universal banking proposition,
clients can also leverage our global
Commercial Banking and Corporate &
Institutional Banking capabilities to support
their business needs. Private Banking
services can be accessed from six leading
centres: Hong Kong, Singapore, London,
Jersey, Dubai and India.

Strategic priorities

> Instil a culture of excellence by improving
the expertise and enhancing the skills of
senior relationship management teams

> Improve client experience by enhancing
our advisory proposition and reducing
turnaround time of the investment process

> Balance growth and controls by
simplifying the business model through
implementation of a rigorous controls
enhancement plan

KPis 9@

Progress

> Strengthened relationship management
teams with almost 60 new frontline hires
globally. Launched Private Banking
Academy in partnership with INSEAD and
Fitch to deliver an industry leading frontline
training programme across key markets

> Enhanced our open architecture platform
through digitisation, enabling real-time
price discovery across equity derivatives
and fixed income, and halving preparation
time for investment proposals

> Sharpened our client coverage model with
the completion of the country coverage
initiative and continuous shift to focus
on the above $5 milion assets under
management client segment

Performance highlights

> Private Banking generated an underlying
loss before taxation of $1 milion compared
to a profit of $32 million in 2016, due to
higher expenses as we continued to invest
significantly in the business

> Underlying income of $500 million was up
1 per cent year-on-year, impacted by the
non-recurrence of an insurance recovery.
Excluding this, income improved 6 per cent
driven by Wealth Management, Treasury
and Funds products, and improved
Deposit margins

> Assets under management increased
by $10.2 billion or 18 per cent since
31 December 2016 driven by positive
market movements and $2.2 billion of
net new money

> The difference of $15 milion between
statutory and underlying loss represents
restructuring costs

Net new money

Aim Grow and deepen client relationships,
improve investment penetration and attract
new clients.

$2. 2bn ?ﬂet new

money

2015
2016 gl

2017

Analysis We added $2.2 billion of net new
money in 2017, after seeing outflows in 2016
when investor sentiment was impacted

by volatility in equity and other markets, coupled
with our actions taken to improve our risk profile.

Net client score for ease
of doing business

Aim Holistically improve the Private Banking
client experience through all touch points with

the Group.
(1
27. 7% more clients

27.7%

Analysis Launched in 2016, the annual Private
Banking client satisfaction survey reviews multiple
dimensions of client sentiment and measures

our progress in putting client needs at the heart

of everything we do. In 2017, significantly more
clients rated us very easy to do business with than
those that rated us difficult to do business with.
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Driving commerce and prosperity through our unique diversity

Developing
partnerships
to deliver
financial inclusion

Working together with the Asian Development Bank
(ADB), we are helping to drive prosperity for people
traditionally excluded from the financial system

We have extended a unique risk participation
deal — the first of its type for the microfinance
sector in Asia when launched in 2013 — with
the ADB to increase the flow of credit to
microfinance institutions (MFIs) across Asia.

By increasing the capital available, partner MFls
are able to reach more unbanked individuals
and finance additional microenterprises.

Qriginally, we aimed to originate and service

a $150 million portfolio of MFI loans across
Asia by the end of 2018, with the ADB sharing
50 per cent of the risk on the portfolio. Due to
the programme’s success, the ADB increased
its risk participation ceiling from $75 million to
$120 million, allowing us to increase the total
programme size to $240 milion outstanding at
any given time. The programme has now been
recognised as part of the ADB’s mainstream
operations with no specified end date.

Together, Standard Chartered and ADB have
provided approximately 125 loans totalling
$325 million to 13 MFls in Bangladesh,
Indonesia and India, with the potential to
expand to additional markets in Asia.




Greater China & North Asia

Highlights of 2017

Profit before taxation

$1,942m

underlying basis

$1.977m

statutory basis

Risk-weighted assets

$35bn

Loans and advances to customers

Greater China & North Asia
44% of Group

Income split by key markets

Hong Kong Others
60% 40%

Region overview

Greater China & North Asia is the Group’s
largest region, representing approximately
40 per cent of the Group’s income, and
includes our clients in Hong Kong, Korea,
China, Taiwan, Japan and Macau. Of these,
Hong Kong remains the Group’s largest
market, underpinned by a diversified
franchise and deeply rooted presence.

The region is highly interconnected, with
China’s economy at its core. Our regional
footprint, distinctive proposition and
continued investment positions us strongly to
capture opportunities as they arise from the
continuing opening up of China’s economy.

We are building on the region’s ongoing
economic growth, the rising wealth of its
population, the increasing sophistication and
internationalisation of Chinese businesses
and the resulting increased usage of the
renminbi internationally.

Strategic priorities

> Leverage our network strength to serve
the inbound and outbound cross-border
trade and investment needs of our clients

> Capture opportunities arising from
China’s opening, including the renminbi,
Belt and Road initiative, onshore capital
markets and mainland wealth, as well as
from our digital capabilities

> Strengthen market position in Hong Kong,
and improve Retail Banking performance
in China and Korea

Progress

> Added overseas China desks across the
Group’s footprint, helping to grow income
and increase the number of Belt and Road
initiative projects we were involved in by
over 25 per cent

> Strong progress in Retail Banking in Hong
Kong, adding more than 43,300 new-to-
bank Priority clients through alliances such
as Asia Miles and our enhanced digital
on-boarding platform

> Retail Banking in both China and Korea
have seen a significant improvement in
performance, driven by cost efficiencies
and focused client acquisition

Performance highlights

> Underlying profit before taxation of
$1,942 million was 45 per cent higher
year-on-year, reflecting income growth
and lower impairment

> Underlying income of $5,616 milion was
8 per cent higher year-on-year, with all
markets and client segments contributing.
Retail Banking and Private Banking income
both grew 10 per cent year-on-year driven
by Wealth Management, improving
margins and strong balance sheet growth.
Corporate & Institutional Banking income
rose 9 per cent year-on-year, due to Cash
Management, Corporate Finance and
Capital Markets. Commercial Banking
income grew 1 per cent year-on-year,
driven by Cash Management and
Corporate Finance

> Strong balance sheet momentum with
loans and advances to customers up
15 per cent year-on-year and customer
accounts up 10 per cent

> The difference of $35 million between
statutory and underlying profit represents
restructuring costs
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Highlights of 2017

ASEAN & South Asia

Profit before taxation

$492m

underlying basis

$350m

statutory basis

Risk-weighted assets

$97bn

Loans and advances to customers

ASEAN & South Asia
29% of Group

Income split by key markets

Singapore India Others
37% 26% 37%

Standard Chartered
Annual Report 2017

Region overview

The Group has a long-standing and deep
franchise across the ASEAN & South Asia
region. We are the only international bank
with a presence in all 10 ASEAN countries
and we also have meaningful operations

in all key South Asian markets. Our two
largest markets in the region by income are
Singapore and India, where we have had a
deep-rooted presence for over 150 years.

The region contributes over a quarter of the
Group’s income. Within the region, Singapore
is home to the majority of our global business
leadership and our technology organisation
as well as SC Ventures, our innovation hub.

The strong underlying economic growth in
the ASEAN & South Asia region supports
our opportunity to grow and sustainably
improve returns. The region is benefiting
from rising trade flows, including from the
Belt and Road initiative, continued strong
investment and a rising middle class
which is driving consumption growth

and improving digital connectivity.

Strategic priorities

> Optimise geographic portfolio by
selectively reshaping sub-scale
unprofitable markets and prioritising
larger or more profitable markets

> Shift the income mix towards ‘asset-light’
businesses, such as network and flow
opportunities in Corporate & Institutional
Banking and Commercial Banking, and
towards Wealth and Priority clients in
Retail Banking

> Deploy differentiating digital capabilities in
key markets to improve client experience
and productivity

Progress

> Exited Retail Banking in the Philippines
and Thailand in 2017, and our stake in
Asia Commercial Bank in early 2018.
investments in Singapore, India and
Vietnam are showing early positive impact

> The business ‘mix shift’ is starting:
6 per cent year-on-year cash liabilities
growth, global subsidiaries up 13 per cent,
new Priority clients grew 18 per cent,
wealth assets under management up
25 per cent

> Encouraging early signs of digital adoption
in key markets, with a faster pace of
improving digital sales penetration

Performance highlights

> Underlying profit before taxation of
$492 milion declined 22 per cent
year-on-year due to negative operating
leverage impacted by low volatility in
Financial Markets and higher costs as
we invested for future growth

> Underlying income of $3,833 million fell
5 per cent year-on-year driven by the
decisions to exit Retail Banking in Thailand
and the Philippines, and from the impact
of low volatility on Financial Markets.
Retail Banking income, excluding the
impact of exits, rose 4 per cent year-on-
year, and Commercial Banking income
was up 5 per cent year-on-year

> Client activity was positive with 13 per cent
growth in loans and advances to
customers and 8 per cent growth in
customer accounts since December 2016

> The difference of $142 million between
statutory and underlying profit represents
restructuring costs of $161 million, which
are offset by gains on sale of business of
$19 million



Africa & Middle East

Highlights of 2017

Profit before taxation

$642m

underlying basis

$609mM

statutory basis

Risk-weighted assets

$o6HN

Loans and advances to customers

Africa & Middle East
10% of Group

Income split by key markets

UAE
27%

Others
73%

Region overview

We have a deep-rooted heritage of over
150 years in Africa & Middle East and are
present in 25 markets, of which the UAE,
Nigeria, Pakistan and Kenya are the largest
by income. Among international banks

we have the broadest presence across
sub-Saharan Africa by number of markets.

Arrich history, deep client relationships and
a unique footprint in the region and across
key origination centres in Asia, Europe and
the Americas enable us to seamlessly
support our clients. Africa & Middle East

is an important part of global trade and
investment corridors, including those on
the Belt and Road initiative and we are well
placed to facilitate these flows. Demand
for capital remains robust, with favourable
demographics, urbanisation and
infrastructure investment.

While the economic challenges in Africa &
Middle East were severe in 2015 and 2016,
our business stabilised in 2017 and we
remain confident that the opportunities in
the region will support long-term sustainable
growth for the Group. We continue to invest
selectively and drive efficiencies.

Strategic priorities

> De-risk and improve the quality of
income, and maintain a stable platform
for sustainable growth

= Build income momentum in Corporate
& Institutional Banking by providing
best-in-class structuring and financing
solutions and driving origination through
client initiatives

> Continue investing in market-leading
digitisation initiatives in Retail Banking
to protect and grow market share in
core markets

Progress

> The UAE, a key market, has turned around
and Commercial Banking in the region
has stabilised

> Reinforced our strong market presence
through a number of marquee deals from
sovereigns, financial institutions and
corporate clients

> On track to deliver digital solutions across
key countries in Africa during 2018

Performance highlights

> Underlying profit before taxation of
$642 milion rose 49 per cent year-on-year,
driven by a reduction in loan impairment

> Despite economic challenges in the
region, underlying income of $2,764 milion
was up 1 per cent year-on-year driven by
Africa up 4 per cent while Middle East,
North Africa and Pakistan were down
2 per cent. Strong Transaction Banking
and Wealth Management performance
was offset by the impact of lower volatility
in Financial Markets and lower margins in
Retail Products

> Loans and advances to customers were
up 5 per cent year-on-year and customer
accounts grew 6 per cent

> The difference of $33 milion between
statutory and underlying profit represents
restructuring costs
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Europe & Americas

Highlights of 2017

Profit before taxation

$71m

underlying basis

$46m

statutory basis

Risk-weighted assets

$45bn

Loans and advances to customers

Europe & Americas
16% of Group

Income split by key markets

UK us

Others

46% 42% 12%

Standard Chartered
Annual Report 2017

Region overview

The Group supports clients in Europe &
Americas through hubs in London and

New York as well as a presence in several
European and Latin American markets.

We offer our clients rich network and product
capabilities through our knowledge of
working in and between Asia, Africa and the
Middle East. We also have a Private Banking
business, focused on serving clients with
linkages to our Asia, Africa and Middle East
footprint markets.

The region is a major income origination
engine for the Group’s Corporate &
Institutional Banking business. Clients based
in Europe & Americas generate over one-third
of Corporate & Institutional Banking income,
with two-thirds of that income booked in the
Group’s other regions where the service

is provided.

The region is home to the Group’s two
biggest payment clearing centres and the
largest trading room. Over 80 per cent of
the region’s income derives from Financial
Markets and Transaction Banking products.
Given this mix, the business we do across
the Group with clients based in Europe &
Americas generates above average returns.

Strategic priorities

> Continue to attract new international
corporate and financial institutions clients
and deepen relationships with existing
clients by banking them across more
markets in our network

> Enhance capital efficiency, maintain
strong risk oversight and further improve
the quality of our funding base

> Grow our Private Banking franchise and
assets under management in London
and Jersey

Progress

2 Good progress made in attracting new
clients and broadening relationships with
existing clients; 79 new multinational
corporate clients on-boarded in the
region in 2017

2 Underlying returns from Corporate &
Institutional Banking clients continue to
improve along with the improved risk profile

> Assets under management for Private
Banking clients grew by 17 per cent
in 2017

Performance highlights

> The region returned to profitability with an
underlying profit for the year of $71 million,
supported by a substantial reduction
in loan impairment following earlier
management actions. Expense growth
reflects the continued investment in
people and globally driven investments
in systems and product capabilities

> Underlying income of $1,601 million was
4 per cent lower year-on-year impacted
by a decline in market volatility in Financial
Markets which was only partly offset by
an improvement in Cash Management
income. Income generated by our clients
that is booked in other markets grew by
17 per cent in 2017

> Loans and advances to customers were
up 6 per cent year-on-year and customer
accounts grew 9 per cent

> The difference of $25 million between
statutory and underlying profit represents
restructuring costs



Driving commerce and prosperity through our unique diversity

Supporting expansion
N Sri Lanka

MAS Intimates Unichela, one of the largest apparel
organisations in South Asia, has been working with

us to expand its operations and commercial footprint

We used our strong presence in South

Asia, as well as our international banking
experience, to help MAS Intimates Unichela
grow into an industry leader in the region.
From payments and settlements to trade
facilities and financing, our services have
helped the company expand into countries
such as Indonesia and Bangladesh and trade
internationally. Our Relationship Managers
have been pivotal in providing expert advice
to benefit not only MAS Intimates Unichela,
but also other businesses across South Asia.
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Significant improvement
N the Group's profitalility

Performance summary

The significant improvement in the Group’s
profitability in 2017 was a direct consequence
of the many operational and financial actions
taken since 2015 and provides a solid base
off which to improve return on equity further
over the coming years.

> Statutory profit before tax of $2.4 bilion is
stated after restructuring and other items
of $595 million and was a significant
improvement compared to the previous
year. Al commentary that follows is on an
underlying basis unless otherwise stated
and a reconciliation between statutory and
underlying profit is provided in note 2 on
page 211

> Underlying profit before tax of $3.0 billion
was 175 per cent higher year-on-year and
71 per cent higher excluding losses in 2016
in Principal Finance

> Underlying operating income of
$14.3 billion was up 3 per cent year-on-
year with good momentum across a range
of products partly offset by industry-wide
low volatility that affected Financial Markets

Andy Halford
Group Chief Financial Officer

Standard Chartered
Annual Report 2017

>

>

>

Underlying operating expenses of

$9.9 billion excluding the UK bank levy
were 3 per cent higher year-on-year
primarily resulting from the implementation
of some significant regulatory programmes
and higher variable pay arising from the
Group’s improved financial performance

Gross cost efficiencies were delivered
ahead of plan and used to fund
investments and offset inflation

The UK bank levy of $220 million was
$163 million lower after updating estimates
made in previous years. The UK bank

levy in 2018 is expected to be around
$310 million

Underlying impairment of loans and
advances and other credit risk provisions
of $1.2 billion was half the level it was in
2016 reflecting management actions

to improve the quality of the Group’s
portfolios

Profit from associates and joint ventures of
$210 million was significantly higher than
in 2016

2 The Group incurred net restructuring

charges of $353 million taking the total
since November 2015 to $3.1 billion with
the exit of Principal Finance and the
remaining exposures in the liquidation
portfolio left to complete

Other items include goodwill impairment
of $320 million following an increase in
the discount rate applied to the Group’s
subsidiary in Taiwan and a $78 million net
gain on the disposal of equity investments

Changes to the US tax regime caused
a reduction in the Group’s deferred tax
assets of $220 million. The underlying
effective tax rate excluding the impact
of these reforms and tax on other
normalised items was 32.0 per cent

The Group is well capitalised with a
Common Equity Tier 1 (CETT) ratio of

18.6 per cent and is highly liquid. Customer
loans and advances grew 12 per cent in
the year, and liabilities 9 per cent

The impact of adopting IFRS 9 on

1 January 2018 is an increase in credit
provisions of $1.2 billion and, in line with the
Group’s previous guidance, an estimated
decrease in the Group’s CET1 ratio by
around 15 basis points. Under transitional
rules the day-one impact on the CET1 ratio
is negligible

Based on the 2017 balance sheet the
Group’s early assessment of the impact of
final Basel lll reforms to be implemented

in 2022 is an increase in the Group’s
risk-weighted assets (RWASs) of 10-

15 per cent

The Board has recommended resuming
a dividend given improving financial
performance and strong capital starting
with a full year dividend for 2017 of 11
cents per ordinary share. The intent is to
increase the dividend per share over time
as the Group’s performance improves

Underlying profit before tax
175% higher year-on-year

$3.0bn
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2017 2016 Better/(worse)
$million $million % o
Operating income 14,289 13,808 3 g
Other operating expenses (8,599) (8,465) @ %
Regulatory costs (1,301) (1127) (15) 3
UK bank levy (220) (383) 43 -
Operating expenses (10,120) (9,975) ©]
Operating profit before impairment losses and taxation 4,169 3,833 9
Impairment losses on loans and advances and other credit risk provisions (1,200) 2,382 50
Other impairment (169) (383 56
Profit from associates and joint ventures 210 25 nm
Underlying profit before taxation 3,010 1,093 175 z
Restructuring (353) (855) nm 3
Other items (242) 171 m 7
Statutory profit before taxation 2,415 409 nm °g’_
Taxation (1,147) (600) ©1) 8
Profit/(loss) for the period 1,268 (191) nm g
Net interest margin (%) 1.6 15 %
Underlying return on equity (%) 35 03 5
Statutory return on equity (%) 1.7 11
Underlying earnings per share (cents) 47.2 34
Statutory earnings/(loss) per share (cents) 23.5 (14.5)
Dividend per share (cents) 11 -
Common Equity Tier 1 (%) 13.6 13.6

Underlying income

Operating income of $14.3 bilion was up

3 per cent year-on-year. Good momentum in
Transaction Banking, Wealth Management
and Deposits, particularly across Greater
China & North Asia, together with higher
Treasury income more than offset the
impact of industry-wide lower volatility in
Financial Markets.

> Corporate & Institutional Banking income
was flat year-on-year. Excluding losses
incurred in 2016 in relation to Principal
Finance, income was 3 per cent lower
as the impact of low volatility in Financial
Markets more than offset higher income
from Transaction Banking

> Retail Banking income was 4 per cent
higher year-on-year and 7 per cent higher
excluding the impact of exiting Retail
Banking in Thailand and the Philippines.
The Group’s focus on Priority clients
resulted in a strong performance in Wealth
Management and Deposits. This more
than offset the impact of lower margins
on unsecured lending to Personal clients

> Commercial Banking income was
3 per cent higher year-on-year with broad
based growth in Transaction Banking,
Financial Markets and Corporate Finance
offsetting lower income from Lending

> Private Banking income was 1 per cent
higher year-on-year and 6 per cent higher
excluding an insurance recovery booked
in the first quarter of 2016. This followed
good growth in income from investment
products that now account for around
65 per cent of total assets under
management

> Income from Central & other items
(segment) was 29 per cent higher
year-on-year benefiting from a lower
interest expense than in 2016. Gains in
the first half from active interest rate
management and a third quarter dividend
from a strategic investment were largely
offset by a hedge accounting adjustment
in the fourth quarter

> Income from Greater China & North Asia
was up 8 per cent year-on-year following
a strong performance in Hong Kong and
further improvement in Korea

SjusLWale]S [BIOUBUIS

> ASEAN & South Asia income was
5 per cent lower year-on-year. Excluding
the impact of Retail Banking business
exits, income was 2 per cent lower with
improved performances in Retail Banking
and Commercial Banking offset by the
impact of low volatility in Financial Markets,
particularly in Singapore which is a major
Financial Markets hub for the region

> Income from Africa & Middle East was
broadly stable year-on-year and up
3 per cent on a constant currency basis

> Europe & Americas income was 4 per cent
lower year-on-year. The region’s status in
the Group as a hub for Financial Markets
activity meant it was particularly impacted
by industry-wide lower volatility. The region
is a significant contributor to the Group
with around one-third of Corporate &
Institutional Banking income originated
with clients that are based there

uonewJoyul Arejusws|ddng

Underlying expenses

Other operating expenses of $8.6 billion were
up 2 per cent year-on-year driven primarily
by higher variable pay arising from the
Group’s improved business performance.
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Group Chief Financial Officer’s review continued

Performance summary continued

Regulatory costs of $1.3 bilion were

15 per cent higher year-on-year, reflecting the
implementation of a number of significant
regulatory programmes.

The UK bank levy of $220 milion included a
$105 million benefit in relation to changes to
estimates made in previous years and as a
result was $163 million lower year-on-year.
The UK bank levy in 2018 is expected to be
around $310 million.

The Group had by the end of 2017
delivered over 85 per cent of its $2.9 billion
three-year gross cost efficiency target set in
November 2015. This is ahead of plan and
has created capacity to fund investments
and offset inflation.

Underlying impairment

Loan impairment of $1.2 billion was half the
level seen in 2016 benefiting from past
actions taken to improve the Group’s risk

profile. The year-on-year improvement was
broad-based by client segment and region.
Increases in loan impairment in the fourth
quarter related to a small number of
Commercial Banking clients the Group

had been monitoring for some time and a
one-off provision in Retail Banking following
a change to regulation in Korea.

Other impairment was lower year-on-year
following the Group’s decision to exit Principal
Finance which in 2017 was reported within
restructuring and is therefore excluded from
the Group’s underlying performance.

Profit from associates and

joint ventures

Profit from associates and joint ventures
of $210 million reflected an improved
performance of the Group’s joint venture
in Indonesia and the continuing good
performance of the Group’s associate
investment in China.

Profit before tax

As a consequence of the many actions
taken since 2015 underlying profit before
tax of $3.0 bilion was 175 per cent higher
year-on-year and 71 per cent higher
excluding the impact of Principal Finance
losses in 2016. Statutory profit before tax of
$2.4 billion which is stated after restructuring
and other items was $2.0 billion higher.

These actions have resulted in improved
operating profit across most client segments
including a significant increase in Corporate &
Institutional Banking and good growth in
Retail Banking, while Commercial Banking
returned to profit. By region, improvement
across Greater China & North Asia offset the
impact of lower income from the Group’s
Financial Markets hubs located in ASEAN

& South Asia and Europe & Americas. The
prior year performance in Central & other
items (region) was impacted by Principal
Finance losses.

2017 2016 Better/(worse) 2017 2016 Better/(worse)

$million $million % $million $million %

Corporate & Institutional Banking 1,261 435 190  Greater China & North Asia 1,942 1,340 45
Retail Banking 873 766 14 ASEAN & South Asia 492 629 22
Commercial Banking 282 (120) nm  Africa & Middle East 642 431 49
Private Banking (1) 32 nm  Europe & Americas 71 (148) nm
Central & other items 595 (20) nm  Central & other items (137) (1,159) nm
Underlying profit before taxation 3,010 1,093 175  Underlying profit before taxation 3,010 1,093 175

Group credit quality and liquidation portfolio

The credit quality of the Group overall has
improved year-on-year with the focus on
better quality origination within a more
granular risk appetite driving improvement
across all client segments. The Group
remains watchful for emerging risks in view
of persistent challenging conditions as well
as continued geopolitical uncertainty.

The Group’s client exposures are well
collateralised, well diversified, and
remain predominantly short tenor.

Non-performing loans

Gross non-performing loans (NPLs) in the
ongoing business were $573 million higher
year-on-year driven by increases related to
the downgrade in the fourth quarter of a
small number of Corporate & Institutional
Banking clients partly offset by write-offs

Standard Chartered
Annual Report 2017

and recoveries in Commercial Banking and
lower NPLs in Retail Banking. New inflows
into NPLs related primarily to a small number
of exposures that the Group had been
monitoring for some time in the oil and gas
support services sector and in India.

Credit grade 12 accounts

Credit grade 12 accounts were stable
year-on-year. Increases in the fourth
quarter related to the downgrade of a small
number of Commercial Banking exposures
in Africa & Middle East to reflect the
continued challenging conditions there.

Cover ratio

The cover ratio of NPLs in the ongoing
portfolio reduced from 69 per cent at
31 December 2016 to 63 per cent at

31 December 2017. The cover ratio including
collateral increased from 74 per cent to

79 per cent over the same period, reflecting
the higher degree of collateral held against
new inflows into NPLs.

Liquidation portfolio

The Group has made significant progress
exiting exposures in the liquidation portfolio
having reduced gross NPLs by $1.6 bilion
since 31 December 2016. The Group has
since November 2015 reduced RWAs
associated with this portfolio from $20 billion
to $815 million. The exposures are

86 per cent covered with net NPLs of

$653 million remaining to be exited.



2017 2016
Ongoing Liquidation Ongoing Liquidation
business portfolio Total business portfolio Total
$million $million $million $Smillion $milion $million

Impairment
Underlying loan impairment 1,200 - 1,200 2,382 - 2,382
Restructuring loan impairment 42 120 162 - 409 409
Statutory loan impairment 1,242 120 1,362 2,382 409 2,71
Loans and advances
Gross loans and advances 289,007 2,248 291,255 258,396 3,854 262,250
Net loans and advances 284,878 675 285,553 254,463 1,433 255,896
Credit quality
Gross non-performing loans 6,453 2,226 8,679 5,880 3,807 9,687
Individual impairment provisions (3,607) (1,573) (5,180) (3,355) (2,421) (5,776)
Net non-performing loans 2,846 653 3,499 2,525 1,386 3,911
Credit grade 12 accounts' 1,483 22 1,505 1,499 22 1,521
Cover ratio (%) 63 71 65 69 64 67
Cover ratio after collateral (%) 79 86 81 74 80 76
Risk-weighted assets 278,933 815 279,748 265,637 3,808 269,445

1 Includes Corporate & Institutional Banking and Commercial Banking

Restructuring and other items

The Group incurred restructuring charges in
2017 of $353 million relating primarily to the
ongoing reduction of the liquidation portfolio
and exit of the Principal Finance business as
well as redundancy costs. Restructuring
charges since November 2015 total

$3.1 billion and are in line with guidance with
the exit of the Principal Finance portfolio and

the remaining exposures in the liquidation
portfolio left to complete.

In 2017 as part of its annual assessment
the Group incurred goodwill impairment

of $320 million related to an increase in
the discount rate applied to its subsidiary
in Taiwan.

In 2017 the Group realised a $78 million
net gain on completion of the disposal of
equity investments.

2017 2016

Restructuring Other items Restructuring Other items

$million $million $milion $million

Operating income 58 78 (85) 337
Operating expenses (297) - (236) -
Impairment losses on loans and advances and other credit risk provisions (162) - 409) -
Other impairment (10) (320) ©63) (166)
Profit/(loss) from associates and joint ventures 58 - ©62) -
Profit before taxation (353) (242) (855) 171

Balance sheet and capital

Balance sheet

Net loans and advances to customers were
up 12 per cent year-on-year to $285.6 billion
with strong and broad-based growth across
arange of products including in the fourth
quarter. Customer deposits of $411.7 bilion
were up 9 per cent year-on-year as the
Group continued to focus on improving the
quality and mix of its liabilities. As a result,

the Group’s customer advances to
customer deposits ratio increased to
69.4 per cent compared to 67.6 per cent
as at 31 December 2016.

CET1 ratio

The Group is well capitalised with a CET1
ratio at the end of 2017 of 13.6 per cent.
The benefit of profits after a deduction for

a dividend was offset by a $10.3 billion
increase in RWAs primarily relating to the
application of loss given default (LGD) floors
for certain exposures to financial institutions.
A lower increase is expected in 2018 from
the application of LGD floors for certain
exposures to corporates.

Sl
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Officer’s review

Group Chief Financial Officer’s review continued

Balance sheet and capital continued
. ____________________________________________________________________________________________________________________________________________________________________________|

IFRS 9

The estimated impact of adopting IFRS 9

on 1 January 2018 is an increase in credit
provisions of $1.2 bilion and, in line with
previous guidance, a reduction in the Group’s
CETH1 ratio by approximately 15 basis points.
Under transitional rules some components of
IFRS 9 are phased in over five years resulting
in a negligible day-one impact on the CET1
ratio. More detail on the impact on loan
impairment as well as the classification and
measurement of financial instruments is set
out in note 41 on page 304. The Group will

publish a transition report ahead of the first
quarter 2018 interim management statement.

Final Basel lll reforms

In December 2017 the Basel Committee on
Banking Supervision published final details of
its Basel lll reforms. First announced in 2010
as a response to the global financial crisis
these reforms seek to restore credibility in
the calculation of RWAs and improve the
comparability of banks’ capital ratios. These
reforms that are expected to be implemented
in 2022 include changes to the capital

calculation methodology for credit and
operational risk and introduce constraints on
the estimates banks make when they use
their internal models for regulatory capital
purposes, and, in some cases, remove the
use of internal models. National discretion
and how these reforms might be transposed
into law make it difficult to reliably estimate
the impact but based on the 31 December
2017 balance sheet the Group’s early
assessment is an increase in RWAs of

10-15 per cent.

Increase / Increase /
2017 2016 (decrease) (decrease)
$million Smillion Smillion %
Loans and advances to banks 81,325 74,669 6,656 9
Loans and advances to customers 285,553 255,896 29,657 12
Other assets 296,623 316,127 (19,504) ©®)
Total assets 663,501 646,692 16,809 3
Deposits by banks 35,486 37,612 2,126) ©)
Customer accounts 411,724 378,302 33,422 9
Other liabilities 164,484 182,120 (17,636) @)
Total liabilities 611,694 598,034 13,660 2
Total equity 51,807 48,658 3,149
Total equity and liabilities 663,501 646,692 16,809 3
Advances to deposits ratio (%) 69.4 67.6 - -
Common equity tier 1 ratio (%) 13.6 136 - -
Risk-weighted assets 279,748 269,445 10,303 4

Summary

We have made encouraging progress
transforming the Group with good
momentum in key investment areas
contributing to significant improvements
in both underlying and statutory profits.

Competition remains strong and certain
geopoalitical tensions are elevated but
economic conditions are improving and
emerging regulatory clarity has allowed
us to resume paying dividends.

Standard Chartered
Annual Report 2017

It is encouraging to see the improvement in
profitability and the increased balance sheet
momentum but there is still a long way to

go before returns are at acceptable levels.
Transitioning to a higher quality income and
more sustainable business takes time but we
are evidentially heading in the right direction.

We are investing to enhance controls and
improve productivity to make us safer and
simpler to do business with. Cost efficiencies
are funding the investments in systems and
processes that will enable us to engage more
confidently and effectively with our clients.

The focus now is on ensuring that we share
in the natural sectoral growth in our markets
through maintaining and developing
ever-closer relationships with our clients,
further reducing our costs of funds and
realising the benefits of our continuing
technology investments.

A

_— -

Andy Halford
Group Chief Financial Officer

27 February 2018



Group Chief Risk Officer’s review

A refreshed approach
to managing risk

2017 was a year of continued progress
for the management of risk in the Group.
With stronger origination discipline and
targeted growth, the Group has seen
improved asset quality across our
businesses. Loan impairment was lower,
and diversification across industry sectors
and geographies increased as the Group
continued to add new clients selectively.
Our focus on embedding a sustainable
risk culture and an effective enterprise risk
management approach is helping to build
amore resilient bank for the benefit of our
colleagues, clients and investors.

We have made significant progress in

our work to combat financial crime and
have increased focus on our cyber risk
management capabilities. We recognise
that these are continually evolving threats
and we cannot stand still in our fight to protect
our business and society more generally.

In addition we have developed a framework
to refine and strengthen our conduct
environment, and this will be a key priority

in 2018. Risk is a shared responsibility of
everyone in the Group, and is an intrinsic
part of every decision that we make.

An update on our key
risk priorities

Risk management is a dynamic process.
Market-wide and company-specific

Mark Smith
Group Chief Risk Officer

factors constantly reshape our business
environment. We have a number of ongoing
initiatives that will further enhance the risk
management framework and capability of the
Group. Here is an update of the progress
against our key priorities in 2017.

> Strengthen the Group’s risk culture
—We have made good progress on
embedding a strong risk culture and
increased focus on frontline ownership of
risk, alongside further development of our
Enterprise Risk Management Framework.
This facilitates more dynamic risk
identification and enables us to establish
a clear linkage between strategic decision-
making and risk management, as well as
identifying and managing correlations
across risk types

> Manage and improve information and
cyber security — High profile security
breaches have been a recurring focus in
the media headlines and among regulators
throughout 2017. We are placing even
greater emphasis on improving our
defences, creating stronger control
frameworks, and expanding intelligence
sharing efforts to keep pace with the
evolving threats in cyberspace. The Group’s
deepening network of external partnerships
strengthen our own inteligence efforts as
well as those across the broader financial
services sector. The Group is a founding

member of the Cyber Defence Alliance,
an external organisation which facilitates
information sharing with UK banks and
law enforcement; a board member of the
Financial Services — Information Sharing &
Analysis Center; and a member of the
National Cyber-Forensics & Training
Alliance, for real-time information sharing
and analysis. The Group also operates a
Collective Inteligence & Command Centre
to coordinate physical and cyber security
responses to incidents

> Enhance the compliance management
framework — \We have enhanced our
compliance systems and controls, and
improved the capability of our compliance
resources. We have embedded ownership
and responsibility for conduct across our
geographic footprint, businesses and
functions in a systematic and sustainable
manner. We have strengthened our efforts
to promote awareness of, and confidence
in the Speaking Up Programme including
extending our Speaking Up channels to
the public

Further details on the Group’s Speaking Up
Programme can be found in the Directors’ Report
(page 68)

> Manage financial crime risks — \We
are committed to playing our part in the
fight against financial crime. We continued
to enhance our controls, systems and
processes in 2017 as well as continuing to
educate and engage all of our people on
financial crime risk and the human and
social harm of such crimes. The financial
crime landscape continues to evolve,
and we recognise the need to be vigilant
against new and transforming threats as
well as adapting to changes in relevant
regulation and sanctions regimes. In 2017
we built a dedicated Cyber Financial
Inteligence team in the US, and continued
our Correspondent Banking Academy
initiative across all of the regions in which
we operate. This programme seeks to
support our clients in enhancing their
financial crime controls, and share
international best practices and learning
materials. In October 2017 we also held
our first Financial Crime Risk Management
Academy for non-government
organisations as part of our ‘De-risking
through education’ initiative. Our
collaborative approach enables us
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to continue providing services which are
vital to the world economy in a safe and
sound way

+ More information about the Group’s commitment
to fighting financial crime can be found at
sc.com/fightingfinancialcrime

> Improve the risk and compliance
infrastructure — The Group has
multiple initiatives underway to improve
infrastructure for compliance risk
management, exposure management,
data quality, stress testing, operational risk
management and reporting. We have also
worked to streamline and simplify our
processes to serve clients better and
drive internal efficiencies

Our risk profile and performance
in 2017

The quality of our loan book has improved

in 2017, with a focus on better quality new
origination driving a stronger portfolio across
all business segments, although we remain
watchful for any emerging risks. This is
aligned to a more granular risk appetite and
enterprise-wide risk management approach.
Our capital and liquidity positions remain
strong, with all metrics above regulatory
thresholds. The Group’s client exposures
remain predominantly short tenor and our
portfolio is well diversified across various
dimensions.

We have seen a significant decrease in loan
impairment across all businesses, with
overall loan impairment down 51 per cent
to $1.4 bilion in the last 12 months.

Overall gross non-performing loans (NPLs)
for the Group have reduced as increases in
the ongoing book were more than offset by
planned reductions in the liquidation portfolio.
Gross non-performing loans (NPLs) for the
ongoing business increased from $5.9 bilion
to $6.5 billion in 2017, driven by a small

Principal Risk Types

Risk Officer’s

number of exposures in Corporate &
Institutional Banking from oil and gas support
services and India. The majority of these
counterparties were on early alert for an
extended period prior to transferring to NPL
and do not indicate any new areas of stress
for the overall portfolio.

\We continue to focus on early identification
of emerging risks so that we can manage
any areas of weakness on a proactive basis.

The cover ratio of NPLs in the ongoing
business reduced from 69 per cent to

63 per cent, and including collateral
improved to 79 per cent from 74 per cent.

Global financial markets experienced low
volatility and average Group VaR was

19 per cent lower than the previous year at
$26 million (2016: $32 million). The largest
operational risk loss recognised as at

31 December 2017 relates to the Group’s
$17.2 milion settlement of a United States
class action brought against a number

of banks concerning foreign exchange
benchmark rates.

Further details of the 2017 risk performance are set
out in the Risk update (pages 120 to 121) and the
Risk profile section (pages 122 to 159)

An update to our risk
management approach

It is critical that our risk management
approach continues to evolve and develop
to meet the ever-changing risk landscape
facing our business, to ensure it remains
relevant and effective in generating safe

and sustainable performance and growth

for the Group. In 2017 we embarked on a
key initiative to build out the Enterprise Risk
Management function. This allows the Group
to identify and manage risks holistically,
ensuring the appropriate governance,
oversight and information is in place to run a
safe, secure and well-controlled organisation.

How these are managed

It also strengthens the Group’s capabilities to
understand, articulate and control the nature
and level of risks we take while still effectively
serving our clients.

As part of this initiative, a revised Enterprise
Risk Management Framework was approved
in December 2017, for implementation in 2018.
We are continuing to develop a well-defined,
healthy risk culture that is understood

across the Group, as well as a clear control
framework with sharper delineation of
responsibilities between the three lines of
defence. Further details on the Group’s three
lines of defence model are set out in the
Enterprise Risk Management Framework
section (page 161). We are also formalising
the links between our strategy, risk appetite
and stress testing to facilitate more dynamic
risk identification and develop management
processes which clearly integrate risk
considerations into strategic decision making.

As part of these changes we have made

a number of amendments to our Principal
Risk Types. Specifically we have elevated
Compliance, Information and Cyber security,
Financial crime, and Conduct risk to

Principal Risk Types. These were previously
incorporated within the risk sub-types under
Operational risk. Principal Risk Types are risks
that are inherent in our strategy and business
model and have been formally defined in

the Group’s Enterprise Risk Management
Framework. The framework provides a
structure for the monitoring and control of
these risks through the Board-approved Risk
Appetite. The Group will not compromise
adherence to its Risk Appetite in order to
pursue revenue growth or higher returns.
The table below shows the Group’s Principal
Risk Types and how they are managed.

Further details on Principal Risks are set out in the
Risk management approach (pages 165 to 178)

Credit risk

segments and industry sectors

Country risk

controls business activities in line with the level of jurisdiction risk

Market risk

cause material damage to the Group’s franchise

Capital and liquidity risk

The Group manages its credit exposures following the principle of diversification across products, geographies, client
The Group manages its country cross-border exposures following the principle of diversification across geographies and
The Group controls its trading portfolio and activities to ensure that market risk losses (financial or reputational) do not

The Group maintains a strong capital position including the maintenance of management buffers sufficient to support its

strategic aims and holds an adequate buffer of high quality liquid assets to survive extreme but plausible liquidity stress
scenarios for at least 60 days without recourse to extraordinary central bank support

Operational risk

The Group controls operational risks to ensure that operational losses (financial or reputational), including any related to

conduct of business matters, do not cause material damage to the Group's franchise

Reputational risk

The Group protects the franchise from material damage to its reputation by ensuring that any business activity is

satisfactorily assessed and managed by the appropriate level of management and governance oversight

Compliance

compliance are unwanted, they cannot be entirely avoided

Conduct

The Group has no appetite for breaches in laws and regulations, recognising that whilst regulatory breaches or non-

The Group strives to maintain the standards in our Code of Conduct and outcomes of our Conduct Framework, by

continuously demonstrating that we “Do The Right Thing” in the way we do business

Information and
cyber security

Financial crime

incidents are unwanted, they cannot be entirely avoided

The Group seeks to avoid risk and uncertainty for our critical information assets and systems and has a low appetite for
material incidents affecting these or the wider operations and reputation of the bank

The Group has no appetite for breaches in laws and regulations related to Financial crime, recognising that whilst

1 Pension risk is now a risk sub-type of Market risk and Strategic risk has been integrated as part of the overall Enterprise Risk Management Framework. Further details of updates to
our Principal Risk Types are discussed in the Principal Risks section (pages 165 to 178)

Standard Chartered
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Principal uncertainties

The revised Enterprise Risk Management Framework will provide a consolidated way of managing risk, and result in more proactive
conversations about strategic risk. We have continued to roll out a more granular and well-defined risk appetite which enables our business to
grow in a strong and sustainable manner, but we are aware of principal uncertainties on the horizon that are not fully clear and measurable.

Here is a summary of the principal uncertainties that the Group faces, and the steps that we are taking to manage them.

Risk trend
Principal uncertainties' since2016  How these are mitigated/next steps
Geopolitical events, in particular: > We continuously monitor and assess geopolitical events and, where appropriate, manage
increase in trade protectionism, 0 the impact to the Group and our clients.
Korean peninsula geopolitical > We conduct stress tests and portfolio reviews at a Group, country and business level to
tensions, the Middle East assess the impact of extreme but plausible geopolitical events.
political situation and post-Brexit
implications
Macroeconomic conditions, in > We have a Business Risk Horizon framework that provides a 12- to 18-month forward view
particular: moderation of growth @ of the economic, business and credit conditions across our key markets, enabling us to take
in key footprint markets led by proactive action.
China and sharp interest rate > We monitor economic trends and conduct stress tests and portfolio reviews at a Group,
rises and asset corrections country and business level to assess the impact of extreme but plausible events.
Climate-related physical risks NEW > We are developing an approach for assessing energy utilities clients’ power generation
and transition risks? assets against a range of physical and transition risks, under multiple climate scenarios and
arange of time horizons. We are considering how we extend this to other sectors in 2018.
2> We have made a public commitment to fund and facilitate $4 billion toward clean technology
between 2016 and 2020.
Regulatory reviews and > We have invested in improving compliance controls, including increasing the capacity and
investigations, legal proceedings @ capability of compliance resources, enhancing systems and controls, and implementing
remediation programmes (where relevant).
> We are cooperating with all relevant ongoing reviews, requests for information and
investigations and we actively manage legal proceedings, including in respect of
legacy issues.
Regulatory changes and > We monitor regulatory initiatives across our footprint to identify any potential impact and
tax reforms @ change to our business model.
> We have established specific regulatory programmes to ensure effective and efficient
implementation of changes required by new, or changes in existing, regulations.
New technologies and digitisation NEW > We continuously monitor developments in the technology space affecting the banking sector

and the Group Management Team is exploring in more depth our approach to innovation.
> We are engaged in a series of initiatives with the aim of building our capabilities to ensure we
remain relevant in a position to capitalise rapidly on technology trends.

0 Risk heightened in 2017 @ Risk remained consistent with 2016 levels

1 Principal uncertainties refer to unpredictable and uncontrollable outcomes from certain events and circumstances which may have the potential to impact our business materially

2 Physical risks refer to the risk of increased extreme weather events while transition risks refer to the risk of changes to market dynamics due to governments’ response to
climate change

Cyber risk now forms part of our Principal Risk Types which we control and mitigate through distinct risk type frameworks, policies and
risk appetite.

> Further details on Principal uncertainties, including key changes in respect of 2016, are set out in the Risk Management Approach (pages 179 to 182)

Conclusion

We continue to make strides in building a sustainable franchise in the interests of all our stakeholders. In order to drive commerce and prosperity,
our organisation must take a long-term view by putting the needs of our clients first, supported by the right culture, people and practices.
Though there will be headwinds along the way, we will continue with our mission to be an industry leader championing trust, integrity and quality.

fantl

Mark Smith
Group Chief Risk Officer

27 February 2018
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Stakeholders and responsibilities

Our stakeholders

To drive commerce and prosperity
across our footprint, we need to
take a long-term view. Listening
and responding to stakeholder
issUes or concerns is critical to
achieving this. Ve strive to maintain
open and constructive relationships
with a wide range of stakeholders
to help us operate as a responsible
and sustainable business

We engage in regular dialogue with
stakeholders, and track and assess

long- and short-term issues based on
their impact on our business and level of
stakeholder concern. Stakeholder feedback
is shared with the senior leaders within the
Group and progress is communicated
annually through channels such as this
report. This helps inform our business
strategy and build sound relationships in
the markets where we operate.

COMMUNITY ENGAGEMENT

Empowering girls
and young women

More than 130 delegates from the
public, private and not-for-profit sectors
attended our first Beyond Girls’
Education Summit in South Africa

in 2017. The event provided insights
from advocacy, technology and
education programmes including Goal,
our programme to empower girls
through sports and life-skills training,

and generated 45 new commitments
to help young women move from
education to employment.

Standard Chartered
Annual Report 2017
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Our stakeholders

Clients

Regulators
and governments

How we serve and engage

We enable individuals to grow and protect
their wealth. We help businesses to trade,
transact, invest and expand. We also help
a variety of financial institutions — including
banks, public sector and development
organisations — with their banking needs

Our strategy is dependent on our ability to
develop deep, long-term relationships with
our clients. We aim to deliver fair outcomes
for clients by designing products and
delivering services that meet their needs
and are appropriate to their circumstances.
Where issues arise, we aim to deal with
complaints in a fast, fair and efficient way.
\We have sector-specific procedures

and processes in place to handle client
complaints in each business segment.

Engagement with clients in 2016, through
surveys, client experience forums and
third-party studies, identified a need to
simplify our processes. As a result, in 2017,
we improved the customer experience
across our businesses through continued
investment in technology innovation and
streamlined processes. Client feedback
on this indicates we are moving in the

right direction.

For more information about our clients, read the
Client segment reviews on pages 18 to 21

How we serve and engage

We engage with relevant authorities to

play our part in supporting the effective
functioning of the financial system and the
broader economy

We are committed to complying with all
legislation, rules and other regulatory
requirements applicable to our businesses
and operations in the jurisdictions within
which we operate. Our compliance with
legal and regulatory frameworks across
our markets ensures that the Group meets
its obligations. In turn, this supports the
resilience and effective functioning of the
Group and the broader financial system
and economy. On a day-to-day basis, our
Compliance and Public Affairs functions
are responsible for identifying changes to
financial services regulation, ensuring that
we comply with all requirements, and help
to manage relationships.

We actively engage with governments,
regulators and policymakers at a global,
regional and national level to share insights
and technical expertise on key policy issues.
This engagement supports the development
of best practice and the adoption of
consistent approaches across our markets.
We comply with all relevant transparency
requirements and engage with governments
and regulators in many ways, including
through ongoing dialogue, submission of
responses to formal consultations and

by joining and participating in industry
working groups.

In 2017, we engaged with policymakers at
all levels to exchange information on topics
such as prudential rules, Brexit and trade
promotion, Fintech, cyber security and
fighting financial crime.



Investors

Colleagues

How we serve and engage

We aim to deliver robust returns and

long-term sustainable value for our investors

The Group receives capital from equity and
debt investors. This supports the execution
of our business model. Our investor base
includes active traders and long-term
stakeholders, those interested solely in
financial returns and those who are also
concerned with environmental and social
issues. As such, we engage with investors
about all aspects of our financial,
environmental and social performance.
Whatever the nature of the investor, we
treat them equally and aim to balance their
diverse interests and expectations.

We communicate with investors in several
ways, including presenting scheduled results
and via ad hoc media releases. We also meet
investors at the Annual General Meeting and
at investor meetings and conferences, while
our inclusion in sustainability indices, such

as the Dow Jones Sustainability Index and
the FTSE4Good, provides investors with
independent benchmarking data on our
performance in these areas.

During 2017, acting on investor feedback

for more access to the people running our
businesses, we hosted two investor seminars
at our London office. These seminars
presented an opportunity to understand
better the strategy for our largest geographic
region, Greater China & North Asia, and

our largest client segment, Corporate &
Institutional Banking, and to hear directly
from the teams managing them.

For more information about Board engagement
with shareholders in 2017, see page 61 in the
Corporate governance section

How we serve and engage

We offer colleagues opportunities to learn
and progress. We encourage them to
improve and innovate, to take ownership
of their careers and succeed together

The strength of our diversity

With more than 86,000 colleagues in 63
markets, we are proud to represent the broad
range of cultures across the communities we
serve. Harnessing the inherent diversity of
thoughts, views and experiences across the
Group is critical to our business success

and fundamental to our purpose. We are
committed to creating a work environment
that enables our colleagues’ diverse strengths
to impact our clients and communities.

Qur vision is to create a culture of inclusion
where talents and individuality are valued
and respected, and we are working hard to
realise this. Our global Diversity and Inclusion
Council ensures we continue our collective
focus on creating an organisation where
everyone feels supported and empowered.

In 2017, we introduced a standard flexible
working practice to ensure all colleagues
have the opportunity to choose how they
work, whether that is part-time, flexible time,
or working from home.

We increased the benefits we offer new
parents globally, fully paid maternity leave
from a minimum of 40 days to a minimum of
20 weeks, and increasing fully paid parental
leave for the spouse or partner increasing
from a minimum of two days to two weeks.
We also support over 50 country-based

employee networks and three

Global Networks (Women, Disability and
LGBT & Allies). These networks raise
awareness and offer professional
development, mentoring, networking
and connections to our communities.

In 2017, the Board Remuneration
Committee agreed a Fair Pay Charter,
which sets out the principles that guide
all of our reward and performance
decision making. One of these principles
is our ongoing commitment to rewarding
colleagues in a way that is free from
discrimination on the basis of diversity,
including gender. Full details of our Fair
Pay Charter are set out on page 84 in
the Directors’ remuneration report.

Gender pay gap

We have analysed our gender pay gap for
the UK and for four of our major markets.
The gender pay gap compares the average
pay of men and women, without taking into
account some of the key factors which
influence pay, including different roles, skills,
seniority and market pay rates. Our gender
pay gap is caused by the lower number

of women in senior roles and in business
areas Where market rates of pay (both fixed
and variable) are highest.

When adjusting the hourly pay gap for men
and women carrying out roles at the same
level in the same business area across

the same markets, the gender pay gap

is significantly smaller — ranging from no
discernible gap to three per cent.

Equal pay is @ more detailed measure of
pay equality than the gender pay gap.
We also analyse equal pay as part of the
annual performance and pay review
process globally.

-+

Download our gender pay gap report at
sc.com/genderpaygap

UK HongKong Singapore UAE us
Mean hourly pay gap 30% 33% 39% 31% 24%
Mean bonus pay gap 57% 56% 55% 64% 53%
UK HongKong  Singapore UAE us
Jobs at same level and business area 3% 1% 2% 0% 3%

3/
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Stakeholders and responsibilities continued

Our stakeholders

Colleagues continued @

The Group does not discriminate based on
gender and we have made progress in
addressing the gender pay gap, but we are
clear that we have more to do. We have a
range of actions in place.

We have signed the UK HM Treasury Women
in Finance Charter and are committed to
women occupying 30 per cent of our senior
leadership roles by 2020. Since signing the
Charter, we have seen an increase in female
representation in our senior management
from 25.5 per cent to 25.7 per cent during
2017. At Board level, 30.8 per cent of
members are women and our Management
Team is comprised of 42.9 per cent women.
Two of our four regions and five of our largest
markets — Hong Kong, Singapore, India,
China and Nigeria — are run by female CEOs.

Alongside improving our flexible working
practices and parental leave, we have built
requirements into our policies and processes
to ensure that managers are making objective
and fair decisions, including gender balanced
candidate lists for hiring. We review promotion
lists and succession plans to ensure we have
adequate diverse representation.

We have also introduced training for
managers with the objective of minimising
unconscious bias. Beyond gender, we are
also committed to ensuring our colleagues
are reflective of the communities we serve,
including nationality, ethnicity, disability,
generations and sexual orientation.

All our diversity and inclusion initiatives,
including the management focus on
increasing the number of women in senior
roles in line with our Women in Finance
Charter commitment, implementing flexible
working practices globally, providing
leadership development and mentoring,
and extending our parental leave benefits
will help us to improve our diversity in senior
management roles and across all our
business areas.

Transforming our culture

In 2016, we began the process of
transforming our culture —ensuring we
become truly focused on our clients, more
innovative and efficient in a sector undergoing
profound change, as well asbeing an
employer of choice across our markets.

In 2017, we engaged with over 70,000

Standard Chartered
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colleagues to determine the valued
behaviours that clearly set out how we
achieve these goals, and ultimately our
purpose to drive commerce and prosperity
through our unique diversity. In 2018, we will
fully embed these valued behaviours in how
we select, on-board, recognise and reward
people, beginning with integrating them into
our performance management process.

Our aim is to create a truly differentiated
working environment and we are committed
to measuring progress against this goal.

We aim to increase the engagement and
retention of our colleagues and mitigate
against our key people risk of attrition.

We have developed a culture dashboard

to track progress against these measures.

Developing colleagues

We continue to focus on the development,
engagement and wellbeing of our colleagues
and we have maintained a strong focus on
talent and succession management.

In 2017, we introduced a talent evaluation tool
which was completed for over 22,000 of our
colleagues and used as an input to mid-year
performance and career conversations. At
senior levels, we completed succession plans
for 16 roles at Management Team level and
their direct reports, and development plans
are in place for all individuals appearing on
these plans. We successfully completed a
regional talent development programme for
our Africa & Middle East region, which will act
as a blueprint for our development of country,
region and global business talent pools.

In 2018, our focus is on building line manager
capabilities and developing role-based
learning curricula, as well as developing

our assessment tools to hire more people
internally, with an internal target of filing

70 per cent of Band 4 — Grade 7 roles with
internal candidates.

Our efforts to increase the development

and career opportunities of our colleagues
are reflected in an improvement in our
employee Net Promoter Score, which is four
percentage points higher year-on-year. We
have also started to track satisfaction with
development opportunities through our
engagement survey and realise there is
potential to make more improvements

this year.

In 2018, as part of the commitments in our
Fair Pay Charter, we will be rolling out a new
benefits platform which will empower our
colleagues to choose the benefits which most
suit their needs. This will accompany our
Wellbeing programme, which supports the
physical, mental, social and financial health of
our colleagues. We have a strong belief that if
we treat our colleagues well by looking after all
aspects of their wellbeing, they will be happier
and more productive at work.

Female representation

Board

Female

L1 30e

(2016: 23.1%)

N\

Management Team

Female

L) 200

(2016: 38.5%)

Senior management (Bands 1-4)

Female

L1 557%

(2016: 25.5%)

All employees

Female

1 158%
)

(2016: 46.4%)
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Employee
engagement KPI

@@

Employee Net Promoter Score
(eNPS)

Aim Increase engagement across the Group
by creating a better working environment for
our colleagues, that should translate into an
improved client experience.

59%%..

2016 2.4%

2017 5.9%

The proportion of participating colleagues that are
promoters (would recommend the Group as a great
place to work) compared to detractors

Analysis In 2017, the first year that the Group
introduced this measure, the eNPS was

5.9 per cent, meaning that more participating
colleagues would promote the Group than
would not.

Diversity and
inclusion KPI

Gender diversity in senior roles
Aim Improve gender diversity in the Group’s
top levels of management by supporting,
developing, promoting and retaining senior
women colleagues.

25.7%%..

2016 25.5%

2017 25.7%

The total number of women in the most senior

(band 1-4) roles expressed as a percentage of

total band 1-4 roles

Analysis In 2016, we signed the UK HM
Treasury Women in Finance Charter and
announced an overall target of having women
occupy 30 per cent of our top four levels of
management by December 2020. The

25.7 per cent result in 2017 was an improvement
on 2016 and takes us closer to our target.

How we serve and engage

We strive to operate as a responsible and
sustainable business, collaborating with
local partners to promote social and
economic development

Responsible and sustainable
business

This section outlines our response to
reporting requirements on environmental and
social matters, human rights, and anti-bribery
and corruption. We will continue to enhance
our reporting on these issues over time.

Our sustainability priorities — contributing

to sustainable economic growth, being

a responsible company and investing in
communities — provide a framework for how
we respond to the social and environmental
concerns of our stakeholders, and create
opportunities to improve livelihoods.

These are supported by 11 Sustainability
Aspirations, which set out measurable
actions to achieve sustainable outcomes.
Aligned to the UN Sustainable Development
Goals, the Aspirations were launched in
2017 to help address environmental and
social matters identified by stakeholders and
colleagues in our key markets. We report
progress against the Aspirations in our
separate Sustainability Summary.

+ Download our Sustainability Aspirations at
sc.com/sustainabilityaspirations

Contributing to sustainable
economic growth

We use our core business of banking

to promote sustainable development in
our markets. This means managing
environmental and social risks associated
with our lending, and financing key sectors
that drive sustainable economic growth.

Our approach to managing environmental
and social risks is set out below. Additional
information on how we finance the

opportunities associated with sustainable
development are captured in our
Aspirations. They include targets to expand
digital and financial inclusion, support
infrastructure and clean technology
development, and support microfinance
institutions.

1Jodai sio10841q

Managing environmental

and social risks

Our most significant environmental and
social (E&S) impact comes from the
businesses we finance. We have E&S risk
management procedures that guide how
we identify, assess and manage the risks
impacting our clients’ operations. \We apply
sector-specific standards, which draw on
the IFC Performance Standards, Equator
Principles and global best practice, to the
financial services we provide to clients.
These are set out in 17 sectoral and

three thematic Position Statements

that are embedded through our core
banking processes.

MaIAaJ [eldED pUB MBIABI YSIY

Mechanisms in our origination and credit
processes enable us to identify and
assess environmental and social risks in
accordance with our Position Statements.
In 2017, our dedicated Environmental and
Social Risk Management team reviewed
487 transactions that presented potential
specific risks against our Position
Statements. For all risks identified, we seek
to develop effective mitigating measures.
Where this is not possible, transactions
have been, and will continue to be,

turned down.

SjusLWale]S [BIOUBUIS

We work collaboratively with clients, other
financial institutions, industry bodies, and
civil society groups, to promote, develop
and encourage leading E&S standards. In
2017, we engaged with these stakeholders
primarily on palm oil and climate change.
This dialogue contributed to the update of
our Palm Oil Position Statement in 2017.

uolrew.ojul Areyuswa|ddng

We continued to advance the commitments
set out in 2016 in our Climate Change
Position Statement. This includes work

with the University of Oxford to develop

and implement a framework for assessing
energy Utilities clients’” power generation
assets against a range of physical and
transition risks, under different climate
scenarios and time horizons.
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Stakeholders and responsibilities continued

Our stakeholders

Society continued

Additionally, we welcomed the
recommendations by the Financial Stability
Board'’s Taskforce on Climate-related
Financial Disclosures. We joined a United
Nations Environment Programme for
Financial Institutions’ initiative to develop
analytical tools and indicators to strengthen
assessment and disclosure of climate-
related risks and opportunities.

In 2017, we started a review of all our Position
Statements, with updated and revised
statements due to be published during 2018.

Read our Position Statements at
sc.com/positionstatements

Being a responsible company

Being a responsible company is about how
we manage our business and promote the
behaviours, values and principles that enable
us to make the right decisions.

Good conduct management practices are
embedded across the Group through our
conduct management framework, which
sets out our approach to identifying,
controlling and governing conduct-related
risks. The framework aims to ensure we
have appropriate governance in place with
a transparent business model, robust
infrastructure and exemplary business
practices. This creates an environment that
supports ethical behaviour. Governance
measures support leaders in hiring and
recognising colleagues with good conduct,
while performance objectives and reward
mechanisms for colleagues are directly
linked to behaviours and values. Managing
the business in this way helps us to achieve
fair outcomes for clients, and to operate
effective markets.

Colleagues participate in mandatory training
on the Group Code of Conduct and in 2017,
99.4 per cent reconfirmed their commitment
to the Code as part of our annual process.
Failure to adhere to the Code can result in
disciplinary action and potentially dismissal.

Colleagues who committed to the
Group Code of Conduct in 2017

99.44%

Standard Chartered
Annual Report 2017

Our whistleblowing channels are available to
anyone — colleagues, contractors, suppliers
and members of the public — to raise
concerns confidentially and anonymously.
Following the re-launch of our Speaking Up
programme in late 2016, we have seen
an increase in the number of concerns
raised, which were investigated accordingly.
In 2017, we also introduced Speaking Up
Advocates in three pilot countries to help
raise awareness and ensure Speaking Up
is culturally relevant across our diverse
geographic footprint.
+ Download our Group Code of Conduct at
sc.com/codeofconduct

Fighting financial crime

Financial crime hinders economic progress
and harms communities. We are committed
to building and maintaining robust defences
to combat money-laundering, terrorist
financing, sanctions compliance breaches,
bribery, and other forms of corruption.

Our financial crime risk management
activities, which include adherence to
anti-money laundering and sanctions
policies and the application of core controls
such as client due-diligence screening and
monitoring, are led by a dedicated Financial
Crime Compliance (FCC) team. Our
anti-bribery and corruption (ABC) policies
aim to prevent colleagues, or third parties
working on our behalf, from participating in
active or passive bribery or corruption, or
from making facilitation payments.

In 2017, we strengthened our ABC policies
around employing referred candidates,
screening suppliers, third-party payments,
gifts and entertainment, sponsorship and
donations, and risk management of
intermediaries. We also extended training

for FCC country heads to equip them with
better knowledge, skills and tools to manage
and oversee ABC risk mitigation activities.

Employees who completed
anti-money laundering
training in 2017

99.2%

In 2017, 99.3 per cent of colleagues
completed ABC training and 99.2 per cent
completed anti-money laundering training.

For more, visit
sc.com/fightingfinancialcrime

Respecting human rights

We are committed to respecting human
rights and seek to ensure they are not
adversely impacted in our role as an
employer, financial services provider and
procurer of goods and services. We
recognise that our footprint and supply chain
give us the opportunity to raise awareness of
human rights and modern slavery in a wide
range of markets and industries.

Our Position Statement outlines our
approach to human rights, reflecting
international standards including the
International Bill of Human Rights, the UN
Guiding Principles, and the UK Modern
Slavery Act. This is then embedded across
arange of policies and risk management
frameworks, including our Group Code of
Conduct and Supplier Charter.

In 2017, we reviewed our exposure to
modern slavery risks via a cross-function
working group, and assessed how these
are addressed by our existing controls for
colleagues, suppliers and clients. Our 2017
Modern Slavery Statement details the
actions we are taking as a result. These
include updating contractual language to
strengthen supplier obligations to address
modern slavery, and incorporating modern
slavery awareness into our Correspondent
Banking Academy training programme.
+ Read our Supplier Charter at

sc.com/suppliercharter and our 2017 Modemn
Slavery Statement at sc.com/modernslavery

Employees who completed
anti-bribery training in 2017

99.3%



ENVIRONMENTAL PERFORMANCE

Managing our footprint

Our office in Nairobi, Kenya, is trialling
a carbon-neutral biofuel for its on-site
diesel generators that is made from
the abundant, but inedible croton nut.
It is one of several initiatives to boost
the building’s environmental efficiency;
others include LED lights and solar
photo-voltaic panels to offset power
usage, and a water recycling plant

to reduce resource use.

Annual energy use of our property
(KWh/m?/year)

Tropical climate’

2008
— 256

2017

2019 (target)

28%

Temperate climate’

since
2008

_ %
2008

2017

2019 (target)

30%

1. Tropical energy usage relates to cooling; temperate energy
usage relates to both heating and cooling

since
2008

Managing our environmental footprint
We aim to minimise the environmental
impact of our operations. Our major impact
comes from the resources we consume in
serving clients — energy, water and paper —

to allow our offices and branches to function,

and as such we measure our energy;,
water, paper and (hon-hazardous) waste
performance.

We have targets against which we measure

and manage our greenhouse gas emissions,

and reduction targets for water and energy
use. Our reporting criteria sets out the
principles and methodology, and our
Scope 1 and 2 emissions are independently
audited by The Carbon Trust.

Between 2008 and 2017, we reduced
energy consumption by 34 per cent by

introducing LED lighting, more efficient plant,

and by increasing on-site solar generation
across our properties. In 2017, greenhouse
gas emissions for fuel combustion fell by
42 per cent as we reduced our reliance on
diesel generators in those countries with
limited access to mains electricity.

We take a responsible approach to sourcing
and using water, especially given that its
availability is a growing challenge facing

our markets. Across the Group, between
2008 and 2017, we reduced water use by
36 per cent by installing low-flow water
devices and where appropriate, boreholes
and water recycling plants.

We are committed to reducing waste and
in 2017 a ‘reusable cup’ initiative in the
Singapore and London offices cut single-
use plastic cup use by 100,000 in six

months. We avoid sending non-recyclable
waste to landfill, instead composting it or
using it in energy generation, where possible.

Investing in communities

We seek to promote sustainable economic
and social development in our communities.
Our programmes focus on health and
education. In 2017, we invested $49.8 million
in the communities in which we operate.

All of our donations are guided by our
Sponsorship and Donations Policy.

Seeing is Believing, our flagship global
programme to treat avoidable blindness and
visual impairment, raised $5.6 milion in 2017
through employee fundraising and matching
by the Bank. Between 2003 and 2017,
Seeing is Believing raised $98.4 million

and reached 163.5 million people through
medical intervention, screening, training

and education.

Goal, our programme to empower girls and
young women through sport and life-skills
training, reflects our belief that education is
the foundation for economic opportunity.

In 2017, more than 95,000 girls and young
women participated in Goal, and the
programme reached more than 381,000
girls between 2006 and 2017.

We encourage colleagues to effect positive
change in their communities by providing
three volunteering days per year, and in 2017,
colleagues contributed more than 66,000
days. Through our financial education
programmes, we trained more than

117,000 young people and just over

1,500 entrepreneurs in 2017, of whom

90 per cent were women.

Our community expenditure 2017 (%)

1. Leverage'

3. Gifts in kind
(non-cash item)

4. Cash contributions 44.5%

5. Employee time
(non-cash item)

10.0%
2. Management costs  9.0%

$49.8m

0.2%

36.3%

1. Leverage data relates to the proceeds
from staff and other fundraising activity
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Driving commerce and prosperity through our unique diversity
Building long-lasting
relationships in Brazll

One of our biggest success stories in Brazil is our How our local market knowledge has
long-standing relationship with LGEBR Treasury sl E G pea i L
M Th e in l , We have always used our knowledge of local

: anagemgnt. Qy specialise In mIaOCIa S@I’\(ICGS markets to support LGEBR in developing their
including: international payments, digital banking, brand and grow their customer base in an
import financing, market trading and legal expertise increasingly competitive market. Over the past

10 years our relationship has strengthened into a
strategic partnership built on trust, understanding
and an appreciation of local and international
economies. Our competitively priced products
and services, experienced employees and
commitment to a seamless banking experience
are just a few of the reasons why LGEBR remain
one of our most loyal and valued clients.




Viability statement

Viability

The directors are required to issue a viability
statement regarding the Group, explaining
their assessment of the prospects of the
Group over an appropriate period of time
and state whether they have reasonable
expectation that the Group will be able to
continue in operation and meset its liabilities
as they fall due.

The directors are to also disclose the
period of time for which they have made
the assessment and the reason they
consider that period to be appropriate.

In considering the viability of the Group, the
directors have assessed the key factors likely
to affect the Group’s business model and
strategic plan, future performance, solvency
and liquidity taking into account the principal
uncertainties as well as the principal risks.

The assessment has been made over a
period of three years, which the directors
consider adequate as it is within both the
Group’s strategic planning horizon and the
basis upon which its regulatory capital
stress tests are undertaken. The directors
will continue to monitor and consider the
appropriateness of this period.

The directors have reviewed the corporate
plan, the output of the Group’s formalised
process of budgeting and strategic planning.
The corporate plan is evaluated and
approved each year by the Board with
confirmation from the Group Chief Risk
Officer that the Plan is aligned with the
Enterprise Risk Management Framework
and Group Risk Appetite Statement and
considers the Group’s future projections of
profitability, cash flows, capital requirements
and resources, liquidity ratios and other key
financial and regulatory ratios over the period,
where projections allow. The corporate

plan details the Group’s key performance
measures, of forecast profit, CET1 capital
ratio forecast, return on equity forecasts,
cost to income ratio forecasts and cash
investment projections. The Board has
reviewed the ongoing performance
management process of the Group by
comparing the statutory results to the
budgets and corporate plan.

The Group performs enterprise-wide stress
tests using a range of bespoke hypothetical
scenarios that explore the resilience of the
Group to shocks to its balance sheet and
business model.

To assess the Group’s balance sheet
vulnerabilities and so capital and liquidity
adequacy, severe but plausible macro-
financial scenarios explore shocks that
trigger one or more of:

> Global slowdowns, including a China
hard landing

> Sharp falls in world trade volumes

> Material and persistent declines in
commodity prices

> Financial market turbulence

Under this range of scenarios, the results
of these stress tests demonstrate that the
Group has sufficient capital and liquidity
to continue as a going concern and meet
regulatory minimum capital and liquidity
requirements.

To assess the Group’s business model
vulnerabilities, extreme and unlikely scenarios
are explored that, by design, result in the
Group’s business model no longer being
viable. Insights from these reverse stress
tests can inform strategy, risk management
and capital and liquidity planning.

Further information on stress testing is provided
in the Risk management approach section
(page 162).

The Board Risk Committee (BRC) exercises
oversight of prudential risks on behalf of the
Board, including amongst others credit,
market, capital, liquidity and funding and
operational risks.

It reviews the Group’s overall risk appetite
and makes recommmendations thereon to
the Board.

The BRC receives regular reports that
inform them of the Group’s key risks, as
well as updates on the macroeconomic
environment, geo-political outlook, market
developments, and regulatory updates in
relation to capital, liquidity and risk. In 2017,
the Committee had deeper discussions on
a number of key topics including Principal
Finance, Aviation Finance, Funds Transfer
Pricing, Credit Risk and Control Mitigants,
Financial Markets Strategy Risk Management
and Controls and Information and Cyber
Security.

Based on the information received, the
directors considered the principal
uncertainties as well as the principal risks in
their assessment of the Group’ viability, how
these impact the risk profile, performance
and viability of the Group and any specific
mitigating or remedial actions necessary.

For further details of information relevant to
the directors, assessment can be found in
the following sections of the annual report

and accounts:

> The Group’s Business model (pages 12
to 13) and Strategy (pages 14 to 16)

2 The Group’s current position and
prospects including factors likely to affect
future results and development, together
with a description of financial and funding
positions are described in the client
segment reviews and regional reviews
(pages 18 to 26)

> An update on the key risk themes of the
Group is discussed in the Group Chief
Risk Officer’s review (pages 33 to 35)

> The BRC section of the Directors’ report
(pages 69 to 72)

> The Group’s Principal uncertainties, sets
out the key external factors that could
impact the Group in the coming year
(page 35 and pages 179 to 182). Note 26
sets out information relating to legal and
regulatory matters (pages 259 to 260)

> The Group’s Enterprise Risk Management
Framework details how the Group
identifies, manages and governs risk
(pages 160 to 164)

> The Group’s Risk profile provides an
analysis of our risk exposures across
all major risk types (page 122 to 159)

> The capital position of the Group,
regulatory development and the approach
to management and allocation of capital
are set out in the Capital Review (pages
183 to 189)

Having considered all the factors outlined
above, the directors confirm that they have

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 up to 31 December 2020.

Our Strategic report from pages 01
to 43 has been reviewed and
approved by the Board

Bill Winters

Group Chief Executive
27 February 2018
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OUR COLLEAGUES

Improving practices
N ship recycling

Roger Charles | Director, Environment Social Risk Management | Singapore

Having spent over 15 years working with oil and gas tankers as an engineer,
Roger Charles, now a colleague at Standard Chartered, is working to improve
practices in one of the world’s most hazardous industries: ship recycling.

“The easy thing would be for
Standard Chartered to walk away,
but we want to improve conditions.”

Ship recycling employs an estimated 200,000 workers in Bangladesh,

with around a million people directly or indirectly related to the industry.
While it's an important economic growth driver in emerging markets,

we recognise that there are environmental and social challenges associated
with the industry, including hazardous environments for workers. As a large
international bank, we want to do what we can to help improve the industry.

“The easy thing would be for Standard Chartered to walk away, but we want
to improve conditions, and we understand that, with industries such as this,
it’s not going to happen overnight,” says Roger.

In return for our lending, the shipyards we work with have agreed to follow
internationally recognised environmental, health and safe working practices.
This includes providing safety training programmes, protective clothing, fair
working hours and regular health checks.

So that we can monitor progress, an independent environmental consultancy
audits clients annually, and Roger visits clients at least twice a year. His industry
experience means he knows what safety and environmental aspects to look
out for and, having once forged a career in building ships, he knows his way
around one.

One of our clients, PHP, has just achieved compliance with the Hong Kong
Convention, a set of internationally recognised ship recycling standards. It's the
first step for Bangladesh to become compliant and Roger sees this as a game
changer. “I'm proud to be a part of this team of industry experts. The fact that
Standard Chartered employs people like me shows it understands that
environmental social management underpins good business.”
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DIRECTORS’ REPORT Chairman’s letter

Chairman’s letter

“It Is incumbent on the Board to ensure
that the Group’s unique culture and
values are further strengthened”

This year we have made positive steps on our journey to improve our financial strength,
culture and conduct agenda, and ensure these remain on a sustainable footing for the
future. This work is ongoing as the external trends impacting the banking sector continue
to evolve. The Board has maintained its oversight of the execution of the Group’s strategy
throughout the year and we remain confident that it will deliver sustainable shareholder
value and a stronger organisation for our clients, colleagues, regulators and the
communities in which we operate. As part of those discussions the Group’s purpose and
values were considered and further shaped, which has led to our invigorated purpose
statement, ‘Driving commerce and prosperity through our unique diversity’. | believe this
typifies the essence of what we stand for and who we are. | remain convinced that
Standard Chartered is a force for good in the countries and regions in which we operate
and it is therefore incumbent on the Board to ensure that the Group’s unique culture and
values are further strengthened.

Along with other members of the Board | have continued to travel extensively across our
markets during the year, visiting many parts of the network, listening to the views and
aspirations of our clients and other stakeholders, and seeing first-hand the extent to which
the Group is so deeply rooted in the real economy, supporting trade and finance across
our many dynamic markets. The opportunities which exist across these markets are
substantial and we remain well-placed to deliver for our clients and wider stakeholders.
We held four of our Board meetings this year in our markets, Hong Kong, New York,
Singapore and Dubai, providing an opportunity for the Board to see how the strategy is
translating on the ground and engage directly with our colleagues, shareholders, clients,
regulators and others. | hosted our first Global Chairmen’s Conference, which was
well-attended by independent chairmen and senior independent directors from Group
subsidiaries across our markets. More detail on the conference can be found on page 62.

Last year | highlighted my intention to carry out a review of the Board during 2017. In March,
we commissioned an externally facilitated review of the Board and its committees to assist
in providing external input into their functioning and identify areas to enhance our overall
effectiveness. Details of the process, outcomes and actions are set out on page 60.

The Governance and Nomination Committee has been particularly focused on succession
planning and strengthening the non-executive director and management pipeline during
the course of the year. Details on this and the wider work of the Committee are set out

on pages 76 to 79. The composition of the Board has continued to evolve; in July, Kurt
Campbell stepped down from the Board after four years, to focus more time to his other
business interests; and in November, Ngozi Okonjo-lweala joined the Board as an
independent non-executive director. Ngozi is an internationally renowned economist and a
prominent African leader. Details of Ngozi's experience and skills can be found on page 49.
A more recent change saw the appointment on 1 February 2018 of Christine Hodgson

as Senior Independent Director in addition to her role as Chair of the Remuneration
Committee. She took over the role from Naguib Kheraj, who remains as Deputy Chairman
and Chair of the Audit Committee.

The Board took the decision at half year to tender the statutory audit contract in 2017 for
the year ending 31 December 2020. A thorough tender process took place in the second
half of the year, led by the Audit Committee, full details on the process followed during the
tender process can be found on page 65.

o ‘J;g/—t)

José Vinals
Group Chairman

Standard Chartered
Annual Report 2017

BOARD COMPOSITION

Gender diversity

Board
Female Male O
rSN4 319% ‘H
(2016: 23%)
Executive
Female
r SO
(2016: 0%)
INED (incl Chair)
Female Male O
0}
FS4 36% P
(2016: 27%)
Experience
International Representation Banking, risk,
experience from key finance,
markets accounting
experience
amongst INEDs
69% 31% 70%
(2016: 69%) (2016: 23%) (2016: 60%)
INED tenure
0-1 years 10%
‘_
1-8 years 30%
‘_
3-6 years 50%

6-9 years 10%

Further details on the work of the Governance and
Nomination Committee can be found on page 76



Board of directors

José Vinals (63)
Group Chairman

Bill Winters, CBE (56)
Group Chief Executive

Andy Halford (58)
Group Chief Financial Officer

Naguib Kheraj (53)
Deputy Chairman

Appointed: October 2016 and
Group Chairman in December 2016

Experience: José has substantive
experience in the international
regulatory arena and has exceptional
understanding of the economic and
political dynamics of our markets
and of global trade, and a deep and
broad network of decision-makers in
the jurisdictions in our footprint.

Appointed: June 2015

Experience: Bil is a career banker
with significant frontline global
banking experience and a proven
track record of leadership and
financial success. He has extensive
experience of working in emerging
markets and a proven record in
spotting and nurturing talent.

External appointments: Billis an
independent non-executive director
of Novartis International AG.

Bill Winters also sits on the
Management Team

Appointed: July 2014

Experience: Andy has a strong
finance background and deep
experience of managing complex
international businesses across
dynamic and changing markets.

External appointments: Andy is a
non-executive director at Marks and
Spencer Group plc and a member
of the Business Forum on Tax and
Competitiveness.

Andy Halford also sits on the
Management Team

Appointed: January 2014 and
Deputy Chairman in December 2016

Experience: Naguib has significant
banking and finance experience.

External appointments: Naguib

is Chairman of Rothesay Life, a
specialist pensions insurer, a
member of the investment committee
of the Wellcome Trust and a member
of the Finance Committee of the
Oxford University Press. Naguib
spends a substantial amount of his
time as a senior advisor to the Aga
Khan Development Network and

Committee Key

Career: José began his career as an
economist and as a member of the
faculty at Stanford University, before
spending 25 years at the Central
Bank of Spain, where he rose to be
the Deputy Governor. José has held
many other board and advisory
positions including Chair of Spain’s
Deposit Guarantee Fund, Chair of the
International Relations Committee at
the European Central Bank, member
of the Economic and Financial
Committee of the European Union,
and Chair of the Working Group on
Institutional Investors at the Bank for
International Settlements. José joined
the International Monetary Fund (IMF)
in 2009 and stepped down in

Career: Bill began his career with JP
Morgan, where he went on to
become one of its top five most
senior executives and later co-chief
executive officer at the investment
bank from 2004 until he stepped
down in 2009. Bill was invited to

be a committee member of the
Independent Commission on
Banking, established in 2010, to
recommend ways to improve
competition and financial stability in
banking. Subsequently, he served
as an advisor to the Parliamentary
Commission on Banking Standards
and was asked by the Court of the

Career: Andy was finance director at
East Midlands Electricity plc prior to
joining Vodafone in 1999 as financial
director for Vodafone Limited, the UK
operating company. Andy was later
appointed financial director for
Vodafone’s Northern Europe, Middle
East and Africa region, and later

the chief financial officer of Veerizon
Wireless in the US. He was a
member of the board of
representatives of the Verizon
Wireless Partnership. Andy was
appointed chief financial officer

of Vodafone Group plc in 2005,

serves on the boards of various
entities within its network.

Career: Naguib began his career

at Salomon Brothers in 1986 and
went on to hold senior positions at
Robert Fleming, Barclays, JP Morgan
Cazenove and Lazard. Over the
course of 12 years at Barclays,
Naguib served as group finance
director and vice-chairman and in
various business leadership positions
in wealth management, institutional
asset management and investment
banking. Naguib was also a Barclays’
nominated non-executive director of

@ Committee Chair shown in green

A) Audit Committee

Ri) Board Risk Committee

V) Brand, Values and Conduct Committee
N) Governance and Nomination Committee
©) Board Financial Crime Risk Committee
R) Remuneration Committee

September 2016 to join Standard
Chartered PLC. He was the Financial
Counsellor and the Director of the
Monetary and Capital Markets
Department and was responsible for
the oversight and direction of the
IMF’s monetary and financial sector
work. He was the IMF’s chief
spokesman on financial matters,
including global financial stability.
During his tenure at the IMF, José
was a member of the Plenary and
Steering Committee of the Financial
Stability Board, playing a key role in
the reform of international financial
regulation.

Committees: @

Bank of England to complete an
independent review of the bank’s
liquidity operations. In 2011, Bill
founded Renshaw Bay, an alternative
asset management firm, where he
was chairman and CEO. He stepped
down on appointment to the
Standard Chartered PLC Board.

Bill was previously a non-executive
director of Pension Insurance
Corporation plc and RIT Capital
Partners plc. He received a CBE

in 2013.

a position he held for nine years.
As Group Chief Financial Officer
at Standard Chartered, Andy is
responsible for Finance, Corporate
Treasury, Group Corporate
Development, Group Investor
Relations, Property and Supply
Chain Management functions.

ABSA Group in South Africa and of
First Caribbean International Bank.
He also served as chief executive
officer of JP Morgan Cazenove.
Naguib is a former non-executive
director of NHS England and served
as a senior advisor to Her Majesty’s
Revenue and Customs and to the
Financial Services Authority in

the UK.

Committees: @ Ri(R)(N)(C
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DIRECTORS’ REPORT

David Conner (69)
Independent Non-Executive Director

Christine Hodgson (53)
Senior Independent Director

Jasmine Whitbread (54)
Independent Non-Executive Director

Gay Huey Evans, OBE (63)
Independent Non-Executive Director

Om Bhatt (66)
Independent Non-Executive Director

Standard Chartered
Annual Report 2017

Board of directors

Appointed: January 2016

Experience: David has significant
global and corporate, investment
and retail banking experience,
strong risk management credentials
and an in-depth knowledge of
Asian markets.

External appointments: David
is a non-executive director of
Gaslog Ltd.

Appointed: September 2013 and
Senior Independent Director in
February 2018

Experience: Christine has strong
business leadership, finance,
accounting and technology
experience.

External appointments:

Christine is chair of Capgemini UK
plc, sits on the board of The Prince of
Wales’ Business in the Community
and is chair of The Careers &

Appointed: April 2015

Experience: Jasmine has significant
business leadership experience as
well as first-hand experience of
operating across our markets.

External appointments: Jasmine
is chief executive of London First
and a non-executive director of

BT Group plc.

Career: Jasmine began her career
in international marketing in the
technology sector and joined

Appointed: April 2015

Experience: Gay has extensive
banking and financial services
experience with significant
commercial and UK regulatory
and governance experience.

External appointments:

Gay is a non-executive director of
ConocoPhillips and Bank Itau BBA
International plc and is deputy chair
of the Financial Reporting Council.

Appointed: January 2013

Experience: Om has extensive
commercial and retail banking
experience, financial services and
leadership acumen, with deep
knowledge and experience of India,
one of our largest markets.

External appointments: Om is an
independent non-executive director
of Hindustan Unilever Ltd, Tata
Consultancy Services, Tata Steel Ltd,
Tata Motors and Chairman of
Greenko Energy Holdings.

Career: David spent his career in
the financial services industry, living
and working across Asia for 37 years,
for both Citibank and OCBC Bank.
He joined Citibank in 1976 as a
management trainee and went on to
hold a number of Asia-based senior
management roles, including chief
executive officer of Citibank India and
managing director and marketing
manager at Citibank Japan, before
leaving Citibank in 2002. David joined
OCBC Bank in Singapore as chief

Enterprise Company Ltd, a
government-backed company
established to help inspire and
prepare young people for the
world of work.

Career: Christine held a number

of senior positions at Coopers &
Lybrand and was corporate
development director of Ronson plc
before joining Capgeminiin 1997,
where she held a variety of roles
including chief financial officer for

Thomson Financial in 1994,
becoming managing director of the
Electronic Settlements Group. After
completing the Stanford Executive
Program, Jasmine set up one of
Oxfam’s first regional offices,
managing nine country operations
in West Africa, later becoming
international director responsible for
Oxfam’s programmes worldwide.
Jasmine joined Save the Children in
2005, where she was responsible
for revitalising one of the UK’s most

Career: Gay spent over 30 years
working within the financial services
industry, the international capital
markets and with the financial
regulator. Gay spent seven years
with the Financial Services Authority
from 1998 to 2005, where she was
director of markets division, capital
markets sector leader, with
responsibility for establishing a
market-facing division for the
supervision of market infrastructure,
oversight of market conduct and
developing markets policy. From

Career: Om had a career spanning
38 years with the State Bank of India
(SBI), India’s largest commercial
bank, where he held a number of
roles beginning with the lead bank
department, which pioneered
financial inclusion. He led the project
team that pioneered SBI's technology
initiative in the 1990s, undertook
assignments at SBI's Washington
and London offices and held general
management roles between 2004
and 2006, becoming managing
director of SBI in 2006, culminating

executive officer and director in 2002.
He implemented a strategy of growth
and led the bank through a period of
significant turbulence. David stepped
down as chief executive officer in
2012 but remained as a non-
executive director on the board of
OCBC Bank, before leaving the
group in 2014.

Committees: @ (A)(N)(c

David is also a member of the Combined
US Operations Risk Committee of
Standard Chartered Bank

Capgemini UK plc and chief
executive officer of technology
services for North West Europe.
Christine was previously a trustee

of Maclntyre Care and was a
non-executive director of Ladbrokes
Coral Group plc before stepping
down in May 2017.

[RISIVIOIC

Committees:

established charities. In 2010, she
was appointed as Save the Children’s
first international chief executive
officer, where she led the merger of
14 separate organisations into one
management line of 15,000 people
across seven regions and 60
countries, while aligning the
federation behind a single mission
and strategy. Jasmine stepped
down from Save the Children in
December 2015.

Committees: @ (R)(N

2005 to 2008, Gay held a number
of roles at Citibank, including head
of governance, Citi Alternative
Investments, EMEA, before joining
Barclays Capital where she was vice
chair of investment banking and
investment management. She was
previously a non-executive director
at Aviva plc and the London Stock
Exchange Group plc. She received
an OBE for services to financial
services and diversity in 2016.

Committees: © i

in his appointment as chairman

of the State Bank Group until he
stepped down in 2011. Om was
chairman of the Indian Banks'’
Association and was previously an
independent non-executive director
of Oil and Natural Gas Corporation.

Committees: RV



Dr Louis Cheung (54)
Independent Non-Executive Director

Dr Byron Grote (69)
Independent Non-Executive Director

Dr Han Seung-soo, KBE (81)
Independent Non-Executive Director

Dr Ngozi Okonjo-lweala (63)
Independent Non-Executive Director

Appointed: January 2013

Experience: Louis has a wide
breadth of knowledge and
experience of financial services,
particularly in a Greater China
context.

External appointments: Louis is
managing partner of Boyu Capital
Advisory Co, a China-focused private
equity investment firm, independent
non-executive director of Fubon
Financial Holding Company and a

Appointed: July 2014

Experience: Byron has broad and
deep commercial, financial and
international experience.

External appointments: Byron

is a non-executive director of Anglo
American plc, Tesco PLC and is
deputy chairman of the supervisory
board at Akzo Nobel NV. He is also
amember of the European Audit
Committee Leadership Network.

Appointed: January 2010

Experience: Dr Han is a
distinguished economist and has
a strong geopolitical background,
with valuable knowledge of Asia
and its economies.

External appointments: Dr Han
sits on a number of advisory boards
and is currently the UN Secretary-
General’s special envoy for Disaster
Risk Reduction and Water, special
advisor to the High Level Panel on
Water co-convened by the UN and
World Bank, chair of the High-Level

Appointed: November 2017

Experience: Ngozi has significant
geopolitical, economic, risk and
development experience and
expertise at a governmental and
intergovernmental level.

External appointments: Ngozi
holds a number of prestigious
international advisory positions
including Lazard and the Asian
Infrastructure Investment Bank. She
is Chair of GAVI, the Global Alliance
for Vaccines and Immunisations. In
addition she holds advisory panel

Fellow and Council Member of
the Hong Kong Management
Association.

Career: Louis was a global partner
of McKinsey & Company and a
leader in its Asia Pacific financial
institutions practice prior to joining
Ping An Insurance Group in 2000.
Louis worked in several senior roles
at Ping An, including chief financial
officer, before becoming group
president in 2003 and executive
director from 2006 to 2011.

Career: From 1988 to 2000, Byron
worked across BP in a variety of
commercial, operational and
executive roles. He was appointed
as chief executive of BP Chemicals
and a managing director of BP plc in
2000 and had regional group-level
accountability for BP’s activities in
Asia from 2001 to 2006. Byron was
chief financial officer of BP plc from
2002 until 2011, subsequently serving
as BP’s executive vice president,

Experts/Leaders Panel on Water and
Disaster, chair of the Water Advisory
Group at the Asian Development
Bank and co-chair of the International
Finance Forum of China. Dr Han is
non-executive director at Doosan
Infracore Co Ltd and Senior Advisor
with the Kim & Chang law firm

in Korea.

Career: Dr Han is a former Prime
Minister of the Republic of Korea.

He has a distinguished political,
diplomatic and administrative career,
serving as deputy prime minister and

and chair positions at a range

of global institutions, including
charitable foundations, non-
governmental organisations and
inter-governmental organisations.
Ngozi is a member of the G20
Eminent Persons Group reviewing
Global Financial Governance and
is an ambassador of the Open
Government Partnership.

Career: A development economist,
Ngozi spent 25 years working at the
World Bank in various positions. After
leaving in 2008, she served as the
Finance Minister of Nigeria from 2003

Committees: (R

corporate business activities, from
2012 to 2013 with responsibility for
the group’s integrated supply and
trading activities, alternative energy,
shipping and technology. Byron was
a non-executive director at Unilever
plc and Unilever NV before stepping
down in 2015.

Committees: (A) (R

minister of finance, foreign affairs and
industry and trade before serving as
prime minister from 2008 to 2009.
He also served as Korean
ambassador to the US, chief of staff
1o the president, president of the
56th Session of the United Nations
(UN) General Assembly, special
envoy of the UN Secretary-General
on Climate Change and chairman of
the 2009 Organisation for Economic
Cooperation and Development
Ministerial Council Meeting.

Committees: (v

to0 2006. She returned to the World
Bank in 2007, serving as a Managing
Director until 2011, when she was
appointed to the role of Minister of
Finance and Coordinating Minister of
Economy in the Nigerian government,
a position she held until 2015.

During her time in government she
spearheaded Nigeria’s successful
programme to obtain debt relief and
is credited with developing reforms
that helped improve governmental
transparency to stabilise and grow
the Nigerian economy.

Committees: v

Liz Lloyd, CBE (46)
Group Company Secretary

Appointed: Liz was appointed
Group Company Secretary in
January 2016.

Liz joined Standard Chartered in
2008, initially within Group
Compliance, focused on regulatory
risk and regulatory relationships,
before being appointed as Group
Head of Public Affairs, responsible
for coordinating the Group’s policies
and positioning on all political and
regulatory matters. In 2013, she was
appointed Chief Executive Officer of

Standard Chartered Bank Tanzania,
a position she held until October
2015. She received a CBE in 2008.
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Management Team

Management Team

Tracy Clarke (51)
Regional CEO, Europe &
Americas

Benjamin Hung (53)

Regional CEO, Greater China &
North Asia and CEO Retail

Banking

Anna Marrs (44)

Regional CEO, ASEAN & South
Asia and CEO, Commercial &

Private Banking

\

Sunil Kaushal (52)
Regional CEO, Africa &
Middlle East

50 Standard Chartered
Annual Report 2017

Bill Winters, CBE (56)
Group Chief Executive

Appointed: Tracy was appointed
CEO, Europe and Americas in
October 2015.

Career: Tracy joined Standard
Chartered in 1985 and has held a
number of roles in Retail, Commercial
and Corporate Banking, in addition to
Group functions, both in the UK and
in Hong Kong. From 2013 until 2015,
Tracy led a broad portfolio including
Legal and Compliance,

Appointed: Ben was appointed
Regional CEO, Greater China &
North Asia on 1 October 2015
and CEO, Retail Banking on

30 November 2017.

Career: Ben was previously CEO for
the Greater China Region. He joined
Standard Chartered in 1992 and has
held a number of senior management

Appointed: Anna was appointed
CEO, Commercial & Private Banking
on 1 October 2015 and is leading

on the restructure of an expanded
Commercial Clients business and
the build out of the Private Bank.
Anna took on the additional role of
Regional CEO, ASEAN & South Asia
in November 2016.

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

Career: Sunil has nearly 30 years

of banking experience in diverse
markets and has been with Standard
Chartered for almost 20 years,
holding senior roles across the
Wholesale and Consumer Bank.
Sunil has rich experience across the
Group’s footprint, having served as

Human Resources, Corporate Affairs
and Brand and Marketing. In her role
as CEO Europe and Americas she

is responsible for the Corporate &
Institutional Banking, Private and
Retail Banking businesses in the US,
Latin America, UK, Jersey, Germany,
France, Nordics and Turkey.

Tracy was appointed as a Director of
Standard Chartered Bank in January

positions spanning corporate,
commercial and retail banking in the
UK and Hong Kong. During 2008 to
2014, he was the CEO of Standard
Chartered Bank (Hong Kong) Ltd.
Ben was previously a board member
of the Hong Kong Airport Authority,
the Hong Kong Hospital Authority
and a Council Member of the Hong
Kong University.

Career: Anna joined Standard
Chartered as Group Head of Strategy
and Corporate Development in
January 2012. Prior to this she was

a partner at McKinsey & Company’s
Banking Practice in its Global
Banking Practice and is a recognised
expert in banking strategy. Prior

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

the Head of Corporate Banking in
UAE, Head of Originations and Client
Coverage in Singapore, Global Head
Small and Medium Enterprises and
New Ventures in Singapore and
Chief Executive Officer of Standard
Chartered Bank (Taiwan) Ltd. Before
joining Standard Chartered in 1998,
Sunil held various banking positions
at a number of leading international
financial institutions.

Andy Halford (58)
Group Chief Financial Officer

2013 and became Regional CEO
Europe & Americas in October 2015.

External appointments: Tracy is
an independent non-executive
director of Sky plc and sits on the
board of England Netball. She is
also a director of City UK.

External appointments: Benis a
member of the Financial Services
Development Council, sits on the
Exchange Fund Advisory Committee
and is a member of the General
Committee of the Hong Kong
General Chamber of Commerce.

External appointments: None.

External appointments: None.



Simon Cooper (50)
CEQ, Corporate &
Institutional Banking

Judy Hsu (54)

CEO, Singapore and ASEAN
Markets (Malaysia, Vietnam,
Thailand and Rep Offices)

Mark Smith (56)
Group Chief Risk Officer

David Fein (57)
Group General Counsel

Dr Michael Gorriz (57)
Group Chief Information Officer

Appointed: Simon joined the Group
as CEO, Corporate & Institutional
Banking in April 2016.

Career: Simon was previously
group managing director and chief
executive of Global Commercial
Banking at HSBC. He has extensive
experience across our markets and
client segments. Simon joined HSBC

Appointed: Judy Hsu was
appointed CEO Singapore in October
2015 and was appointed CEO
Singapore and ASEAN Markets
(Malaysia, Vietnam, Thailand and

Rep Offices) in October 2017.

Career: Judy joined Standard
Chartered in December 2009 as the
Global Head of Wealth Management
and led the strategic advancement
of the Bank’s wealth management
business. Prior to this, Judy spent

Appointed: Mark was appointed as
Group Chief Risk Officer and a
Director of Standard Chartered Bank
in January 2016. Mark is responsible
for managing Credit, Market and
Operational Risk across the Group
and ensuring the broader risk
framework is effective. He also

has responsibility for the Group’s
Compliance function.

Appointed: David joined the Group
in September 2013 as Group General
Counsel, advising the Board and the
Court of the Bank on all material legal
matters. He oversees Standard
Chartered’s Legal function, Group
Corporate Secretariat and Shared
Investigative Services. David also
serves as Chairman of Seeing is
Believing, the Group’s flagship
philanthropic effort dedicated to
eliminating avoidable blindness.

Appointed: Michael was appointed
Group Chief Information Officer when
he joined Standard Chartered in

July 2015.

in 1989 and held a number of

senior roles there, including deputy
chairman and chief executive officer,
Middle East and North Africa; chief
executive officer, Korea; and head of
Corporate and Investment Banking,
Singapore. He has significant
experience in the areas of corporate
finance, corporate banking and
transaction banking.

18 years at Citibank where she

held various leadership roles in its
Consumer Banking Business in Asia.
Her last role in Citibank was Regional
Head of Retail Bank for Asia Pacific
and Country Business Manager for
International Personal Banking in
Singapore.

Career: Before joining Standard
Chartered, Mark was the chief risk
officer Europe, Middle East and
Africa and global head, Wholesale
Credit and Traded Risk for HSBC.
He had a long and successful career
at HSBC, having joined Midland
Bank as a graduate trainee prior to
its acquisition by HSBC.

Career: David has held various
senior roles in the US Government,
including as US Attorney for the
District of Connecticut and as
Associate Counsel to the President.
He has extensive experience fighting
financial crime and a track record

of forming and supporting
public-private partnerships.

Career: An industry award winner,
Michael joined from Daimler AG
where he was most recently vice
president and CIO with responsibility
for the smooth operation of all
Daimler systems and the
management of [T projects globally.
He has held various CIO roles
within the Daimler group and has
spent many years working across
our footprint.

External appointments: Simon
is a member of the advisory board
of the Lee Kong Chian School

of Business.

External appointments: Judy is a
member of The Institute of Banking
and Finance Council and sits on
the Statutory Board of Workforce
Singapore.

Other roles at HSBC included chief
operating officer, Global Corporate &
Institutional Banking and he has
worked in London and Hong Kong.

External appointments: None.

External appointments: David is
amember of the board of directors
of Guiding Eyes for the Blind.

External appointments: None.
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Management Team

Management Team continued

ey
Doris Honold (51)
Group Chief Operating Officer

Tracey McDermott, CBE (48)
Group Head of Corporate,
Public and Regulatory Affairs

Pam Walkden (57)
Group Head, Human Resources

Standard Chartered
Annual Report 2017

Appointed: Doris was appointed
Group Chief Operating Officer in
October 2015, supporting the Group
Chief Executive in defining and
executing the business strategy,
reinforcing exemplary control and
governance, ensuring strategic
functional alignment and enabling
efficient business growth.

Appointed: Tracey was appointed
Group Head of Corporate, Public and
Regulatory Affairs in March 2017 and
assumed responsibility for Brand

and Marketing in November 2017.

Career: Tracey joined the Group

in March 2017 from the Financial
Conduct Authority (FCA). She joined
the Financial Services Authority (FSA)
in 2001 and went on to hold a
number of senior roles at the

Appointed: Pam was appointed as
Group Head, Human Resources in
April 2016.

Career: Pam joined the Group in
1991 and has held a number of

key roles across the organisation
including Group Head of Corporate
Affairs, Group Head of Internal Audit,
Group Head of ALM and Group
Treasurer, where she was responsible

Career: Doris joined the Group in
March 2007, and has served as the
Group Head of Market Risk and the
Chief Operating Officer for Wholesale
Banking. Doris started her career at
Dresdner Bank in Frankfurt. She held
several market risk leadership roles in
Frankfurt, Tokyo and London, before
taking over global responsibility

for Dresdner Kleinwort’s market

risk function.

FSA and more recently the FCA,
including Director, Supervision

and Authorisations and Director,
Enforcement and Financial Crime.
Tracey was appointed to the Board
of the FCA in April 2013 before being
appointed acting Chief Executive of
the FCA. She was also a member
of the Financial Policy Committee
of the Bank of England and a
Non-Executive Director of the

for the management of the Group’s
balance sheet. In 2014, she became
Group Business Head, Regions
working closely with the Global
Business Heads and Regional CEOs.
She then took on the role of interim
Group Chief Risk Officer from July
2015 to February 2016 before
assuming the role of Group Head,
Human Resources.

External appointments: None.

PRA from September 2015 until June
2016. Tracey received a CBE in 2016
for services to financial consumers
and markets.

External appointments: Tracey is
a board member of UK Finance and
an Honorary Professor at the Centre
for Commercial Law Studies, Queen
Mary University of London.

External appointments: Pam
is a lay member of The Royal
Veterinary College Ethics and
Welfare Committee.
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Board and committee structure

Audit Committee > Read more

Oversight and review of financial, audit, internal financial on page 63

control and non-financial crime issues.
Standard Chartered PLC Board Risk Committee > Read more
The Board is collectively responsible for Oversight and review of principal risks including credit, market, on page 69 o
the long-term success of the Group and capital and liquidity, operational, country, reputational, compliance, conduct, I_:g
for ensuring leadership within a framework information and cyber security and financial crime risks. o

q =

of effective controls. The Board setsthe | oo o
strategic direction of the Group, approves Brand, Values and Conduct Committee > Read more 2
the strategy and takes the appropriate Oversight of the Group’s brand, culture, values, conduct, on page 73 -
action to ensure that the Group is suitably government and regulatory relations, sustainability priorities and 4
resourced to achieve its strategic aspirations. processes for managing reputational risk. g
The Board considers the impact of its deGISIONS =~ oo 3
and its responsibilities to all of the Group’s Governance and Nomination Committee > Read more
stakeholders, including the Group’s Oversight and review of the Board and executive succession, on page 76
employees, shareholders, regulators, overall Board effectiveness and corporate governance issues.
clients, suppliers, the environment and
the communiics WICESEEEESS Board Financial Crime Risk Committee > Read more

Oversight and review of all financial crime compliance matters. on page 80

Remuneration Committee > Readmore

Oversight and review of remuneration, share plans and other incentives. on page 83

Management Team

The Management Team comprises the Group Chief Executive and the
Group Chief Financial Officer; four regional CEOs; client segment CEOs;
and our global function heads. It has responsibility for executing
the strategy. Details of the Group’s Management Team can be found
on pages 50 to 52.

Group Chief Executive

Responsible for the management of all aspects of
the Group’s businesses, developing the strategy
in conjunction with the Chairman and the Board,
and leading its implementation.
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The Governance and Nomination Committee,
in keeping with the provisions of the UK
Corporate Governance Code, is chaired

by the Group Chairman.

Matters reserved for the Code compliance

decision of the Board and
delegated authorities

The Board discharges some of its
responsibilities directly and delegates certain
other responsibilities to its committees to
assist it in carrying out its function of ensuring
independent oversight and stewardship.
The Board also delegates authority for the
operational management of the Group’s
business to the Group Chief Executive for
further delegation by him in respect of
matters that are necessary for the effective
day-to-day running and management of the
business. The Board holds the Group Chief
Executive accountable in discharging his
delegated responsibilities.

The UK Corporate Governance Code 2016
(the Code) and the Hong Kong Corporate
Governance Code contained in Appendix 14
of the Hong Kong Listing Rules (HK Code) are
the standards against which we measured
ourselves in 2017.

All the Board committees are comprised
of independent non-executive directors
and play an important role in supporting
the Board. In addition to comprising four
independent non-executive directors, the
Board Financial Crime Risk Committee’s
membership includes three independent
external advisor members. In 2017 Sir lain
LLobban was appointed to act as an
independent advisor to the Board and its
committees on cyber security and cyber
threat management.

The directors are pleased to confirm that
Standard Chartered PLC (the Company)
complied with all of the provisions set out in the
Code and the HK Code for the year under review.

Throughout this corporate governance report
we have provided an insight of how corporate
governance operates within the Group and our
application of the principles set out in the Code
and the HK Code.

The Group confirms that it has adopted a code
of conduct regarding directors’ securities

uonewJoyul Arejusws|ddng

The full schedule of matters reserved for the
Board, along with written terms of reference

A clear schedule of matters reserved for , }
for the Board’s committees can be viewed at

the Board and terms of reference for each
of its committees are reviewed annually
against industry best practice and corporate
governance provisions and guidance,
including the Prudential Regulation Authority
(PRA) Supervisory Statement on Board
Responsibilities.

sc.com/termsofreference

transactions on terms no less exacting than
required by Appendix 10 of the Hong Kong
Listing Rules. Having made specific enquiry of all
directors, the Group confirms that all directors
have complied with the required standards of
the adopted code of conduct.

+ Copies of the Code and the Hong Kong
Corporate Governance Code can be found
at frc.org.uk and hkex.com.hk respectively
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Corporate governance

Board composition, roles and attendance in 2017

AGM

Chairman V4
J Vifals

Deputy Chairman v
N Kheraj

Executive directors

Group Chief Executive v
W T Winters

Group Chief Financial Officer /
A N Halford

Independent non-executive directors
C M Hodgson v

O P Bhatt
Dr L Cheung
D P Conner
Dr B E Grote

Dr Han Seung-soo, KBE

NSNS S

G Huey Evans, OBE
Dr N Okonjo-lweala (appointed 1 November 2017) N/A
J M Whitbread

N

Directors who stepped down during 2017

Dr KM Campbell (stepped down 26 July 2017) /

Attendance

Scheduled Adhoc

8/8

8/8

8/8

8/8

8/8

8/8
8/8
8/8
8/8
8/8
8/8

2/2
8/8

4/4

11

1

1A

11

11

11
1
1A
1
1A
11

11
11

N/A

Responsibilities

Responsible for leading the Board, the development of
the Group’s culture and ensuring its effectiveness in all
aspects of its role. Promotes high standards of integrity
and governance across the Group and ensures effective
communication between the Board, management,
shareholders and wider stakeholders.

Provides support and guidance to the Chairman as
required and, in coordination with the Chairman, acts as an
ambassador for the Board and Group in its relationships
with governments, regulators, employees, and clients.
Deputises for the Chairman at Board, general shareholder,
or other meetings when the Chairman is unable to attend.

Responsible for the management of all aspects of the
Group’s businesses, developing the strategy in conjunction
with the Chairman and the Board and leading its
implementation.

Responsible for Finance, Corporate Treasury, Group
Corporate Development, Group Investor Relations,
Property and Supply Chain Management functions.

Senior Independent Director*: Provides a sounding
board for the Chairman and discusses concerns that are
unable to be resolved through the normal channels or where
such contact would be inappropriate with shareholders and
other stakeholders. Chairs the Governance and Nomination
Committee when considering succession of the Chairman.

Provide an independent perspective and constructive
challenge, and monitor the performance and delivery of
the strategy within the risk appetite and controls set by
the Board.

* As Senior Independent Director, Christine Hodgson is available to shareholders if they have concerns that cannot be resolved through the normal channels or where such contact
would be inappropriate. She may be contacted via the Group Company Secretary at 1 Basinghall Avenue, London EC2V 5DD.

In 2017, the Group held one general meeting, our Annual General Meeting, on 3 May 2017, which was attended by all of the directors. All directors were proposed for annual (re)

election and all were successfully (re)elected.

+ The roles of the Chairman and Group Chief Executive are quite distinct from one another and are clearly defined in detailed role descriptions

which can be viewed at sc.com/roledescriptions

Standard Chartered
Annual Report 2017



Board meetings
|
To enable the Board to use its time most
effectively, it maintains a scheduled
programme of meetings and a rolling agenda.
There is sufficient flexibility in the programme
for specific items to be added to any
particular agenda to ensure that the Board
can focus on the key matters at the
appropriate time. The Board also schedules a
number of informal sessions and interactions,
which allows Board members to discuss
areas of the business, strategy and the
external environment with members of the

Management Team and/or external advisors.

Generally, members of the Management
Team and other senior executives are invited
to attend part of the meetings to ensure
effective interaction with the Board. During
the year, the Chairman met privately with
the Senior Independent Director and the
independent non-executive directors on a
number of occasions to assess their views
and discuss matters arising.

Performance against delivery of the agreed
key financial priorities is reviewed at every
meeting with particular reference to the
detailed Group management accounts.

The Group Chief Executive and Group
Chief Financial Officer comment on current
trading, business performance, the market,
employees and regulatory and external
developments at each meeting, and present
comparative data and client insight. In
addition, the Group Chief Risk Officer
periodically attends meetings to update

the Board on the key risks.

Detail of the key activities considered by the Board
in 2017 is set out on page 56. Some of these items
were considered at each meeting and others
reviewed periodically throughout the year

To the extent applicable, information required by paragraphs 13(2)(c), (d), (f), (h) and (i) of Schedule 7 of the Large and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008 is available in Other disclosures on pages 107 to 114

In 2017, the Board held eight scheduled and one ad hoc meeting, including four meetings held outside the UK in Hong Kong, New York,

Singapore and Dubai.

HONG
KONG
o o o o o o

s

2017

NEW
YORK

s

SINGAPORE
o 0 o

= a2

DUBAI
o o o o o o

s

January ‘ February ‘ March ‘April

Board activities in 2017

‘ May

‘ June ‘ July ‘ August

o': m‘ :‘o

AGM

‘ September ‘ October

‘ November ‘ December

+ Ad hoc meeting

The key activities considered by the Board during 2017 are set out on page 56.

The Board recognises the value of maintaining close relationships with its stakeholders and the importance of these relationships in delivering

the strategy and the Group’s purpose. The Group’s key stakeholders and their differing perspectives were identified and taken into account as
part of the Board’s strategy and five-year corporate plan discussions in November. These discussions centred not only on delivering increased
value for shareholders but also assessed the impact on the Group’s wider stakeholders. Details of the Group’s key wider stakeholders and the

value of the strategy for them is set out below.

Delivering value for shareholders and wider stakeholders

Driving commerce

> Our regulators’ perspective
— Robust capital base /strong liquidity position
— Standards for conduct

> Our shareholders’ perspective
— Strong performance
— Increased income, profit and return on investment

& prosperity through > Our employees’ perspective
our unique diversity — Fair and competitive remuneration
— Engaged and diverse workforce

e > Our communities’ perspective and the environment

— Positive social and economic contributions
— Strong community outreach and sustainability programme

> Our clients’ perspective
— Differentiated products, preferred bank

— Digitally enabled and positive experience
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Board activities in 2017

Corporate governance

Group strategy

> Reviewed and approved the five-year
corporate plan, as a basis for preparation
of the 2018 budget

> Discussed progress of the costs and
investment initiatives and programmes

> Reviewed and scrutinised the strategic and
operational performance of the business
across client segments, product groups
and regions, which included details of their
priorities, progress and opportunities

> Monitored and assessed the strength of
the Group’s capital and liquidity positions

> Received regular corporate development
updates

> Reviewed the Group’s corporate structure

> Monitored the delivery of the IT and
Operations strategy for the Group

Risk management
> Received regular risk reports from the
Group Chief Risk Officer

> Reviewed and approved changes to the
Group’s Risk Appetite so as to align to the
Principal Risk Types as recommended by
the Board Risk Committee

> Approved the Enterprise Risk Management
Framework as recommended by the
Board Risk Committee

> Considered the identified cyber risks
and discussed the Group’s approach to
cyber risk management and the Board’s
responsibilities in a cyber crisis. This
included specific input and guidance on
cyber threats facing the banking industry
from the Board’s independent external
advisor on cyber security and cyber threat
management

> Approved a significant new accounting
policy, IFRS 9 on recommendation of the
Audit Committee

> Reviewed the Group’s levels of insurance
cover, noted the renewal process and
approved the renewal of the Group’s
insurance policies

People, culture and values

> Discussed progress on a review and
refresh of the Group’s brand and
culture, including a focus on the new
purpose statement

> Reviewed and approved the refreshed
Group valued behaviours to support the
Group’s new purpose

Standard Chartered
Annual Report 2017

2> Noted the Group’s submission to the
Banking Standards Board’s 2017
Assessment

> Received an update on progress in
executing an integrated talent and
succession management plan across
the Group

> Reviewed the Group’s People Strategy
and its key priorities

> Discussed the results of the My Voice
employee engagement survey, the
Group’s talent pool and leadership
development programmes

- Endorsed the refresh of the Group’s Code
of Conduct

> Received an annual report on the Group’s
Speaking Up Programme

Budget and performance oversight
> Approved the Group’s 2018 budget

> Monitored the Group’s financial
performance

> Noted that management had made
presentations to the Bank of England in
respect of the 2017 stress test submission

> Approved the full year and half year results
and considered the key internal and
external factors in determining payment
of a final and interim dividend

Governance

> Approved the appointment of Ngozi
Okonjo-Iweala as an independent
non-executive director

> Reviewed and approved the Group’s
Modern Slavery Statement and received
assurance in respect to the appropriate
controls

> Approved the separation of the Deputy
Chairman and Senior Independent
Director roles and the subsequent
appointment of Christine Hodgson as
Senior Independent Director

> Considered the Group’s contingency plans
around the UK withdrawal from the EU and
approved the establishment of a subsidiary
based in Germany

> Reviewed the process undertaken by the
Audit Committee to tender the Group’s
statutory auditor and on recommendation
of the Committee, approved the
appointment of EY to take effect for the
year ending 31 December 2020

> Noted progress against the 2016/17
Board effectiveness action plan and
discussed the observations and themes
arising from the 2017 Board and
Committee effectiveness review and
approved the 2017/18 action plan

> Received an update on the impact of the
Senior Managers Regime on the Group
and the implementation of its requirements

> Approved changes to the Board Diversity
Policy

> Received Board committee updates on
key areas of focus

External environment

> Received internal and external briefings
and input across a range of topics,
including:

— the macroeconomic and financial
environment in the UK

China’s economic outlook and political
reform landscape

— US economic and political issues and
overview of US and global markets

— UAE economic and political themes

> Discussed the opportunities to capitalise
on China’s Belt and Road initiative

> Considered the evolving macroeconomic
headwinds and tailwinds and the impact
on financial performance

> Considered the competitive and market
position across the Group’s footprint

Shareholder and stakeholder

relationships

> Engaged with investors, held meetings
with brokers, discussed the views of
institutional shareholders and responded
to retail shareholders’ questions at the
Annual General Meeting

> Some Board members as part of their
overseas travel participated in community
engagement activities and projects

> Engaged with the PRA on the findings
of the 2017 Periodic Summary Meeting
Letter

> Engaged with the Financial Conduct
Authority (FCA) on the findings and
assessment of the Group following
the completion of the 2016 Firm
Evaluation Letter

> Engaged with key clients and regulators
(Monetary Authority of Singapore and
Hong Hong Monetary Authority) as part
of the Board overseas visits

> Discussed periodic updates from Investor
Relations which included receiving updates
on the share price, performance metrics
and investor and analyst sentiment

> Noted regulatory developments,
throughout the year including in respect
to the ongoing investigations conducted
by certain US authorities



Visits across our markets

The Group’s culture of transparency and
openness ensures that independent
non-executive directors have wide-ranging
access to management and information
which assists in maintaining high levels of
engagement and oversight. The exposure
our independent non-executive directors
have to the Group is in part demonstrated
through the visits that they make both as a

Board and independently throughout our
markets. These trips are invaluable as a way
for the independent non-executive directors
to gain an on-the-ground understanding

of the opportunities and risks we face and

to validate the Group strategy. In addition

the overseas Board meetings and adjoining
engagement programmes provide a
significant opportunity for the Board to meet
with the Group’s senior management, clients,

employees, communities, regulators,
shareholders, subsidiary board members
and other stakeholder groups throughout
our network.

The external advisor members to the Board
Financial Crime Risk Committee joined the
Board on a number of the overseas Board
meeting programmes, held in Hong Kong,
New York, Singapore and Dubai.

Independent non-executive directors, Board Financial Crime Risk Committee
external advisor members and Group Chairman’s visits to our markets in 2017

Europe &
Americas

Europe & Americas
Destination Visits
Bogoté, Colombia
Brasilia, Brazil

Stanley, Falkland Islands
Frankfurt, Germany
Saint Helier,Jersey

New York, US 15

Séo Paulo, Brazil 1

O (O G [ g S

Africa &
Middle East

Africa & Middle East

Destination Visits
Amman, Jordan 1
Dubai, UAE 14
Accra, Ghana 2
Manama, Bahrain 1
Lagos, Nigeria 2

Greater China & North Asia

Destination Visits
Beijing, China 3
Hong Kong 15
Seoul, Korea 4
Shanghai, China 4
Tokyo, Japan 1
Taipei, Taiwan 1

Greater China :
& North Asia

ASEAN &
South Asia

ASEAN & South Asia

Destination Visits
Jakarta, Indonesia 2
Karachi, Pakistan 2
Islamabad, Pakistan 1
Kuala Lumpur, Malaysia 1
Singapore 14
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External directorships and
other business interests

Board members hold external directorships
and other outside business interests. We
recognise the benefits that greater
boardroom exposure provides our directors.
However, we closely monitor the number of
directorships our directors take on to satisfy
ourselves that any appointment will not
adversely impact their role at Standard
Chartered and that all of our Board members
are compliant with the PRA requirements and
other shareholder advisory groups’ guidance
on ‘over-boarding’. These requirements
impose a limit on the number of directorships
both executive and independent non-
executive directors are permitted to hold.
Details of the directors’ external directorships
can be found in their biographies on

pages 47 to 49.

Director induction

Before committing to an additional
appointment, directors confirm the existence
of any potential or actual conflicts; that the
role will not breach their limit as set out by the
PRA; and provide the necessary assurance
that the appointment will not adversely
impact their ability to continue to fulfil their
role as a director of the Group. The Board’s
executive directors are permitted to hold

only one non-executive directorship. Of our
executive directors, Andy Halford is a
non-executive director of Marks and Spencer
Group plc, listed on the FTSE 100, and

Bill Winters is a non-executive director

of Novartis International AG, listed on

SIX Swiss Exchange.

Time commitment

Our independent non-executive directors
commit sufficient time in discharging their
responsibilities. In general, we estimate that
each independent non-executive director
spent approximately 35 to 50 days on
Board-related duties, and considerably
more for those who chair or are members
of multiple committees.

All directors receive a full, formal and tailored
induction on joining the Board to ensure that
they are provided with the knowledge and
material to add value from an early stage. Al
inductions are supplemented with a detailed
handbook, which includes information on a
broad range of matters relating to the role of
being a director on a UK board, as well as
detail of applicable legislation, regulation and

DIRECTOR INDUCTION
José Vinals

related procedures and best practice.

Each induction is facilitated through a series
of in-depth group and one-to-one briefing
sessions in the UK and across our markets.
These sessions include meetings with senior
management, clients, major shareholders,
regulators, colleagues and other stakeholders
as well as involvement in local social
responsibility activities. The Group Company

José Vifals’ induction began in October 2016, following his appointment to the Board as Chairman
designate, with a well-managed two month handover period from outgoing Chairman, Sir John Peace.
José’s formal induction programme, the detail of which was shared in last year’s report, was extensive
and tailored to maximise his knowledge and understanding of multiple subject matters. It included a
combination of face-to-face meetings with, and briefings from senior management across the client
segments, product groups, regional businesses and functions, as well as numerous meetings with
shareholders and other stakeholders. José travelled extensively around our markets during 2017,
where he was able to gain an on-the-ground understanding of the market, the business, our
colleagues and wider stakeholders. José completed his formal programme of induction in the
summer, and is now highly engaged and focused on his ongoing development.

Ongoing development plans

Training and development of our directors
does not end following their induction.
Ongoing and continual development of our
directors is crucial to ensure that the Board
remains highly engaged, effective and well
informed. In addition, mandatory training
and ongoing engagement plans are a key
element of each director’s fit and proper
assessment as required under the Senior
Managers Regime. During the year, all
directors received a combination of
mandatory training, briefings, presentations,
guest speakers and papers on a range of
subjects to ensure that each director’s

Standard Chartered
Annual Report 2017

contribution to the Board remains well-
informed and up to date. In addition the
committee members received specific
training relevant to the work of their
committee, for details of these topics
see the relevant committee pages.

Directors’ formal ongoing training took the
form of refresher training on their statutory
duties as a director of a UK and Hong Kong
listed company, with a particular focus on
identifying and managing conflicts of interest;
an update on UK regulatory and governance
responsibilities and obligations. The table on
page 59 gives further detail on who received
additional briefings.

Secretary also provides support throughout
the induction process. The induction
programmes are usually completed within
the first six to nine months of a director’s
appointment. The programmes are
regularly reviewed and take into account
directors’ feedback to ensure they are
continually improved.

|

S

José Viials | Group Chairman

Support is provided to the directors by the
Group Company Secretary and the Group
Corporate Secretariat team. Directors also
have access to independent professional
advice at the Group’s expense where they
judge it necessary to discharge their
responsibilities as directors.



Directors’ induction and ongoing development in 2017

J Vifals
W T Winters
A N Halford

O P Bhatt

Dr KM Campbell
(stepped down 26 July 2017)

Dr L Cheung

D P Conner

Dr B E Grote

Dr Han Seung-soo, KBE
C M Hodgson

G Huey Evans, OBE

N Kheraj

Dr N Okonjo-lweala
(appointed 1 November 2017)

J M Whitbread

China’s  US economic
Visits to our economic and political
Directors’ markets and Macroeconomic outlook & issues &
duties and meetings and financial political and overview of UAE economic
Induction regulatory with local environment reform  US and global and political
training’ updates  management in the UK? landscape? markets? themes?
v v v v v v v
v v v v v v
v v v v v v
v v v v v v
v v v v v
v v v v v v
v v v v v v
v v v v v v
v v v v v v
v v v v v v
v v v v v v
v v v v v v
v v v v
v v v v v v

1. Applicable to directors who received induction training during 2017

2. These briefings took the form of a combination of presentations, Board dinners and discussions

v Director attended the session

v Director did not attend the session but received the update by circulation of papers

DIRECTOR INDUCTION
Ngozi Okonjo-lweala

Ngozi Okonjo-lweala | Independent
Non-Executive Director

Ngozi Okonjo-Iweala, who joined the Board in
November 2017, has an extensive and thorough
induction plan which was shared with her ahead
of her appointment. Ngozi began her induction
with a day in London ahead of her first Board
meeting, where she had a number of meetings
with executive directors, the Group Company
Secretary, external Counsel and senior
management from a range of Group functions.
These sessions were focused on providing
context and understanding of the key agenda
items for discussion at the overseas Board
meeting in early November.

Ngozi's induction was tailored to complement her
significant experience in the areas of geopolitics,
economics, risk and development, whilst also
focusing on those aspects which are new to her,
including the Group’s strategy and execution

progress; the Group global structure; our key
markets; current performance; risk management
framework; our colleagues and stakeholders;
our unique history, culture and values; detail on
significant legal matters; and detail on the
regulatory and legislative framework in which the
Group operates, including the UK and Hong
Kong corporate governance regimes and the
obligations of being a director of a UK and Hong
Kong listed company.

Ngozi's induction has been designed to ensure
she is provided with the necessary context to
contribute to the work of the Brand, Values and
Conduct Committee. This programme is currently
underway and it is anticipated that Ngozi will
complete her formal induction programme within
the first six to nine months of her appointment.

o9
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Board effectiveness

The evaluation of the Board and committee effectiveness was conducted in accordance with the UK Corporate Governance Code and the
PRA's expectations. The Governance and Nomination Committee had oversight of the process. It was facilitated by Ffion Hague of Independent
Board Evaluation (IBE). Neither Ffion Hague nor IBE has any other connection with Standard Chartered.

Board and committee effectiveness review process

> Conducted tender process: A longlist of
seven providers was drawn up, each
having built a solid reputation in the market
for facilitating effectiveness reviews. Each
firm was sent a Request for Proposal after
which a formal assessment process was
undertaken by a panel made up of the
Group Chairman, the Deputy Chairman
and the Group Company Secretary,
resulting in IBE being selected.

> Brief and Board observation: A
comprehensive brief was provided to IBE
by the Chairman and the assessment
team observed the Board and its six
committees in February and March.
Access to Board and committee papers
was provided

2> One-to-one interviews: The IBE
assessment team conducted detailed
interviews with every Board member and a
number of senior management, external
advisors, brokers, auditor, regulators and
shareholders

> Evaluation and report compiled: The
report was compiled by the assessment
team, based on the views gathered by
those interviewed and observations from
the Board and committee meetings

> Discussion with the Board and
Committee Chairs: The draft
conclusions were discussed with the
Chairman and subsequently with the
whole Board at which Ffion Hague was
present. Following the Board discussion,
feedback on the committee reports were
discussed with each of the relevant
committee Chairs before being shared
more widely with the committee members

> Agreed action plan: Following the Board
discussion an action plan for 2017/18 was
agreed. Action plans for each committee
were subsequently discussed and agreed
by the committee chairs

> Shared findings with PRA: A summary
of the findings were shared with the PRA

Observations from the
effectiveness review

At the time of the review José Vifials had
been the Chairman for four months and
had chaired only two meetings. The review
was intended to provide a baseline of
performance against which the Board’s
progress could be measured over the
coming years.

The broad message from the directors

was that the Board had undergone some
considerable change over the past three
years and the appointment of José as
Chairman was seen favourably by the
directors who regarded the Board’s direction
of travel as very positive. The induction
programme received by directors on joining
the Board was highly rated for being
comprehensive and offering access to every
part of the business and to any member of
senior management.

However, there was an appreciation that
there was more to do before the Board

reached optimal performance. This included:

increasing time for strategic discussion and
focus; standing back sufficiently to see the
broad issues and the greatest priorities;
ensuring all existing and new members have
sufficient development and opportunity to

External effectiveness review in 2017

make an even contribution; and enhancing
linkages between the Board and its
committees.

Committees

The Board’s six committees were also
observed as part of the review and feedback
provided to the committee chairs. The
committees were highly regarded in the
feedback and viewed as effective in fulfiling
their remits. A copy of the final report was
made available to committee members.

Action plan 2017/18

> Create even more space for regular
strategic discussion

> Hold a learning and development
session for committee chairs in order
to share good practice and enhance
their overall effectiveness, setting the
right tone for open discussion

> Invite local subsidiary independent
non-executive directors to attend
parts of the Group Board/committee
meetings when in country

> Ensure the overseas Board
programmes continue to provide
sufficient time for effective interaction
with a range of stakeholders, including
local management, clients, colleagues
and regulators

> Ensure that Board papers consistently
set out all options for the Board to
provide constructive challenge

February/March i March/April
Brief and Board {One-to-one
observation :interviews

- Brief provided - Detailed interviews

- Observation of Board

) stakeholders
and committees

> Access to papers

3O
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- April/May May
Evaluation and Discussion with
i report i the Board and

> Initial report compiled Committee Chairs
with Board and other :

> Draft conclusions
discussed with
Chairman

i 2 Board discussion

May - June

. Agreed action plan : Shared findings

> Anactionplanfor i with PRA
2017/18 was agreed | > Summary of findings
and shared with shared with the PRA
the Board




Directors’ performance

In addition to the Board and Committee
effectiveness reviews José Vifials met

with each of the directors during 2017 to
evaluate their individual performance. The
performance reviews are used as the basis
for recommending the re-election of directors
by shareholders and to assist the Chairman
in assessing whether each director continues
to contribute effectively and demonstrate
their commitment to the role, including time
commitment for board and committee
meetings and other duties.

Engagement with investors

Chairman’s performance

The Senior Independent Director met with
the independent non-executive directors,

at a private meeting without the Chairman
present, to evaluate the Chairman’s
performance, taking into account the views
of the executive directors. The feedback was
collated and consolidated feedback was
given to José Vifals.

Independence of directors

The Chairman is committed to ensuring

that the Board is comprised of a majority

of independent non-executive directors. In
determining whether a non-executive director

is independent, the Board considers each
individual against the criteria set out in the
UK Corporate Governance Code, the Hong
Kong Listing Rules and also considers their
contribution and conduct at Board meetings,
including how they exercise judgement and
independent thinking.

In line with the Code, Dr Han'’s re-
appointment was subject to particular
review and scrutiny, given he has served

on the Board for more than six years.

The Board is satisfied that Dr Han and each
of its non-executive directors bring robust,
independent oversight. All of the directors
will stand for (re)election at the 2018 AGM
with the support of the Board.

Our approach

We aim to deliver robust returns and
long-term sustainable value for our
shareholders. Trusted and open relationships
with our investors are important to us and
we believe strengthened by ensuring we
consistently and openly seek feedback.

The Chairman and other Board directors
maintain direct contact with investors and
advisory voting bodies and receive regular
updates from the Investor Relations team
including reports on market and investor
sentiment.

During the year we maintained a
comprehensive programme of engagement
with investors and other key stakeholders,
including investor advisory bodies and credit
rating agencies and provided updates on
progress made to secure our foundations
and the steps being taken to reposition the
Group for improved returns. In 2017, we met
with over 284 separate institutions in 769
investor meetings across 11 of our markets.

José has spent a significant portion of his
first full year as Chairman engaging with
shareholders representing more than

50 per cent of the share register, including
hosting 13 of them at his annual governance
event. Christine Hodgson, Chair of the
Remuneration Committee also spent a
significant amount of time during the

year engaging shareholders on
remuneration matters.

What we did in 2017

Bill Winters and Andy Halford are the
primary spokespeople for the Group and
throughout the year engaged extensively
with existing and potential investors during
individual and group meetings either on
roadshows or at investor conferences. In
addition, each member of the Management
Team responsible for a client segment or
geographic region has met with investors
to promote greater awareness and
understanding of the strategy in their
respective areas as well as receive investor
feedback firsthand.

Institutional shareholders
programme

The Group maintains a diverse, high quality
and predominantly institutional shareholder
base. The Investor Relations team has
primary responsibility for managing day-to-
day communications with these shareholders
and provides support to the Chairman,
Group Chief Executive, Group Chief

Financial Officer, other Board members

and senior management in conducting a
comprehensive engagement programme.

+ All presentation material and webcast transcripts
are made available on the Group’s website and
can be viewed at www.investors.sc.com

Debt investor programme

Our Treasury team has primary responsibility
for managing the Group’s relationships with
debt investors and the three major rating

agencies with country chief executives and
chief financial officers leading on subsidiary
ratings. In 2017, management met with debt
investors across Europe, North America

and Asia and maintained a regular dialogue
with the rating agencies. It is important that
the Group, as an active issuer of senior
unsecured and non-equity capital maintains
regular contact with debt investors to ensure
continued appetite for the Group’s credit.
The Group’s credit ratings are an important
part of the external perception of our financial
strength and creditworthiness.

Further information can be viewed at
www.investors.sc.com

Retail shareholders programme

The Group Company Secretary oversees
communication with retail shareholders.
Our AGM held on 3 May 2017 was attended
by all of the directors and provided an
opportunity for them to meet with existing
retail shareholders, hear their views and
respond to their questions. The Chairs of the
Audit, Remuneration and Governance and
Nomination Committees were available to
answer questions. It was well-attended and
all of the proposed resolutions were passed
with shareholder support for each ranging
from 86.78 to 99.99 per cent.

+ The results of the voting on each resolution at the
2017 AGM can be viewed at www.investors.sc.com

February = March April May June August September October November December
> 2016 = 1 Roadshow = Q1 Interim 2> AGM - 1 Conference = 2017 Half - 5 Conferences Chairman’s 2 Q3 Interim - 2 Conferences
Full year > 3 Conferences management > 1 Conference year results > 6 Roadshows governance management = 4| Eeegiom

results statement event statement

= 6 Roadshows

= 1 Seminar

= 6 Roadshows = 1 Conference

- 2 Roadshows = 3 Conferences

= 1 Seminar
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DIRECTORS’ REPORT Corporate governance

Board committees

The Board places significant reliance on its
committees by delegating a broad range of
responsibilities and issues to them. It therefore
remains crucial that effective linkages are in
place between the committees and the Board
as awhole, not least as it is impracticable

for all independent non-executive directors

to be members of all of the committees.
Mechanisms are in place to facilitate these
linkages, including ensuring that there are

No gaps or unnecessary duplications
between the remit of each committee

and overlapping membership between
Board committees.

In addition the committees strive to ensure
that appropriate linkages are in place

with the subsidiary board committees.
This is achieved in a variety of ways:

> During the year the Audit Committee held
an annual call hosted by the Audit Committee
Chair and attended by the chairs of
subsidiary audit committees. The Group
Chairman, Deputy Group Chief Financial

Officer, Group Head of Internal Audit,
Group Head, Compliance, lead audit
partner of the Group’s statutory auditor
and the Group Company Secretary also
participated in the call. It provided the
opportunity to share, amongst other
things, the Committee’s primary areas
of focus during the previous 12 months,
the Committee’s focus in respect to the
2016 annual accounts and its priorities
and areas of focus for the year ahead

The Chairs of the Board Financial Crime
Risk Committee and Board Risk
Committee jointly hosted an annual call
with the chairs of the subsidiary board risk
committees, and for where the Group’s
subsidiaries do not have a risk committee,
the chairs of their board audit committees.
The Group Chairman, Group Chief Risk
Officer and Group Company Secretary
also participated in the call. It provided the
opportunity for both Chairs to share the
main areas of focus for both Committees
over the previous 12 months and the
priorities for the year ahead

Global Chairmen’s Conference

José Vifals hosted the Group’s first Global Chairmen’s Conference around
the November Board meeting in Dubai. It was an opportunity for the Board
and the Management Team to hear directly from the Group’s subsidiary
Chairmen and independent directors on a range of issues important to
them, with the aim of jointly developing initiatives that will lead to the
strengthening of linkages between the Board and its subsidiaries.

The conference was highly interactive and consisted of a series of
presentations and panel sessions on a range of topics including:

- An update on the Group’s strategy and progress in its execution from

the Group Chief Executive Officer

= A presentation on transforming our culture which included a summary
of the My Voice global employee survey from the Group Head, Human

Uganda Chairman

Resources and insights from the Chair of the Brand, Values and
Conduct Committee and the Chairmen of Standard Chartered Bank

Cameroon and Cote d’lvoire

Standard Chartered
Annual Report 2017

> Throughout the year, the Board received
regular updates from the committee chairs
on each of the committee’s activities and
areas of focus together with minutes of
their meetings (with the exception of the
Governance and Nomination Committee).
In addition to the Board Risk Committee’s
update the Group Chief Risk Officer also
provided formal risk reporting to the Board

> This year saw the first Global Chairmen’s
Conference take place in Dubai. It was
hosted by José and focused on
strengthening the linkages between
the Group Board and its subsidiaries.
However, it also explored improving
linkages and sharing knowledge between
the Group’s committees, particularly the
Audit and Risk Committees and the
subsidiary committees. More detail about
the format of the conference and the topics
discussed is set out below

“Strengthening the
linkages between
the Board and
its subsidiaries”

- A session on best practice sharing and the effectiveness of linkages
between the Board and Committees. This included contributions from
the Group Company Secretary, the Group Audit Committee Chair,
the Group Risk Committee Chair, the Standard Chartered Bank
Singapore Audit Committee Chair and the Standard Chartered Bank

= The Chairs of Standard Chartered Bank Malaysia, Kenya and Hong
Kong gave perspectives of serving and chairing a subsidiary board;
the Global Head of Digital Banking provided an update on the roll out
of the Group’s digital initiatives

= There was also a panel discussion facilitated by the Regional CEO
for ASEAN and South Asia on the Group’s frontier risks




Audit Committee

“Ensuring that the interests of
shareholders are properly protected
in relation to financial reporting and

financial interal control is fundamental
to the Committee’s role”

The Committee has exercised its authority delegated by the Board for ensuring the
integrity of the Group’s published financial information by discussing and challenging the
judgements made by management and the assumptions and estimates on which they
are based. The Committee has exercised judgement in deciding which of the issues we
considered in the financial statements as being significant and this report sets out the
material matters that we have considered in these deliberations.

In addition to discharging its responsibilities as set out in its Terms of Reference in
accordance with the requirements of the UK Corporate Governance Code 2016,

we have spent a significant amount of time discussing the root causes of control
weaknesses and regulatory breaches and the resulting remediation and mitigating
action taken by management. We have also discussed the Group’s relationships with its
regulators in light of compliance issues that have arisen. In 2017, there was a particular
focus on IFRS 9 Financial Instruments and the oversight of the multidisciplinary project
to implement the systems capabilities required for IFRS 9.

We have reviewed and discussed the work undertaken by Group Internal Audit (GIA)
against a backdrop of numerous significant projects and programmes so as to
understand and fully challenge where GIA has been focusing and how it maximises
value from GIA resource so as to be as productive as possible. We discussed resourcing
for GIA and the GIA Plan.

The Committee meets privately with the external auditors without management present.
The Committee also meets peridically with one of the Group’s UK regulator, the
Prudential Regulation Authority (PRA). When visiting overseas markets Committee
members meet with local and regional internal audit and compliance teams, the Group’s
statutory auditors and, where possible, local regulators.

A significant activity during 2017 was the external audit tender, which was conducted
by the Audit Committee. On 9 November 2017, the Group announced its intention to
appoint Ernst & Young LLP (EY) for the year ending 31 December 2020, subject to
shareholders’ approval at the Annual General Meeting (AGM) in 2020. Details of the
audit tender process can be found on page 65 of this report.

The Committee receives reports on the Group’s Speaking Up programme and | am
responsible for ensuring and overseeing the integrity, independence and effectiveness
of the Group’s policies and procedures on whistleblowing and ensuring colleagues
who raise concerns are protected from detrimental treatment. In discharging this
responsibility | have met with management and reviewed and provided input on
management’s proposed enhancements to the operating model of the Group’s
Speaking Up programme. Further details of the Committee’s work in this regard

can be found on page 68.

A\ VIS,
_?th“ﬁ

Naguib Kheraj
Chair of the Audiit Committee

Committee composition

Scheduled meetings Ad hoc
N Kheraj (Chair) 77 2/2
D P Conner! %7 1/2
C M Hodgson 77 2/2
Dr B E Grote 77 2/2

1 David Conner was unable to attend one ad hoc meeting due
to time zone differences

Other attendees at Committee meetings in 2017
included: Group Chairman; Group Chief Executive;
Group Chief Financial Officer; Group Chief Risk Officer;
Group Head of Internal Audit; Group General Counsel;
Group Head Compliance; Group Treasurer; Group
Statutory Auditors; Group Company Secretary.

The Chair of the Board Financial Crime Risk Committee,
Gay Huey Evans and the Chair of the Brand, Values and
Conduct Committee, Jasmine Whitbread also attended
one of the Committee meetings in 2017.

As part of, and in addition to, each scheduled Committee
meeting, the Committee had private members-only
meetings.

The Committee members have detailed and relevant
experience and bring an independent mindset to their
role. The Board is satisfied that Christine Hodgson has
recent and relevant financial experience and that all other
Committee members have a broad experience and
knowledge of financial reporting in international business.
Details of their experience can be found on pages 47 to
49. All the Committee members are independent.

Committee responsibilities

The Committee’s role is to review, on behalf

of the Board, the Group’s internal financial controls.
It is also responsible for oversight and advice to the
Board on matters relating to financial reporting and
has exercised oversight of the work undertaken

by Group Compliance, Group Internal Audit and the
Group’s statutory auditor, KPMG LLP (KPMG).

The Committee has written terms of reference that
can be viewed at www.sc.com/termsofreference
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Activities in the year
. ______________________________________________________________________________________________________________________________________________|
Financial > Satisfied itself that the Group’s accounting policies and practices are appropriate

reporting > Reviewed the clarity and completeness of the disclosures made within the published financial statements

> Considered any changes in disclosures arising from best practice in applying the UK Finance Code for Financial
Reporting Disclosure, Financial Reporting Council (FRC) publications on aspects of UK reporting, and bilateral discussions
between the PRA and UK Finance (formerly the British Bankers Association)

> Monitored the integrity of the Group’s published financial statements and formal announcements relating to the Group’s
financial performance, reviewing the significant financial judgements and accounting issues

Significant accounting judgements considered during 2017 included:
Key area Action taken

Impairment of loans and advances Reviewed and considered, on a quarterly basis, reports detailing the composition
and credit quality of the loan book, concentrations of risk, emergence periods,
provisioning levels and the judgement exercised in individual and portfolio
impairment provisions. In respect of high-risk credit grade exposures the Committee
was also briefed on business plans including remedial actions, management
assessment of the recoveries and collateral available.

Goodwill impairment Reviewed management’s annual assessment of impairment covering key
assumptions (including forecasts, discount rate, significant changes from the
previous year), headroom availability and sensitivities to possible changes in key
assumptions. The realignment of cash-generating units was also reviewed. The
Committee discussed the impairment in respect of Taiwan and noted sensitivities
that may cause further impairment.

Valuation of financial instruments held  Received reports and updates at each reporting period detailing the key processes

at fair value undertaken to produce and validate valuations of financial instruments, including
changes in methodology from prior years and significant valuation judgements in
respect of level 3 instruments and the use of non-market-based unobservable
inputs.

Taxation Reviewed and considered management’s judgements and assumptions with
respect to tax risks and are satisfied these are reasonable and adequate disclosure
in the financial statements has been made. This included the Group’s effective tax
rate, the quantum and basis of recognition of deferred tax assets (including the
impact of the recent changes in US Tax legislation) and the UK bank levy charge

for the year.
Provisions for legal and regulatory Considered advice presented on the current status of significant legal and regulatory
matters matters, and considered management’s judgements on the level of provisions and
the adequacy of disclosure, as set out in notes 24 and 26 on pages 258 and 259.
Impairment of investments in Reviewed and considered management’s impairment assessments on the Group’s

associates and joint arrangements investments in PT Bank Permata and China Bohai Bank, covering key assumptions
and potential sensitivity to changes.
Recoverability of Parent Company’s  Discussed and received confirmation from management that they had adequately

investment in subsidiaries assessed the recoverability of investments in subsidiaries, together with any
intercompany indebtedness.

The Committee can confirm that the key judgements and significant issues reported are consistent with the disclosures of
key estimation uncertainties and critical judgements as set out in note 1 on page 208.

IFRS 9 > Received regular updates and assurance on the progress of the IFRS 9 implementation programme, the year end
transitional disclosures and considered and recommended to the Board the significant new accounting policies under
IFRS 9

Going concern > Reviewed management’s process, assessment and conclusions with respect to the Group’s Viability Statement, including

and viability principal risks and uncertainties and key assumptions. Ensured that the Viability Statement is consistent with the Group’s

statements Strategic report and other risk statements disclosure. Further details of which can be found on page 43

Fair, balanced > The Committee considered, satisfied itself and recommended to the Board, that the processes and procedures in place

and ensure that the Annual Report and Accounts, taken as a whole, is fair, balanced and understandable, and provides the

understandable information necessary for shareholders to assess the Group’s position and performance, business model and strategy
and the business risks it faces. The statement is underpinned by the Committee’s, and the Board'’s, belief that all
important elements have been disclosed; and that the descriptions of the Group’s business as set out in the Strategic
report are consistent with those used for financial reporting in the Group’s financial statements

Standard Chartered
Annual Report 2017



FOCUS ON
Audit tender

The Company complies with the Statutory
Audit services for Large Companies Market
Investigation (Mandatory Use of Competitive
Tender Processes and Audit Committee
responsibilities) Order 2014.

On 9 November 2017, the Group
announced its intention to appoint

EY for the year ending 31 December 2020,
subject to shareholders’ approval at the
AGM in 2020.

The process, which ran from June to
November 2017, was led by the Committee
and in compliance with statutory
requirements and guidance issued

by the FRC.

Short list

The three eligible ‘Big Four’ firms were
invited to tender and two of those firms
submitted proposals. Proper consideration
was given to firms outside the ‘Big Four’.
However, in view of the size, complexity
and geographical footprint of the Group,
the Committee concluded that none would
have the requisite resources to provide an
effective service.

Process

Naguib as Audit Committee Chair, started
the process by meeting with the senior
partners or chairs of the firms, and they
provided either two or three candidates
for the lead role for the Group to consider.
Part of the evaluation of the potential lead
partners involved taking references from
current and former clients. The process
allowed each of the audit firms equal
access to senior management members
across key businesses, geographies and
functions. The firms also met with Naguib
and the Group Chairman before submitting
written proposals.

Management were involved in the
assessment process through meetings
with the firms and providing feedback
and scorecards, which were presented to
the Committee after they had received
presentations from the firms. As part of
the process the views of the Group’s
subsidiary audit committees were sought
and provided.

Assessment criteria

In the context of a large listed global
company operating in a complex and
regulated industry, the assessment criteria
was set out in a detailed Request for
Proposal and included:

> The firms’ team and credentials

> Geographic coverage and transition
arrangements

> Understanding of the business and
industry

> Service approach

> Quality assurance

> Independence

> Corporate and social responsibility
> Litigation

> Fees (to ensure sufficient to deploy
resources globally)

As part of the process external
stakeholders were engaged, including the
PRA and the Group’s top 20 shareholders.

Presentations

The firms made oral and written
presentations to the Committee, with senior
members of management in attendance,

in October 2017. This was followed by the
Committee completing scorecards against
the decision criteria stipulated in the
Request for Proposal, receiving feedback
from the management meetings to take into
consideration and an open discussion as
part of the final deliberations.

Recommendations and final decision
The Committee recommended two firms
to the Board, with an identified first and
second choice, and at its meeting on

9 November 2017 the Board resolved

that it intends to appoint EY for the

year ending 31 December 2020, subject to
shareholders’ approval at the AGM in 2020.
In making the decision the Board noted that
EY had set themselves apart and made
them the best choice to take over the

audit engagement by demonstrating that
they had:

> Well-established practices and a
geographic partnership structure rooted
in the Group’s key markets

> A deep understanding of the Group’s
business and the challenges it faces

> A culture that complements the Group’s

> In-depth previous experience with other
large multinational clients and Global and
Domestically Systemically Important
Institutions (GSIB/DSIB)

> Technical and regulatory knowledge

> A clear service approach to executing
the audit and transition

Transition

KPMG will remain the Group’s auditor
until 2019. Over the intervening period

EY and the Group will start the transition
process, including independence in
respect of non-audit services and banking
relationships globally.

Audit tender process
24 February 2017 : August 2017 i August to 30 October 2017 9 November 2017 : May 2020 i 31 December
Announcedinour  :Announcedinthe :November 2017 :Auditfirms The Group Shareholders’ : 2020
2016 Annual Report : half year results that : Tender process presentations to announced its approval to be First year end
and Accounts the tender process : conducted the Committee intention to requested at of EY audit
our intention to would commence in appoint EY the AGM
change auditor, the second half of ;
by year ending 2017 and letters to
31 December 2021 : the Group’s top 20
: shareholders sent

-
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Activities in the year continued

Deeper > Data Quality: Discussed an overview of the Group’s approach to the management of data quality for regulatory, conduct
discussions and business purposes
|trc1)tl;)i:spemflc > Third-Party Risk Management Programme: Discussed an update on the progress being made

> Major Disputes and Significant Cross Border Orders: Discussed significant cross border orders and major disputes
facing the Group

> Non-Financial Crime Related Government Investigations: Reviewed updates on non-financial crime related
government investigations facing the Group. Such investigations relating to financial crime compliance are reported
separately to the Board Financial Crime Risk Committee

> Markets in Financial Instruments Directive Il (MiFID ll): Discussed an overview of MiFID II, the impact of the
regulation on the Group and the status of implementation plans

> External review of Compliance Resourcing: Discussed the findings of an external review of Compliance resourcing
commissioned by management to identify ways to improve compliance effectiveness and efficiency

Group Overseen the work undertaken by KPMG as the Group’s statutory auditor. In particular:

f\tatptow > Discussed the risks covered by KPMG's audit planning, seeking and receiving assurance that these risks have been
uditor properly addressed in the audit strategy and plan reviewed by the Committee

> Enquired and satisfied itself that KPMG has allocated sufficient resources to address these risks

> Sought and received assurance that no undue pressure has been asserted on the level of audit fees to ensure that there is
no risk to audit work being conducted effectively and independently

> Performed an annual review of the performance and effectiveness of KPMG. Input was received from Committee
members, chairs of Group subsidiary audit committees, the Group’s Management Team, country chief executive officers,
regional/country chief financial officers, members of the Group Finance Leadership Team and country heads of audit.
The results of the input were discussed by the Committee. Overall, it was felt that KPMG is considered to be effective,
objective and independent in its role as Group statutory auditor

> Received overviews from KPMG's local regional partners from Taiwan, Bangladesh and Singapore which provided insight
into the challenges faced in the Group’s markets from a statutory audit perspective and providing the Committee with the
local audit partner’s assessment of the Group’s control systems and infrastructure in these markets, the quality of the
Group’s management from a control perspective and a benchmark of the Group’s control environment against local and
international peers. The overviews also provided insight into local regulatory developments and the Group’s standing with
local regulators

KPMG has been the Group’s statutory auditor for over 25 years. In accordance with the Audit Practices Board requirement,
the lead audit engagement partner was rotated in 2015, having held the role for five years. The lead engagement partner has
a background of auditing banks and understands the markets in which the Group operates.

Non-audit > Responsible for setting, reviewing and monitoring the appropriateness of the provision of non-audit services, applying
services the Group’s policy on the award of non-audit services to the external auditor, while taking into account the relevant
ethical guidance

> Satisfied itself that all the requirements of the non-audit services policy have been met

> In 2017, the Group spent $1.4 million on non-audit services provided by KPMG and $5.4 million on audit-related services
such as quarterly and half year reviews, and regulatory reporting

Further details on non-audit services provided by KPMG can be found in note 38 on page 283, and the Group’s approach to
non-audit services on page 113.

Internal > Discussed reports from Group Internal Audit (GIA) that provide GIA's view on the system of internal controls across all risk

controls types, business and country functions, including summary highlights of the most significant matters being monitored by
GIA and areas of thematic interest that have arisen as part of the audits and warrant the Committee’s attention. The Board
Risk Committee, the Board Financial Crime Risk Committee and the Brand, Values and Conduct Committee discuss
separate reports from the Group Head of Internal Audit on GIA's appraisal of controls across key risks subject to each
Committee’s oversight. Collectively the reports received by these Committees provide assurance that there are effective
internal controls within the Group

> Discussed KPMG's observations of Group’s controls arising from KPMG's audit for the year ended 2016 and
management’s responses to the findings together with proposed timelines for addressing the findings. The observations
raised by KPMG did not suggest any fundamental concerns over the control framework or procedures

Considered reports requested by the Committee from management in respect of the control environment concerning:

> Group Technology and Operations control environment: In light of GIA’s findings, discussed the status of planned
enhancements to the control environment within Group Technology and Operations, receiving assurance as to the
initiatives underway to address common audit findings

> Private Banking Trust Business: Discussed the challenges and control issues experienced and management’s plans to
remediate the issues

> Control Environment - Africa Deep Dive: Received and discussed a progress report on the implementation of action
plans discussed in 2016 following control environment issues, identified by GIA

66 Standard Chartered
Annual Report 2017



Activities in the year continued

[}
. ____________________________________________________________________________________________________________________________________________________|] §
Group > Received and discussed a supplemental report from GIA providing additional information on significant areas referred to c‘é
Internal in the GIA report including: 3
Audit B

- Summaries of the control environment grade from audits over the last 12 months

- Management Control Approach (MCA) opinions. Quarterly MCA scorecards enable GIA to provide management with
summaries of their areas of responsibility in order to support good risk and control governance and give recognition
where key risks are well understood, controls are regularly reviewed for effectiveness and control weaknesses have
been identified and are being rectified. This is separate to the opinion given in the GIA report on the state of the Group’s
control environment

- Group high-risk issues identified since the last report to the Committee
- Open Group high-risk issues and overdue audit issues
- Audit reports issued since the last report to the Committee
Key areas of focus that were brought to the Committee’s attention included:
- Activities that GIA identified as being on the periphery of the Group’s main business activities

- An audit of 16 regional cash settlement system infrastructures in line with the recommendations in the SWIFT Security
Guidance published in March 2016

- GlIA's view of the Group’s Project Management Framework and the implementation of an improvement plan

- GIA's monitoring and review of a number of regulatory change projects including the Volcker Rule, Margin Reform,
IFRS 9, MiFID Il and BCBS239

- The findings of a review commissioned by GIA and undertaken by Deloitte of GIA's approach and coverage of Credit
Risk and the implementation of the review’s recommendations

- GIAs conclusions following a review of Group Governance of the Banking Reform Act Individual Accountability
Framework
- The findings of a review of GIA undertaken by the PRA and the subsequent action taken to address the findings

During 2017, for the most significant matters being monitored by GIA, business and/or regional management has been

invited to attend meetings to provide updates on the steps being taken to enhance the control environment and address

internal audit findings.

> Reviewed the resourcing and proposed work plans for GIA and is satisfied that these are appropriate in light of proposed
areas of focus, expertise and skills that are required

> Assessed the role and effectiveness of the GIA function, including reviewing and monitoring GIA's progress against its
annual audit plan and the review and monitoring of post-audit actions

> Received a report from the Head of GIA Quality Assurance
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> Conducted an annual review of and approved GIA’s charter 5

> The Committee is satisfied with the independence of the GIA function. Throughout the year, Naguib has met regularly §

with the Group Head of Internal Audit and has also met with the Chief Operating Officer, GIA, the Regional Head, Audit, o

Europe and Americas, and, together with David Conner and Byron Grote, with the local audit team in Singapore §

Group > Regular Compliance reporting to the Committee describes the work being undertaken by Compliance and any significant :f,
compliance compliance and regulatory risks facing the Group, together with key actions being taken to address or mitigate these

risks. In particular, the Committee received updates on:

- The Group’s compliance with the Volcker Rule (which prohibits banking entities from engaging in proprietary trading
and sponsorship of, or investment in, covered funds). Discussed the findings of GIA's second annual report on the
Group’s Volcker enhanced compliance programme and resulting management actions in response to the findings

- The status of the Group’s compliance with the European Union Market Abuse Regulations (MAR) and the progress and
challenges faced by the Group concerning the implementation plan to comply with the MAR surveillance requirements
and the resulting management actions

- The programme of work by the Group to implement the requirements of MiFID Il which came into effect in
January 2018

- Progress reports on Compliance projects, designed to deliver functional improvement

uolrew.ojul Areyuswa|ddng

- Reviewed proposed work plans and required resourcing of Group Compliance and is satisfied that the work plan has
appropriate focus and that Compliance has both the required resource in terms of skill and expertise to deliver against
the work plan

- Reviewed and discussed the functional agenda and annual plan for Group Compliance

As Committee Chair, Naguib has met regularly throughout the year with the Group Head, Compliance.

o/



63

DIRECTORS’ REPORT Corporate governance

FOCUS ON
Speaking Up programme

The Group’s Speaking Up programme
(Programme) has been designed to comply
with the Group’s UK lead regulators, the
PRA and the Financial Conduct Authority
Whistleblowing Rules that came into effect
on 7 September 2016.

Our whistleblowing channels, (sc.com/
speakingup) are available to anyone -
colleagues, contractors, suppliers and
members of the public - to raise concems
confidentially and anonymously. Following
the re-launch of our Speaking Up
programme in late 2016, we have seen

a sustained increase in the number of
concerns raised, which were investigated
accordingly.

Interaction with management

As Committee Chair, when visiting the
Group’s markets, Naguib has met privately
with the Permata Bank audit committee
chair and KPMG'’s regional partner in Korea.
When visiting Malaysia, Naguib met with the
Chair of the Malaysian board and the CEO
and in conjunction with Christine Hodgson,
Naguib met with the Hong Kong CEO and
independent non-executive directors.

As part of the overseas Board programme
in Singapore Naguib, David Conner and
Byron Grote also visited the IFRS 9 team and
met with the local Group Internal Audit and
Compliance functions. In Singapore, Naguib
also met with the Regional CEO, ASEAN &
South Asia and CEO, Commercial & Private
Banking, the Group Chief Information Officer
and the CEQ, Retail Banking.

Following the Singapore Board programme,
Naguib and José met with the country
management team in Indonesia.

Naguib also participated in the Group’s
Global Chairmen’s Conference held in Dubai.
Attendees at the Conference included the
Group’s subsidiary chairmen. Naguib was
one of the panellists for the discussion on
subsidiary and PLC linkages for audit and
risk committees and discussed the key areas
of focus for the Audit Committee in 2017

and looking forward into 2018.

Standard Chartered
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The Group has implemented an enhanced
operating model for Speaking Up, with the
introduction of Speaking Up Advocates

in three pilot countries (UK, UAE and
Singapore).

The Advocates, who are volunteers from
the business and support functions,
have been specifically trained to support
disclosures and provide insight into

local cultural barriers to Speaking Up.
The Committee has discussed:

> Speaking Up referral rates, target dates
for closures and themes arising

> Regular reports on the Group’s Speaking
Up programme and the inaugural
annual report on the operation and
effectiveness of the Programme that
was subsequently tabled to the Board.
The report provided the Committee
with assurance that the Group achieved
compliance with the Whistleblowing
Rules prior to its effective date and
subsequent ongoing compliance

Interaction with regulators

On an annual basis, the Committee meets
with the PRA without members of
management being present. The purpose

of such meetings is to enable a discussion
between the Committee and the PRA
concerning areas of focus for both the
Committee and the PRA. As Committee
Chair, Naguib also attends a trilateral meeting
with KPMG and the PRA.

Committee effectiveness review

In 2017, an externally facilitated Committee
effectiveness review was undertaken as
part of the externally facilitated Board
effectiveness review. The broad message
was that the Committee is regarded as
thorough and effective and it is felt that

the financial governance of the Group is
conducted with diligence and rigour.

The main theme arising from the review
was that whilst the Committee appreciates
management’s intention to keep the
Committee well informed, it would assist
in the Committee’s discussions if the
papers could summarise the key points

of longer papers from the outset.

> The Group’s participation in an industry
working group to design benchmarks
for whistleblowing programmes

> Management plans to enhance further
employee confidence in the Programme
with the aim of positioning the Group as
a leader amongst peer institutions

The Whistleblowing Rules have been
successfully embedded in the Group,
evidenced by the doubling of Speaking Up
referral rates since the Programme’s
re-launch.

Over the course of the year, Naguib met
regularly with the Group Head, Speaking
Up and also met with a number of
Speaking Up Advocates in several of

the Group’s jurisdictions.

AR AA

Ongoing training and
development

Committee members have ongoing training
and development programmes which, in
2017, included training on:

= IFRS 9 Financial Instruments

> IFRS 15 Revenue from Contracts with
Customers

> IFRS 16 Leases
> MiFID I

> The General Data Protection Regulation



Board Risk Committee

“Good risk management is not
static but responds to internal
and external pressures and is

intrinsically linked to strategy”

The Committee’s role is to exercise oversight on behalf of the Board of Group-wide
risks,” and to provide assurance to the Board that the overall framework for complying
with the Risk Management Principles and the Board approved Risk Appetite Statement
is operating effectively.

We recognise that good risk management is not static but responds to internal and
external pressures and is intrinsically linked to strategy. The Committee has discharged
its responsibilities through receiving a combination of routine and regulatory reporting,
requesting reports on specific matters from management and ensuring that the
management information to the Committee is not just data but also provides analysis
and enables the Committee to have deeper discussions.

As evidenced by declining impairments, the quality of the Group’s loan portfolio has
improved. However, some segments of the portfolio remain under stress and we have
sought and received assurance that management continues actively to manage those
segments particularly given the unpredictable nature of the external environment.

Given high profile cyber security breaches and the rising level of cyber threat across
many industries, the Committee has increased its focus on the steps being taken by
the Group to improve its defences, create stronger control frameworks and improve
intelligence sharing.

Through its work the Committee has considered and challenged whether there are any
gaps in risk coverage and sought and received assurance concerning the mitigating
action being taken to address any such gaps. We have examined the effectiveness of
the Group’s risk management and how risk management has responded to internal and
external pressures.

We have also discussed the progress that has been made on embedding a stronger
risk culture across the Group. Among other ways, this was covered in the Committee’s
review and discussion of a revised Enterprise Risk Management Framework to be
implemented in 2018, discussions on operational risk events and consideration of Group
Internal Audit reports. More details of the Group’s approach to risk management and the
revised Enterprise Risk Management Framework are provided on page 160 and the
Group’s risk profile on page 122.

The following pages provide an overview of the Committee’s activities during the year.

David Conner
Chair of the Board Risk Committee

Committee composition

Scheduled Meetings Ad-hoc
D P Conner (Chair) 8/8 11
O P Bhatt! 7/8 0/1
G Huey Evans, OBE 8/8 11
N Kheraj 8/8 11

1 Om Bhatt was unable to attend one scheduled meeting and
one ad hoc meeting due to travel commitments

Other attendees at Committee meetings in 2017
included: Group Chairman; Group Chief Executive;
Group Chief Financial Officer; Group Chief Risk Officer;
Group Head of Internal Audit; Group General Counsel;
Group Treasurer; Group Statutory Auditors; Group
Company Secretary

As part of, and in addition to, each scheduled Committee
meetings, the Committee had private members-only
meetings.

The Committee’s membership is comprised of
independent non-executive directors who have a deep
and broad experience of banking and the risk factors
affecting the Group. Details of their experience can be
found on pages 47 to 49.

Committee responsibilities

The Committee is responsible for the oversight and
review of prudential risk. It reviews the Group’s overall
Risk Appetite Statement and makes recommendations
thereon to the Board. Its responsibilities also include
reviewing the appropriateness and effectiveness of the
Group’s risk management systems, considering the
implications of material regulatory change proposals,
reviews reports on principal risks to the Group’s
business and ensuring effective due diligence on
material acquisitions and disposals.

* In the few instances where it does not have primary
oversight for a given type of risk, the Committee interacts
closely with other board committees where the remit of
these other committees clearly cover risk related matters.
For example, the Audit Committee has oversight of

the Group’s internal financial controls and regulatory
compliance; the Board Financial Crime Risk Committee
has oversight of the responsibilities in relation to financial
crime compliance matters; and the Brand, Values and
Conduct Committee has oversight of the processes by
which reputational risk is managed.

The Committee has written terms of reference that
can be viewed at www.sc.com/termsofreference
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FOCUS ON

Enterprise Risk
Management Framework

The Committee’s responsibilities include
reviewing the appropriateness and
effectiveness of the Group’s Enterprise Risk
Management Framework. In assessing the
effectiveness of risk management, the
Committee has considered the Group’s
risk culture.

DIRECTORS’ REPORT Corporate governance

The Group’s Enterprise Risk Management
Framework provides the architecture

for the overall management of all risks.
The Group’s Code of Conduct sets the
standards for individual behaviour.

In 2017, the Group embarked on a key
initiative to build out the Enterprise Risk
Management function. As part of this
initiative, a revised Enterprise Risk
Management Framework for
implementation in 2018 was discussed
by the Committee. This Framework will

and develop management processes
which clearly integrate risk consideration
in strategic decision making. The Group’s
Principal Risk Types are risks which are
inherent to the Group’s business and
strategy and these have been formally
defined in the Group’s Enterprise Risk
Management Framework.

Further details of the
Group’s risk management
approach are set out

on pages 33 and 120

Q]

facilitate more dynamic risk identification

Activities in the year

Risk Appetite > Paid attention to and challenged the formulation of the Group’s Risk Appetite Statement in order to assure itself that

it is effective in setting appropriate boundaries in respect of Principal Risk Types

> Considered and recommended to the Board for approval the Group’s Risk Appetite Statement. Conduct,
Compliance, Financial Crime and Information and Cyber Security were elevated to Principal Risk Types. The scope
of Country Cross Border risk has been broadened to cover Country Risk and Pension risk is now a risk sub-type of
Market risk. Strategy risk has been integrated as part of the overall Enterprise Risk Management Framework and
Capital and Liquidity risk has been consolidated as one Principal Risk Type

> Monitored actual exposures relative to Risk Appetite limits utilising regular risk information reports provided
by management

> Tracked a wide range of risk metrics that are periodically reported to the Committtee
Further details of the Group’s Risk Appetite are set out on page 161.
Principal Risk Types The Committee’s review of the Group’s Principal Risk Types included deeper discussions on the following topics:
> Operational risk:
The approach to operational risk appetite aims to control operational losses (financial and reputational) so that they
do not cause material damage to the Group’s franchise.
The Committee:

- Reviewed and recommended to the Board the revisions to the Operational Risk Appetite and revised risk
description for Significant Business Interruption and received updates on Operational Risk Events requiring root
cause reviews including trend analysis and themes

- Undertook an Operational Risk Deep Dive which enabled a discussion of the Group’s Operational Risk profile,
continuing risk and emerging risks

- Discussed the application of the Operational Risk Framework to the Group’s Corporate Finance business and
proposed enhancements including embedding the Group’s conduct framework

- Discussed Property risk in the context of issues arising and significant activities concerning the potential for
damage to or loss of physical assets and potential for loss or damage relating to health and safety or physical
security

> Capital and Liquidity risk:

- Considered and discussed the Group’s capital and liquidity position and the regulatory environment including
the approval of the Group’s Internal Capital Adequacy Assessment Process (in order to satisfy itself that the
Group’s approach to capital planning is comprehensive, rigorous and consistent with both the current regulatory
requirements and the likely anticipated outlook) and the Group’s Individual Liquidity Adequacy Assessment
Process (which considers the Group’s liquidity position, its framework and whether sufficient liquidity resources
are being maintained to meet liabilities as they fall due)

- Considered and approved a request from management that the Risk Appetite set by the Board for 2017 for
Liquidity Coverage Ratio be temporarily tightened

Further details concerning the Group’s Liquidity Coverage Ratio is set out on page 151 and details concerning Capital
are set out on page 183.
> Credit risk:

- Discussed the key findings from the credit and assurance reviews undertaken during the year and the proposals
to widen the remit of the of the Enterprise Risk Review function

> Country risk:

- Discussed an overview of Group’s Nigeria business and portfolio and the key risks following the economic
slowdown and subsequent subdued recovery

70 Standard Chartered
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Activities in the year continued

. ____________________________________________________________________________________________________________________________________________________|]
Principal Risk Types - Information and Cyber Security — The Committee received updates on the Group’s Information and Cyber
continued Security programme and discussed:

- Key initiatives being undertaken to enhance the Group’s security posture

podai o1691eNS

- The regulatory and compliance landscape

- Internal and external cyber risk associated events and the cyber risk landscape facing the financial services
industry

Sir lain Lobban, who is one of the external advisor members of the Board Financial Crime Risk Committee and an
independent advisor to the PLC Board on cyber and security threats, joined the Committee meetings for these
discussions together with the Group Chief Information Officer and the Chief Information Security Officer.
> Reputational risk:
Whilst the Brand, Values and Conduct Committee is responsible for providing oversight of the processes by which
the Group identifies and manages reputational risk, the Committee discussed the reputational risk management
approach that has been developed and designed to drive consistency in risk assessment.

A separate bi-annual report to the Brand, Values and Conduct Committee provides Group Internal Audit’s
perspective on culture, conduct and reputational risk management.
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Stress testing > Provided oversight and challenge for stress testing scenario design and test execution and reviewed the outcomes
of the Bank of England Stress Test (comprising an Annual Cyclical Scenario and Biennial Exploratory Scenario)
which the Group, along with the other largest UK banks, was required to undertake

> Encouraged management to use the stress test results to enhance business decisions in order to improve capital
efficiencies and risk management

Further details of stress testing are set out on page 162.

Internal controls > Discussed reports from the Group Head of Internal Audit that provide summaries of Group Internal Audit’s
appraisals of controls across key risks subject to the Committee’s oversight, together with key risk issues identified
by Group Internal Audit’s work and management actions put in place to address the findings

The Audit Committee, Board Financial Crime Risk Committee and the Brand, Values and Conduct Committee
discuss separate reports from the Group Head of Internal Audit on Group Internal Audit’s appraisal of controls across
key risk types subject to each Committee’s oversight. Collectively the reports received by these Committees provide
assurance that there are effective internal controls within the Group.

MaIAaJ [eldeD puB MaIABI YSIY

Remuneration Considered advice provided by the Group Chief Risk Officer to the Remuneration Committee concerning the risk
as arisk factors to be taken into account by the Remuneration Committee in determining the incentive structure for the
management Group Chief Executive, the executive directors and such other senior executives as appropriate. Such advice assists
tool the Remuneration Committee in its assessment as to whether the Group’s remuneration policy, practices and

procedures are consistent with and promote sound and effective risk management and do not encourage risk-taking
that exceeds the level of tolerated risk of the Group.

Further details concerning the Group’s approach to using remuneration as a risk management tool are set out in the
Directors’ remuneration report.
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Deeper discussions |n discharging its responsibilities, the Committee has requested and held deeper discussions on the following topics:

into specific topics ., principal Finance: Reviewed and discussed the key process and controls enhancements in the Group’s

Principal Finance business and considered an analysis of the Principal Finance business portfolio in relation
to declining valuations

> Aviation Finance: Reviewed and discussed the Group’s Aviation Finance Operating Lease and Debt portfolios,
the strategy for the business, key risks and the steps being taken to address past challenges and developments
in the market environment

> Derivatives in the Retail Business: Discussed an overview of the Group’s Wealth Management structured
product business and sales governance approach together with the Group’s client exposures to structured
products

> Funds Transfer Pricing: Discussed enhancements to the Group’s Funds Transfer Pricing policy

> Internal Ratings Based (IRB) Portfolios — Models Status and Performance: Discussed a report concerning
the performance of the Group’s IRB models and key model developments

> Risk Based Review of the Group’s investment in China Bohai Bank: A risk based review discussion that
included an evaluation as to whether such risks were industry specific and determined whether there were any
substantial concerns which warranted potential management actions

> Sensitivity to a strengthening United States Dollar (USD) and rising US interest rates: Received
management’s view on the key economic and sensitivities to the USD and increasing US interest rates and
discussed the resulting key areas of vulnerabilities and opportunities for the Group

> Brexit Governance: Received an overview of the capital cost and benefits including financial projections and
details of the proposed governance structure and control framework of the Group’s new German subsidiary

> Financial Markets Strategy, Risk Management and Controls: Discussed the strategy, associated controls
and the end-to-end process for derivatives
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Risk information provided to
the Committee

The Committee is authorised to investigate
or seek any information relating to an activity
within its Terms of Reference and receives
regular reports on risk management and
tracks a wide range of risk metrics through a
risk information report. This report provides
an overview of the Group’s risk profile against
the Group’s Risk Appetite Statement. The
Group Chief Risk Officer’s report covers the
macroeconomic environment, geopolitical
outlook, material disclosures and ongoing
risks. The Committee also receives a
Treasurer’s report which covers market
developments, liquidity, capital, recovery
and resolution planning together with rating
agency updates.

The Committee has the authority to request
and receive relevant information consistent
with the requirements of BCBS239 that will
allow the Committee to fulfil its governance
mandate relating to risks to which the
Group is exposed, and alert senior
management when risk reports do not
meset its requirements.

Risk management disclosures

The Committee has reviewed the risk
disclosures in the Annual Report and
Accounts and the Half Year Report and has
also reviewed and approved the disclosures
regarding the work of the Committee.

Interaction with the Group Chief
Risk Officer

As Committee Chair, David Conner meets
individually with the Group Chief Risk Officer
and the Committee has also met privately
with the Group Chief Risk Officer without
other members of management being
present. These meetings allow open
discussion of any matters relating to

issues arising from the Committee’s

formal discussions.

Interaction with management

The Committee is mindful of the need to
hold management directly accountable
when issues have arisen and have been
reported by the Group Chief Risk Officer.
Senior management has attended
Committee meetings for deeper
discussions in such instances.

Standard Chartered
Annual Report 2017

Committee Chair engagement

David has also met with the Chief Information
Security Officer and when visiting the Group’s
markets, has met with the Regional Chief
Risk Officer, Europe and Americas, the
Regional Chief Risk Officer, Africa and Middle
East and the Chief Risk Officer of PT Bank
Permata Tbk. David and Byron Grote also
met with the Regional Chief Risk Officer of
Greater China and North Asia in Hong Kong.
David has also met with the Head of
Operational Risk, the Global Head, Risk
Review function and the Treasurer. As
Committee Chair, David also participated in
the Group’s Global Chairmen’s Conference.
The Conference was held in Dubai and
attendees included the Group’s subsidiary
chairmen. David was one of the panellists for
the discussion on subsidiary and PLC
linkages for audit and risk committees and
discussed key risk themes and the operation
of the Committee in 2017 and looking forward
into 2018. David encouraged subsidiary risk
committees to ensure business heads were
present at Committee meetings to take
ownership during the presentation of risk
reports. Further details of the Global
Chairmen’s Conference can be found

on page 62 of this report.

Interaction between Board
committees on risk related
issues

In the few instances where it does not have
primary oversight for a given type of risk, the
Committee interacts closely with other board
committees where the remit of these other
committees clearly covers risk related
matters. For example, the Audit Committee
has oversight of the Group’s internal financial
controls and regulatory compliance; the
Board Financial Crime Risk Committee has
oversight of the responsibilities in relation to
financial crime compliance matters; and the
Brand, Values and Conduct Committee has
oversight of the mechanisms by which
reputational risk is managed. The interaction
assists the Committee in ensuring that it is
well informed on discussions held, and the
close collaboration of the committee chairs
helps to ensure that there are no gaps and
any potential for unnecessary duplication is
avoided. As part of the strengthening of these
linkages and ongoing development, the Chair
of the Remuneration Committee, Christine
Hodgson attended one of the Committee
meetings in 2017.

Interaction with regulators

As Committee Chair, David meets periodically
with one of the Group’s UK lead regulators,
the Prudential Regulation Authority (PRA).

In addition, and on an annual basis, the
Committee meets with the PRA without
members of management being present.

The purpose of such meetings is to enable a
discussion between the Committee and the
PRA concerning prudential focused topics.

Risk function resourcing

The Committee has sought and received
assurance that the risk function is adequately
resourced to perform its function effectively.
The Committee’s discussions included the
risk function’s overall structure, key changes
to the function in 2017 and the key areas

of focus for 2018, including the delivery of
efficiency and effectiveness improvement
initiatives, managing attrition and engaging
talent, succession planning and building
greater diversity of gender and experience.

Committee effectiveness review

In 2017, an externally facilitated Committee
effectiveness review was undertaken as
part of the externally facilitated Board
effectiveness review. The broad message
was that the Committee is viewed as being
probing and effective and the Board
members have confidence that the
Committee is managing risk in a sensible
and diligent manner. There were two main
themes arising from the review. The first
concerned the need for the Committee to
strike the right balance in Committee
discussions and requests for management
information so as to avoid blurring the line
between management responsibilities and
the Committee’s ability to exercise oversight
in accordance with its terms of reference.
The second theme concerned the need
for reports to the Committee to avoid
lengthy narratives.

Ongoing training and
development

Committee members have ongoing training
and development programmes which over
the course of the year included training on:

> Cross Border Country Risk

> The Group’s Stress Testing project
development

> Anindependent assessment of the
Group’s Information and Security maturity
aimed at providing an independent
perspective of the Group’s ability to adapt
to the evolving Information Cyber Security
threat landscape and risk



Brand, Values and Conduct Committee

“Conduct is considered by the Committee
as a cornerstone of our culture”

The focus of the Committee this year continued with strengthening the Group’s culture
— understanding where we are today, where we aspire to be, what needs to change
and how we can best measure progress. Ongoing diagnosis of our culture included
examining the results of our employee engagement survey, as well as other industry
standard tools and measures. Setting out where we want to be began with exploring
and affirming the Group’s purpose ‘Driving commerce and prosperity through our
unique diversity’.

The Committee considered our brand promise as integrally linked to culture. We
reviewed in-depth and country-specific studies, to reveal what our clients and employees
expect from us, as we strive to strengthen our client focus and performance culture.
Considering these inputs and in light of the Group’s strategy, the Committee was
well-positioned to review the new valued behaviours we expect throughout the Group.
We then assessed the implementation plan for this refreshed direction, debated and
agreed a set of metrics that will help us assess the progress the Group is making in line
with this direction over time.

Conduct is considered by the Committee as a cornerstone of our culture. Conduct has
also continued as a focus of attention in its own right, with an ongoing assessment

of how the Group’s Conduct agenda is being reinforced and communicated to all
employees. This year, we have noted the significant efforts by senior leaders to set the
tone from the top and lead by example. In the year ahead, the Committee expects to
review a detailed set of metrics specifically focused on conduct, to complement the
wider metrics we examine on culture.

The Committee has also focused its attention to how the Group identifies and manages
reputational risk. In line with our brand promise, Here for good, we sought and received
assurance on how the Group’s Position Statements (which guide our approach to
providing financial services to clients who operate in sensitive business sectors or face
specific issues) align to the Group’s Risk Appetite. We discussed how reputational risk
reporting to the Committee could be enhanced, in order for a comprehensive overview
of the reputational risk landscape to be fully considered.

The Committee benefited from insightful exchanges with local management in Hong
Kong and Singapore, as part of overseas Board visits. A valuable perspective was also
provided by the Group Head of Internal Audit, who attends two Committee meetings
each year, to provide appropriate assurance on culture, conduct and reputational risk
management.

The Committee’s focus on the Group’s culture, brand, valued behaviours, conduct,
reputational risk management and sustainability priorities will continue in 2018, as well as
the practice of receiving market insights and additional perspective on matters within the
Committee’s remit.

| would like to thank Kurt Campbell, who stepped down in the year, for his contribution
to the Committee and welcome Ngozi Okonjo-lweala, who joined the Committee on

1 November 2017. Ngozi brings a wealth of experience on geo-political, economic and
sustainability matters, which will be of value to our work in the year ahead.

Mhuiors

Jasmine Whitbread
Chair of the Brand, Values and Conduct Committee

Committee composition

Scheduled meetings

J M Whitbread (Chair) 4/4
O P Bhatt 4/4
Dr Han Seung-soo, KBE 4/4
C M Hodgson 4/4
Dr N Okonjo-Ilweala

(appointed on 1 November 2017) 11
Directors who stepped down during 2017

Dr KM Campbell

(stepped down on 26 July 2017) 2/2

Other attendees at Committee meetings in 2017
included: Group Chairman; Group Chief Executive;
Group Head, Human Resources; Group Head
Corporate, Public and Regulatory Affairs and Group
Company Secretary

The Chair of the Board Risk Committee attended one of
the Committee meetings in 2017.

Details of the Committee member’s experience can be
found on pages 47 to 49.

Committee responsibilities

The Committee has responsibility for reviewing the the
Group’s brand, culture, valued behaviours and conduct,
as well as the processes by which the Group identifies
and manages reputational risk, sustainability priorities
and the approach to main government and regulatory
relationships.

The Committee has written terms of reference that
can be viewed at www.sc.com/termsofreference
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DIRECTORS’ REPORT

Activities in the year

Brand and culture

Corporate governance

of which are set out below.

FOCUS ON

Culture and valued
pehaviours

2017 has been a dynamic year for the
Group’s work on culture.

The Group’s purpose ‘Driving commerce
and prosperity through our unique diversity’
was launched in September and new
valued behaviours were defined to support
the Group’s desired brand and culture.

The Committee discussed progress reports
on how cultural change is embedding
throughout the Group; and received regular
status updates on the overall plan of work

Brand refresh,
marketing plan
and Group
sponsorships

(setting out the various workstreams
underway with clear timelines and
responsible persons). The Committee
reviewed and provided input on cultural
metrics which have been developed
and enhanced significantly, to ensure a
comprehensive and balanced overview.

Focus was placed on reviewing the Group’s
purpose, with the Committee counselling
that it needed to be aspirational, enduring,
resonate with stakeholders and be
inextricably linked to the Group’s strategy.
The valued behaviours were also reviewed
and emphasis was placed on the need for
these to resonate well with employees and
translate easily into expected behaviours.

The Committee reviewed:

Discussed the progress being made on the review of brand and culture, as an integrated programme of work, details

The Committee reviewed the global results
from the 2017 employee engagement
survey and corresponding areas of focus
for teams and managers. A deeper analysis
was undertaken into the UK specific survey
findings, alongside the Banking Standards
Board 2017 assessment report. The
Regional CEO of Europe and Americas
attended this discussion to provide context.

> The Group’s 2017 marketing plan and confirmed its support of the focus to enhance the client value proposition
and deepen client relationships. As part of this, the Committee was keen to understand how the Group’s thought

leadership initiatives are being developed, given these differentiate the Group and provide value to clients

> The Group’s sponsorship portfolio, including the Liverpool Football Club sponsorship, and encouraged that
consideration be given as to how this sponsorship can be constantly leveraged to ensure maximum benefit for

the Group

> The creative concepts for the Group’s brand refresh, considering how these align to the work underway on brand
and culture. The Committee counselled on the importance of the brand refresh being authentic, differentiating,
enduring and aligned to how the Group wishes to be regarded by clients and other stakeholders

Conduct

The Committee reviewed:

> How conduct is being embedded throughout the Group’s three lines of defence, the first line (countries, businesses
and functions); the second line (Compliance) and the third line (GIA)

Received updates on:

> The Group’s Conduct Management Framework, proposed conduct metrics, the Group Conduct Management
policy and conduct training/guidance materials

> The steps being taken to transition the management of conduct risk from a programme of work to a

sustainable model

Reviewed and provided feedback on:

> The refreshed Group Code of Conduct (the Code). As part of this, the Committee noted the communication
programme which would emphasise individual and management accountability; and was assured to see the
high re-commitment rate to the Code. Further details on the Code can be found on page 40

Reputational risk
management

Reviewed the processes by which the Group manages reputational risk in an effective and transparent manner,
consistent with the Board approved Group Risk Appetite Statement and:

> Received status reports on enhancements to the Group’s approach including the reputational risk policy and
framework, risk measurement and reporting, Risk Appetite, stress testing, governance, resources and training

> Sought and received assurance on how the Group’s Position Statements are aligned to the Group’s Risk Appetite

> Discussed how reporting on reputational risk management could be enhanced to ensure that a comprehensive
overview of the Group’s reputational risk profile is received

Standard Chartered
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Activities in the year continued
. ____________________________________________________________________________________________________________________________________________________|]

Sustainability Reviewed a number of matters under the Group’s Sustainability agenda including:

podai o1b91esS

= The Group’s approach to environmental and social risk management, which included the work underway to refresh
the Group’s Position Statements. The Committee welcomed the review being undertaken by management to
ensure that the topics and sectors being covered by the Position Statements are aligned to the Group’s business
portfolio and are reflective of the Group’s Risk Appetite

= The risk acceptance parameters drafted to accompany the Group’s refreshed Palm Oil Position Statement

> The Group’s community expenditure for the full year 2016, noting that the level of Employee Volunteering (EV)
engagement remained high, comprising 40 per cent of the Group’s expenditure in 2016. Further details on EV
can be found on page 41

Received updates on: %

> Climate change, palm oil and human rights, noting the Group’s position and how this compares with peers E

o

> Developments within the Group’s community strategy to ensure that it aligns with the Group’s purpose, reflects 7

the Group’s strategy, engages employees and resonates with clients and other stakeholders -

m

Government and > Reviewed the Group’s approach to its main government and regulatory relationships across our key markets, §
regulatory focusing on the quality of these relationships and engagement in place =

relationships
: o > Provided input on the areas of priority for 2018

> Received an update on resources in place to manage these relationships

> Acknowledged that given the Group’s diverse geographic footprint, there are typically a number of supervisory
matters or investigations ongoing at any time

Market insights Market insights received during overseas Board visits to Hong Kong and Singapore included:
and additional

perspective > Aninformal discussion between the Committee and members of the Hong Kong management team to discuss

brand, culture and reputation. This discussion brought the matters of brand and culture to life from a country
perspective and provided useful context for the Committee’s deliberations

> The provision of context from the Singapore CEO on brand and culture in Singapore, including an update on the
various initiatives underway to drive cultural change. The Committee was supportive of the steps being taken to
promote a strong service culture in Singapore
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> The Group Head of Internal Audit provided context on GIA’'s work in relation to culture, conduct and reputational

risk management

Committee effectiveness review

In 2017, the effectiveness of the Committee
was assessed as part of the externally
facilitated Board effectiveness review.

It was acknowledged that the Committee is
operating effectively and some suggestions
were made to enhance effectiveness.

These suggestions included the need for the
Committee to provide more communication
to non-Committee members on the activities
of the Committee; and to ensure that the
Committee’s remit is not too broad. These
suggestions will be kept under review by

the Committee.

Committee chair engagement

Outside of the formal Committee meetings,
Jasmine had various interactions and
engagement with management and
employees across the Group. In particular,
Jasmine participated in the Group’s Global
Chairmen’s Conference. This Conference
was held in Dubai and attendees included the
Group’s subsidiary chairmen. Jasmine was
one of the panellists for the discussion on
culture. She shared her experience of the
Committee’s role in reviewing the Group’s
purpose and how the Board sets the tone
for culture and conduct from the top.

Jasmine also met with the Head of Diversity
and Inclusion (D&I) to provide input to the
Group’s refreshed D&l strategy. One-to-one
meetings were then organised with each
Committee member and the Head of D&
so that additional perspectives and insights
on D&l could be obtained and discussed.
D&l will be discussed by the Committee in
early 2018.

75
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DIRECTORS’ REPORT Corporate governance

Governance and Nomination Committee

“The Committee invested a significant
amount of its time this year strengthening
the Board’s succession planning”

The Governance and Nomination Committee has been active this year in addressing a
number of priorities which | set out when taking over as Chairman of the Committee at
the end of 2016. In March an independent, externally facilitated review of the Board

and its committees was commissioned to gain a comprehensive insight into their
performance and to set a baseline, early in my tenure, against which the Board can be
measured in future years. Details of the overall process, the observations and the actions
identified are set out earlier in the report on page 60.

The Committee invested a significant amount of its time this year strengthening the
Board'’s succession planning alongside overseeing the Group’s senior talent succession
plans. Ngozi Okonjo-lweala, who joined the Board in November, emerged from this
process as a valuable addition to the Board. Ngozi has significant geo-political,
economic, risk and development experience and expertise at a national governmental
level and within international organisations, which will provide valuable insight to the
Board discussion.

As part of the Committee’s discussions on the Board’s composition and structure, it
considered in detail the rationale for separating the roles of Deputy Chairman and Senior
Independent Director and recommended to the Board that the roles were separated.
Christine Hodgson was appointed as Senior Independent Director with effect from

1 February 2018 taking over from Naguib Kheraj, who remains as Deputy Chairman
and Chair of the Audit Committee. Christine Hodgson also remain as Chair of the
Remuneration Committee.

The importance and benefits of a diverse Board, in terms of gender, skills, knowledge,
experiences and geographical coverage, are central to the Committee’s discussions
when considering succession planning. The Board Diversity Policy has assisted us

in driving progress in this area in recent years, including giving a greater focus to the
benefits of gender diversity and achieving the appropriate mix of individuals with
geographical knowledge. During the year the Committee reviewed the policy, taking into
account the many reports which have been published in this area, and recommmended
a number of changes, not least a change in target for the proportion of women on

the Board, having surpassed the previous target of 25 per cent earlier in the year.
More details on the changes to the policy and progress made against our objectives
in the year are set out on page 79.

This year, the Committee has also given greater prominence to the oversight of material
trends, initiatives and proposals relating to the corporate governance of the Group, as
well as the Group’s approach to subsidiary corporate governance across the Group’s
four regions, satisfying ourselves as to the rigour and process being applied.

Externally, the Committee has been active, monitoring and contributing to the
Government’s corporate governance reform agenda. The Committee provided input into
the Group’s response to the Department for Business, Energy and Industrial Strategy’s
(BEIS) Green Paper and has had subsequent discussions on the actions, ongoing

work streams and potential implications for the Group. We look forward to continued
engagement on some of these initiatives, particularly through the Financial Reporting
Council's consultation on the UK Corporate Governance Code in the year ahead.

o ‘J;;)

José Vinals
Chair of the Governance and Nomination Committee

Standard Chartered
Annual Report 2017

Committee composition

Scheduled meetings Ad hoc
J Vifals (Chair) 3/3 11
N Kheraj 3/3 11
C M Hodgson 3/3 11
J Whitbread 3/3 11
D Conner 3/3 11

Other attendees at Committee meetings in 2017
included: Group Chief Executive; Group Head, Human
Resources; Group Company Secretary

Biographical details of the Committee members can be
viewed on pages 47 to 49

Committee responsibilities

The Committee has responsibility for keeping the
composition of the Board and its committees under
review and leads the process for Board appointments,
taking into account the Board’s current and future skills,
knowledge, experience and diversity.

The Committee also considers any material changes to
corporate governance regulation and legislation affecting
the Group, has oversight of the Group’s approach to
subsidiary corporate governance and keeps under review
the leadership needs of, and succession plans for, the
Group’s senior executives.

The Committee has written terms of reference that
can be viewed at www.sc.com/termsofreference



Activities in the year
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Board and senior > Considered the current and future composition of the Board, including skills, experience, knowledge, time c(-‘i:
talent succession commitment and gender diversity. Discussed where significant knowledge and experience gaps exist, immediately 3
planning and in the longer term as part of a continuing process of shaping the Board into the future §

> Agreed the need to identify a diverse pool of independent non-executive directors for the short, medium and longer
term and systematically reviewed throughout the year a number of candidate long lists

> Agreed the need for an additional independent non-executive director with regional perspective and experience
along with international financial experience

> Engaged the executive search firm Egon Zehnder*, to assist the Committee in the search, resulting in the
emergence of Ngozi Okonjo-lweala as a sought after candidate

> Significant discussion of potential candidates amongst the Committee and more widely with the Board led to the
Committee’s recommendation of Ngozi Okonjo-Ilweala to the Board as an independent non-executive director.
Provided oversight of the detailed Executive and Management Team succession plans

> Reviewed the emergency cover plans for key Board and committee chair roles, to ensure that appropriate
individuals with the necessary skills have been identified to cover roles on an emergency and interim basis should
the need arise
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* Egon Zehnder is a signatory to the Voluntary Code of Conduct for executive search firms and was a supplier of senior resourcing to the Group

during the year

Board structure > Considered and discussed the governance, the rationale and timing for separating the roles of Deputy Chairman
and Senior Independent Director, taking into account feedback from the independent externally facilitated Board
effectiveness review and recommmended to the Board that the two roles are held by two individuals

> Discussed potential candidates for the Senior Independent Director role amongst the Committee and more
widely with the Board, taking into account the need for the individual to have the attributes required of a Senior
Independent Director

> Recommended to the Board that Christine Hodgson be appointed Senior Independent Director
Board effectiveness > Provided oversight of the process of the independent, externally facilitated review of the Board and its Committees,

review including the selection process, which resulted in the selection of Fion Hague’s Independent Board Evaluation to
facilitate the review
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> The themes and recommendations from the report were explored by the Board in conjunction with Ffion Hague,
and the overall process observed by the Committee

> Considered and discussed the themes and recommendations from the Committee’s report and discussed the I

proposed action plan for 2017/18 3

&

Board Diversity > Reviewed the impact of the Board Diversity Policy in driving progress in this area and particularly its role in &
Policy embedding the importance of diversity into the succession planning process g
@

=]

@

> Considered the progress made in meeting the Board Diversity Policy’s objectives, including how the Board has
performed in achieving its stated aim in respect to gender diversity. Detail on progress made is set out on page 79

> Took account of recent regulation and recommendations in reviewing the Board Diversity Policy whilst continuing
to take a broad view of diversity

> Considered and recommended to the Board two changes to the Board Diversity Policy, details of which can be
found on page 78
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Activities in the year continued

> Conducted an annual review on the directors’ existing and previously authorised potential situational conflicts
of interest, and considered whether any circumstances would necessitate the authorisation being revoked

Conflicts of
interest
or amended

Subsidiary
governance

Corporate governance

> Received updates from the four Regional CEOs on the Group’s approach to Corporate Governance. Received
assurance of the effective oversight and compliance with the Subsidiary Governance Policy

> Discussed current linkages between banking subsidiaries and the Group and the escalation of key risks through

the structure

> Consideration was given to the formal and informal enhancements made to improve the flow of information,
including the committee chairs hosting calls throughout the year, the introduction of the first Global Chairmen’s
Conference held in Dubai during November (more detail can be found on page 62) and engagement with the

subsidiaries by directors as they travel across the Group’s markets

> Commented on other practical ways to enhance and further strengthen the links, commmunication and information
flows between the Group and the subsidiaries

Corporate
governance
reform agenda

and proposals being formulated and their potential impact

> Reviewed the key themes to emerge from the BEIS Green Paper on Corporate Governance and commented on
the Group’s response to the accompanying consultation ahead of submitting to BEIS

> Received updates on the developing UK Corporate Governance landscape, noting the range of guidance material

> Discussed and sought early views on the proposals made to strengthen the wider stakeholder voice in the
boardroom, in particular relating to the mechanisms proposed to strengthen the voice of employees

Terms of
reference

FOCUS ON

Implementation of the Board Diversity Policy

The Board’s Diversity Policy (the Policy)

recognises the Group’s distinctive footprint

and long history for embracing a diverse
board membership. The Policy
encapsulates the Board’s strongly held
belief that a highly effective Board is about
chemistry and behaviours, underpinned
by robust processes and aims to maintain
that diverse outlook. Aligned to this broad
objective, the Policy has five specific
objectives which the Board is committed
to in order to further enhance progress in
this area:

> Increasing the representation of women

on the Board with an aim to have a
minimum of 33 per cent female
representation

> Ensuring that our Board reflects the
diverse markets in which we operate

> Ensuring that the Board is comprised
of a good balance of skills, experience,
knowledge, perspective and varied
backgrounds

Standard Chartered
Annual Report 2017

> Only engaging search firms who are
signed up to the Voluntary Code of
Conduct for Executive Search firms

> Reporting annually on the Executive
pipeline below the Board and the
Board'’s diversity, including progress
being made on reaching the Board'’s
gender target

There were two changes to the Policy
objectives made in November 2017:
the Board gender target was increased
to a minimum of 33 per cent female
representation; and a new objective
was introduced, aimed at ensuring the
Board reflects our diverse markets.

The Policy is implemented through
the Governance and Nomination

Committee, which considers the Policy’s
objectives as part of its overall succession

planning discussions as well as part of
its selection and recommendation of
individual candidates.

> Conducted a thorough review of the Committee’s Terms of Reference during the year, taking into account the
responsibilities, obligations and best practice in the UK and Hong Kong

Detail of the Board’s diverse composition,
including detail of gender representation,
experience and tenure on the Board along
with individual biographies of the Board
members are set out on pages 47 to 49
of this report.

+ A copy of the full Board Diversity Policy
can be viewed at sc.com/boarddiversitypolicy



FOCUS ON

Implementation of the Board Diversity Policy continued

The table below sets out the progress made against the four Policy objectives which were in place during 2017.

Board Diversity Policy objectives

Increasing the representation of women on the Board and
having 25 per cent female representation on the Board by
2017. We remain supportive and engaged in increasing
this proportion further to 33 per cent.

Ensuring that the Board is comprised of a good balance
of skills, experience, knowledge, perspective and varied
backgrounds.

Only engaging search firms who are signed up to the
Voluntary Code of Conduct for Executive Search firms.

Reporting annually on the Executive pipeline below the
Board and the Board’s diversity, including progress being
made on reaching the Board’s gender target.

Progress update

> Since 2014, when the gender target for the representation of
women on the Board was introduced, female representation
has increased from 10 per cent to 31 per cent today. Given the
positive progress which has been made, the Committee took
the decision to increase the target in November 2017

> The Committee has invested a significant amount of time in
2017 identifying potential future independent non-executive
directors for the medium to longer term, in order to introduce
new skills and perspective, whilst maintaining the right
balance of experience and knowledge and continuing to
reflect the diversity of our markets. A new objective was
added to the Board Diversity Policy to ensure our markets
are adequately reflected

> The appointment of Ngozi Okonjo-lweala further strengthens
the mix of skills on the Board, bringing geo-poalitical, economic,
risk and development experience and expertise

> Ngozi's appointment has also brought experience and
representation from Africa

> The Committee has continued only to engage search firms
signed up to the Voluntary Code of Conduct

> In 2017 the Committee engaged the executive search firm,
Egon Zehnder to assist in identifying potential independent
non-executive director candidates with the intention of building
a rich pool of individuals upon which to draw. Egon Zehnder is
signed up to the industry’s voluntary code and is committed to
supporting our ambitions of increasing female representation
and widening the Board’s diversity more generally

> The Committee has oversight of the Management Team
succession process and the senior management successors
to the Management Team. Good progress has been made
during the year in identifying and developing key successors
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Committee effectiveness review

In 2017, an externally facilitated Committee effectiveness review was undertaken as part of the external Board effectiveness review. The broad
message was that the Committee is functioning well, with good process and open discussions. Some suggestions and feedback were made,
o enhance further its effectiveness, including a more regular timetable of meetings and enhanced communication and information flow back
to non-Committee members. These will be kept under review by the Committee through 2018.
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Board Financial Crime Risk Committee

‘As a global trade bank, Standard
Chartered stands on the frontline of
the fight against financial crime”

The words ‘financial crime’ do not do justice to the real-world, human impacts of this
issue. What they mean is how, through money laundering and terrorist finance, the
financial system can act as the lifeblood of some of today’s most damaging crimes;
from human trafficking to terrorism, the drug trade to corruption.

As a global trade bank, Standard Chartered stands on the frontline of the fight against
financial crime. It is our ambition to make the financial system a more hostile and
unforgiving environment for criminals and terrorists by working in common cause with
others who have a stake in the solution. That is imperative to protect our clients, the
communities in which we operate and ultimately the integrity of the financial system.

The Group recognises that, at times, its past efforts to prevent financial crime fell short.
This is a continual journey, and in April 2017, the New York State Department of Financial
Services noted that the Group has made “substantial progress” towards remediating
past issues, and that the Group remains “fully committed” to finishing the job.

In discharging its responsibilities, the Committee has overseen the progress being

made by the Group in meeting the objectives of its strategic, multi-year remediation
programmes: the US Supervisory Remediation Programme and the Financial Crime Risk
Mitigation Programme (which spans all of the Group’s geographies and business areas).

At the same time, the financial crime landscape is continuing to evolve rapidly. That is
why over the past year the Committee’s role has shifted from one focused primarily on
oversight of remediation activities to include a bigger role in threat assessment and
preparedness. It is in that context that we have discussed the Group’s leading efforts
to fight cyber-financial crime, as well as wider threats that the financial system faces.

| am pleased to say that the Group’s work is making an impact. In 2017, the Group has
identified and prevented criminal activity in a number of threat areas: intercepting monies
derived from cyber-attacks, identifying networks of accounts suspected of human
trafficking for the sex industry, likely terror funding posing as charitable efforts, and
thwarting attempts to breach sanctions’ requirements.

We have discussed how the Group responds to these threats, in a sustainable way.
We support the work of the Group to continue to enhance systems, processes and
technology, and how the Group works in partnership with clients, law enforcers and
regulators. Central to this effort is the continuing importance of employee engagement
with regard to the seriousness of financial crime risk and ensuring that they are
empowered to make the right decisions, appropriately supported by training and
specialist expertise.

When I travelled to Hong Kong, the US and Pakistan this year, | saw up close the
awareness of the issues and how we are seeking to embed a meaningful response into
the operations and mindset of the Group. It is clear to me that everyone in the Group has
a important contribution to make.

Finally, I would like to thank Lazaro Campos, and Jasmine Whitbread, who both stepped
down from the Committee during the year, for their valuable contributions to the
Committee’s work.

Gay Huey Evans, OBE
Chair of the Board Financial Crime Risk Committee

Standard Chartered
Annual Report 2017

Committee composition

Scheduled meetings

G Huey Evans, OBE (Chair) 4/4
D P Conner 4/4
C M Hodgson 4/4
N Kheraj 4/4
Directors who stepped down during 2017

J M Whitbread

(stepped down on 30 September 2017) 3/3
External advisor members

B H Khoo 4/4
Sir lain Lobban 4/4
F Townsend 4/4

External advisor members who stepped

down during 2017

L Campos (stepped down on 30 March 2017) 11
Other attendees at Committee meetings in 2017
included: Group Chairman; Group Chief Executive;
Group Chief Risk Officer; Group Head of Internal Audit;
Group General Counsel; Global Head, Financial Crime
Compliance; Group Head Compliance; Group Company
Secretary

As part of, and in addition to, each scheduled Committee
meeting, the Committee has private members-only
meetings.

The Committee’s membership is comprised of four
independent non-executive directors and three
independent external advisor members who are neither
directors nor employees of the Group but who provide

a valuable external perspective and have extensive
experience in counter-terrorism, cyber security and
international security. Details on the independent
non-executive directors can be found in their biographies
on pages 47 to 49.

Committee responsibilities

The Committee provides oversight of the effectiveness of
the Group’s policies, procedures, systems, controls and
assurance arrangements designed to identify, assess,
manage, monitor and prevent and/or detect money
laundering, non-compliance with sanctions, bribery,
corruption and tax crime by third parties.

The Committee has written terms of reference that
can be viewed at www.sc.com/termsofreference



Activities in the year
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Financial Crime > Exercised ongoing oversight of the Group’s Financial Crime Risk Mitigation Programme (FCRMP), which is a t‘-;
Risk Mitigation Group-wide initiative to identify and embed best practices in the field of financial crime compliance 3
Programme g

> Discussed and challenged progress reports as to the status of the FCRMP and discussed the findings of the
independent testing that has been undertaken on the FCRMP

> Discussed an update from the Group Chief Information Officer on the FCRMP technology project deliverables

US Supervisory > Exercised oversight of the activity required to comply with the requirements of the US Deferred Prosecution
Remediation Agreements (DPAs) and enhance its sanctions compliance programme. More information about the DPAs can
Programme be found in note 26 on page 259

Assessment of > Discussed updates on potential emerging threats, and major initiatives

financial crime risks . . o . '
> Discussed reports on the financial crime risks faced by the Group across a number of the Group’s client segments

and geographies and sought and received assurance on the actions taken and being taken to strengthen controls
in relation to these risks in a number of the Group’s markets

Financial crimerisk > Discussed Group Internal Audit’s view on the Group’s control environment relating to Financial Crime Risk. Such

control environment  discussions include the grading of audit reports across the Financial Crime Compliance Risk themes, gaps and
deficiencies that have been identified and sought and received assurance concerning management’s response
and resulting management actions
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> Discussed the continuing importance of employee engagement with regard to the seriousness of financial crime
risk and how this can be embedded in a sustainable way as part of business as usual

Financial crime > Discussed the Financial Crime Compliance Global Threat Assessment, prepared by management to identify
future threats and evaluate the most significant financial crime threats faced by the Group, and to develop a set of key
recommendations in response to these threats, to be implemented through 2017 and 2018

The Financial Crime Compliance Global Threat Assessment recognises that Financial Crime is a Principal Risk
and will be used to identify the most effective response by the Group, as required under the Enterprise Risk
Management Framework.
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Group Risk > Considered, discussed and recommended to the Board the Group’s Risk Appetite Statements in relation to
Appetite Statement financial crime risk
in relation to

financial crime > Reviewed metrics to measure against financial crime Risk Appetite

Financial crime The ability of employees to disclose genuine concerns, including breaches of regulatory requirements, is essential to
compliance the maintenance of the Group’s values. The principles and requirements relating to Speaking Up are detailed in the
speaking up Group Speaking Up Policy and, specifically for Financial Crime, the Group Anti-Money Laundering and Counter

Terrorist Financing Policy.

> Received and discussed a report on escalations relating to Financial Crime. One route for Financial Crime Speaking
Up escalations is through Suspicious Activity Reports (SARs). The number of SARs demonstrates a good level of
employee awareness regarding the need to raise concerns

SjusLWale]S [BIOUBUIS

Further details of the Group’s Speaking Up programme can be found on page 68.

Client Tax > Discussed an update on the client tax fraud/evasion frameworks and the steps that the Group has taken in
Fraud/Evasion preparation for the UK Corporate Offence of failing to prevent tax evasion that is included on the Criminal Finances
Frameworks Bill 2016
[
Financial Crime > Discussed a report from management on the findings of an external review of Financial Crime Compliance S
Compliance resourcing commissioned by management to identify ways to improve financial crime compliance effectiveness :3%
Resourcing and efficiency &
L
Financial Crime > Received updates on significant financial crime compliance-related matters 3
Compliance Related %
Matters o
S
Financial crime > Received updates on the principal partnerships in which the Group participates that aim to protect the integrity of
compliance the global financial system and improve the effectiveness of the contributions of financial institutions to fighting
information sharing financial crime
initiatives
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Information provided to the
Committee

Regular reports and updates are provided
to the Committee by the Global Head of
Financial Crime Compliance, the Group
General Counsel and the Group Head of
Internal Audit. The Global Head of Financial
Crime Compliance also makes regular
reports to the Committee in his capacity as
the Group’s Money Laundering Reporting
Officer.

Two of the four Committee meetings in 2017
were held as part of the overseas Board visits
to Hong Kong and Singapore. Holding
Committee meetings as part of the overseas
Board visits enable the Committee members
to engage with local management and local
Financial Crime Compliance teams outside
of formal Committee meetings.

Committee effectiveness review

In 2017, an externally facilitated Committee
effectiveness review was undertaken as

part of the externally facilitated Board
effectiveness review. The broad message
was that the Committee has made significant
progress and is fulfiling its remit with diligence
and due process. The themes arising

FOCUS ON

Financial Crime
Compliance Information
Sharing Initiatives

The Financial Crime Compliance
Information Sharing partnerships that the

Group participates in bring together multiple

parties from the public and private sectors
(such as regulators, law enforcement

and other global banks) with the aim of
developing a collaborative approach to
tackling money laundering. The Group
believes that by aligning financial

Standard Chartered
Annual Report 2017

included the need for the Committee to
continue to focus on the Group’s overall
strategic aim with regard to Financial Crime
Compliance whilst avoiding getting caught
up in too much detail.

Ongoing training and
development

Committee members have ongoing training
and development programmes which in
2017, included:

> An overview of the Group’s surveillance
systems enhancements

> Adiscussion with the Head, Financial
Crime Compliance, Americas on Cyber
Financial Inteligence

> Financial Crime Compliance in and
challenges facing the Greater China and
North Asia region from the point of view of
frontline employees

> Financial Crime Compliance regional
overview with the Head of Financial Crime

Compliance, Greater China and North Asia

> Financial Crime Compliance Regional
Management discussion covering
governance, people and conduct risk

institutions, regulators and law enforcement
more closely, it can create a meaningful
shift in the way we disrupt financial crime.
The Group also continues to support and
engage with a number of industry bodies;
such as the Wolfsberg Group, the US Bank
Secrecy Act Advisory Group and the
Association of Certified Anti-Money
Laundering Specialists.

For the third consecutive year, the Group
has received a FINCEN Law Enforcement
Award recognition letter for its contributions
to significant criminal prosecutions. The
Group also identified and prevented
criminal activity in a number of threat areas;

> Hong Kong related issues with the Head
of Financial Crime Compliance, Greater
China and North Asia and Private Banking
offshore tax compliance

The independent non-executive Committee
members also attended the Group’s Global
Chairmen’s Conference held in Dubai.
Further details of the Conference can be
found on page 62.

The Committee advisor members
participated in the Corresponding Banking
Academy hosted by the Group in Dubai and
joined in a panel discussion concerning the
evolving collaboration between banks and
law enforcement agencies and the US
regulatory environment.

for example, intercepting monies derived
from spear phishing, identification of
networks of accounts suspected of money
‘mule’ activity and human trafficking for the
sex industry, likely terror funding posing as
charitable efforts, thwarted attempts to
breach sanctions requirements, and the
attempted movement of monies believed
to be derived from corruption.



Directors’ remuneration report

“Recognising continued progress
on the execution of our strategy
and enhancing fair pay for

all of our colleagues”

Key highlights

. ___________________________________________________________________________________________________|

> Financial and strategic performance in 2017 delivered a Group scorecard outcome of
66 per cent of the maximum

> Executive directors’ annual incentives were 61 per cent of fixed remuneration
> 2017 Group discretionary incentives were $1,146 million

> We have developed a Fair Pay Charter to support our objective of delivering fair and
competitive remuneration to all colleagues globally

We are making good progress against our strategy, securing the foundations to
reposition the Group and improve our financial performance. Capital and liquidity are
strong and the Group has delivered an increase of $1,917 million in underlying Profit
Before Tax. Overall, the Group scorecard was assessed at 66 per cent of the maximum
and is set out in detail on page 87.

When determining the 2017 remuneration outcomes, the Committee has continued to
recognise both the importance of rewarding and incentivising employees to execute the
long-term goals and of taking a global approach to remuneration. We are an international
employer with wage inflation pressures in many of the emerging markets in which the
Group operates.

Group-wide remuneration in 2017

The Committee determined that total discretionary incentives in 2017 should be

$1,146 milion. This includes annual incentives, long-term incentives and incentives paid
to eligible leavers, representing an increase of 10 per cent on 2016. The increase reflects
improved financial performance and progress against the Group’s strategic objectives
as set out in the scorecard. Incentive awards are based on Group and business area
performance, assessed using balanced scorecards, and individual performance, which
is determined based on each employee’s individual achievement, conduct, values and
behaviour. The total incentives of the Group are 5 per cent lower than in 2013.

Directors’ remuneration in 2017

In May 2016 shareholders approved a new directors’ remuneration policy, which is
aligned to the Group strategy. Under the policy, executive directors were eligible in 2017
for a maximum annual incentive of 80 per cent of fixed remuneration and a maximum
long-term incentive award of 120 per cent of fixed remuneration. The Committee
determined that Bill Winters and Andy Halford should receive total annual and long-term
incentives of 181 per cent of fixed remuneration (178 per cent in 2016).

The annual incentive outcome for both Bill and Andy was 61 per cent of fixed
remuneration based on an assessment of the scorecard and personal performance
against their objectives. Long-term incentive plan (LTIP) awards will be granted in March
2018 to Bill and Andy, delivered in ordinary shares with a value of 120 per cent of fixed
remuneration at the time of award. These awards will be subject to the satisfaction of
long-term performance measures, which are assessed after three years.

Committee composition

Attendance at scheduled meetings

C M Hodgson (Chair) 6/6
Dr L Cheung' 5/6
Dr B E Grote 6/6
N Kheraj 6/6
J M Whitbread 6/6

1 Louis Cheung was unable to attend one meeting due to
travel commitments

Other attendees for relevant parts of Committee
meetings include: Chairman; Group Chief Executive;
Group Head, Human Resources; Global Head,
Performance, Reward and Conduct; Head, Executive
Compensation & Reward Governance; Group Company
Secretary; Group Chief Financial Officer; Group Chief
Risk Officer; Group General Counsel.

The Committee has written terms of reference that
can be viewed at www.sc.com/termsofreference

Committee role and focus

The Committee has oversight of the reward policies

for Standard Chartered employees. It is responsible

for setting the principles and governance framework for

remuneration decisions.

In particular, the Committee:

= Determines and agrees with the Board the framework
and policy for the remuneration of the Group Chairman,
Group Chief Executive, Chief Financial Officer and
other designated senior executives

= Approves proposals to award high remuneration
packages to new recruits

2 Oversees the remuneration of material risk takers

- Ensures that the remuneration policies are appropriate
and consistent with effective risk management

> Approves the Group discretionary incentives
each year

> Approves the Group’s Fair Pay Charter principles,
which guide reward decisions for all employees

Contents
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DIRECTORS’ REPORT

During the year, feedback was received from shareholders on the
targets in the 2017-19 LTIP. The Committee recognises that the return
on equity (RoE) target range in the 2017-19 LTIP is not an acceptable
end goal but a staging point in the planned improvement. Target
setting is thoroughly reviewed every year. The performance measures
for 2018-20 LTIP awards will remain one-third RoE (plus Common
Equity Tier 1 (CET1) underpin), one-third relative total shareholder
return (TSR) and one-third strategic measures. The targets for the
2018-20 LTIP awards were considered carefully, to ensure they are
realistic, challenging and relevant to the Group’s strategy over the
three-year performance period. The RoE target range for the 2018-20
LTIP is 6 per cent to 9 per cent. More detail on the 2018-20 LTIP
awards can be found on page 89.

LTIP awards and underpin shares granted to Andy Halford in March
2015 will not pay out in March 2018 as the performance measures
have not been met. Bill Winters did not participate in the March
2015 LTIP.

Directors’ remuneration in 2018

After a review of fixed remuneration for 2018, it was determined

that there will be no change for Bill Winters. For Andy Halford it was
noted there had been no change to his fixed remuneration since his
appointment in June 2014. Taking into account his development in
the role over that time and benchmarking data for global peers,

the Committee awarded a salary increase to Andy of just under

5 per cent, from £850,000 to £890,000 with effect from 1 April. No
change was made to his fixed pay allowance (FPA). There is therefore
an increase to his fixed remuneration of 3 per cent. In making the

Our Fair Pay Charter

decision, the Committee also took into account the average salary
increase made to the broader employee population since 2014, which
was, on average, 4 per cent each year. The Committee will continue to
review fixed remuneration annually.

The structure of directors’ remuneration will remain unchanged in
2018. We will propose a new remuneration policy to shareholders at
the 2019 AGM.

Our Fair Pay Charter

Attracting, retaining and incentivising high-quality employees is
essential to delivering on our purpose and executing the strategy. In
support of this the Committee has overseen the development of a
Fair Pay Charter during 2017. The Charter sets out the principles
we will use to determine and deliver pay for all employees globally,
including senior management and executive directors. \We have
already implemented many of these principles and further progress
is planned for 2018. The Charter and more details on the activity
planned during 2018 is set out below. | will update shareholders

on our progress in next year’s report.

I look forward to meeting with shareholders during 2018 and hearing
your views.

Christine Hodgson
Chair of the Remuneration Committee

1. We commit to pay a living wage in all our markets by 2020 and
seek to go beyond compliance with minimum wage requirements

2. We provide an appropriate mix of fixed and variable pay and a
core level of benefits to ensure a minimum level of earnings and
security to colleagues and to reflect the Group’s commitment
to wellbeing

3. We support colleagues in working flexibly, in ways that balance
both business needs and their personal circumstances, and
provide colleagues with the opportunity to select the combination
and level of benefits that is right for them

4. Payis well administered with colleagues paid accurately, on time
and in a way that is convenient

5. We provide a competitive total fixed and variable pay opportunity
that enables us to attract, motivate and retain colleagues based
on market rates for their role, location, performance, skills and
experience

6. The structure of pay and benefits is consistent for colleagues
based on their location and role, with a clear rationale for
exceptions

7. We are committed to rewarding colleagues in a way that is free
from discrimination on the basis of diversity, as set out in our
Group Code of Conduct

8. We ensure pay decisions reflect the performance of the individual,
the business they work in and the Group, and recognise the
potential, conduct, behaviours and values demonstrated by
each individual

9. We set clear expectations for how colleagues are rewarded
and the principles guiding decisions, including clear personal
objectives and feedback

10. We provide clear communication of pay and performance
decisions, and seek feedback and input from colleagues on
our pay structures and outcomes

Standard Chartered
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In developing the Charter the Committee has sought to create a
framework which supports our objective of delivering fair and
competitive remuneration to all colleagues globally. The Charter
reflects our existing remuneration approach in many areas, but also
sets some new, stretching goals which will take a number of years to
reach. The Group has already started work to implement these new
objectives and more is planned for 2018:

> During 2017 we introduced a global flexible working policy to
support our colleagues in managing the boundaries between home
and work life, supporting individuals who sometimes need to work
remotely, vary the time of their working day, or consider part-time
hours or job shares. We also increased our minimum standards of
parental leave globally. These changes have already had an impact
in increasing employee engagement and boosting productivity

> |n support of our commitment to reward colleagues in a way that is
free from discrimination, equal pay assurance is part of our annual
performance management and remuneration review. During 2017,
we implemented a globally consistent process for conducting
equal pay assurance, supported by improved analytics. Outcomes
from our 2017 equal pay review by gender were reviewed by the
Management Team and the Committee

> Our current approach is to pay colleagues’ salaries at a market
competitive level for their individual role, skills and experience. In our
Charter we commit to ensure that all colleagues receive salaries at
or above the living wage in each of our respective markets by 2020.
96 per cent of colleagues are based outside of Europe & Americas,
in many locations where living wages are not currently clearly
defined. During 2018 we will review our approach to setting living
wages in each of our markets to support this Charter commitment

> We currently provide all colleagues with benefits, based on the
practice in each local market. In 2018, we will start a four-year
programme to redesign our benefits offering in each country.
Treating everyone fairly (regardless of seniority, age or personal
circumstances) is one of the key aims, as is giving employees more
choice on a wide range of benefits to suit their individual needs



Directors’ remuneration summary

Phased rebalancing of the annual and long-term Maximum annual incentive and LTIP opportunity as a percentage
incentive opportunity under the directors’ of fixed remuneration (defined as salary, FPA and pension)
remuneration policy

In 2017, the annual incentive opportunity was a maximum of 2018 80% 120%

80 per cent of fixed remuneration, compared to a maximum of

40 per cent of fixed remuneration in 2016. The value of the 2018-20 2017

LTIP opportunity was 120 per cent of fixed remuneration compared

to a 2017-19 LTIP opportunity of 160 per cent of fixed remuneration. o 5% B

In 2015, the executive directors received no annual incentive and
200 per cent of fixed remuneration as a 2016-18 LTIP award.

This phased rebalancing was put in place to increase the focus on 2015
long-term performance in the early years of the Group’s turnaround. B Annualincentve [l LTP

There is no change to the maximum incentive opportunity or mix

for 2018.

Variable remuneration awarded in respect of 2017

The annual incentive for 2017 is based on the Group scorecard outcome of 66 per cent of the maximum and the executive directors’ personal
performance in their respective areas of responsibility. Executive directors will also receive an LTIP award of 120 per cent of fixed remuneration,
subject to an RoE target (with CET1 underpin), a relative TSR target and a combination of strategic measures focused on the delivery of the
strategy. Detailed information on the determination of individual variable awards can be found on pages 87 to 89.

W T Winters A N Halford

2017 2016 2017 2016
Annual incentive (£000) 1,678 497 1,039 308
Annual incentive as a percentage of fixed remuneration 61% 18% 61% 18%
LTIP award (value of shares subject to performance conditions) (£000) 3,312 4,416 2,051 2,734
LTIP award as a percentage of fixed remuneration 120% 160% 120% 160%
Total variable remuneration as a percentage of fixed remuneration 181% 178% 181% 178%

Executive directors’ remuneration structure in 2018

2018 2019 2020 2021 2022 2023 2024 2025 2026 Implementation for 2018

Salary = Bill Winters: £1,150,000 (unchanged from 2017)

- Andy Halford: £890,000 (increased from £850,000
with effect from 1 April 2018)

Fixed pa - Bill Winters: £1,150,000 (unchanged from 2017)
pay - Andy Halford: £519,000 (unchanged from 2017)
allowance = Allocated in shares during 2018 and released from 2019
(FPA) over five years
-> 40 per cent of salary

= If any new executive director is appointed prior to the
adoption of a new directors’ remuneration policy, there
will be a review of the pension allowance

= Maximum of 80 per cent of fixed remuneration

Annual - Determined based on a balanced scorecard. Personal

incentive performance is also considered

-> The Group scorecard has 50 per cent financial measures
and 50 per cent strategic measures. Full details can be
found on page 92

- Delivered in March 2019 following year end

= Maximum of 120 per cent of fixed remuneration
- Award deferred for a total of seven years, with
: ; performance measured over 2019 to 2021, vesting
Performance period Phased vesting between 2022 and 2026
-> Performance measures for LTIP awards to be granted in
March 2019 will be disclosed in next year's annual report
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DIRECTORS’ REPORT

The Remuneration Committee

Advice to the Committee

The Committee was assisted in its considerations by
PricewaterhouseCoopers LLP (PwC), who were formally re-appointed
by the Committee as its remuneration advisor in August 2017 following
a review of potential advisors and the quality of advice received. It is
the Committee’s practice to undertake a detailed review of potential
advisors every three to four years.

PwC is a signatory to the voluntary Code of Conduct in relation to
remuneration consulting in the UK. PwC also provides professional
services in the ordinary course of business including assurance,
advisory and tax advice to the Group. The Committee considered
PwC'’s role as an advisor to the Group, and determined that there was
no conflict or potential conflict arising. The Committee is satisfied that
the advice the Committee receives is objective and independent. The
total fee paid to PwC (on an agreed per diem fee basis) was £218,933,
which includes advice to the Committee relating to executive directors’
remuneration and regulatory matters. Management’s advice to the
Committee was also supported by the provision of market data from
PwC (included in the above fee) and Willis Towers Watson.

The Group Chief Financial Officer and Group Chief Risk Officer
provided the Committee with regular updates on finance and risk
matters respectively. The Committee recognises and manages any
conflicts of interest when receiving views from executive directors or
senior management on executive remuneration proposals and no
individual is involved in deciding his or her own remuneration.

Summary of the themes identified in the 2017 Committee
effectiveness review and agreed actions

As part of the effectiveness review for the entire Board and
committees, it was recognised that the Committee is operating
effectively. Suggestions to enhance its effectiveness further
included a request from non-Committee members to be provided
with additional data on the activities of the Committee given that
remuneration is an area of external focus. Throughout 2017, an
update on the activities of the Committee has been provided to
the Board following each meeting.

It was also considered important that the Committee keep the
Group’s remuneration structure as simple as possible to ensure that
it is well understood throughout the organisation. During the year,
the Committee considered various matters relating to remuneration
design and structure to ensure that there is a clear and strong link
between performance and remuneration.

Priorities for the Committee in 2018
Specific priorities for the Committee in 2018, in addition to its usual
scheduled activities, will be to:

> Review the remuneration policy (for executive directors and
all employees)

> Continue to monitor political and regulatory developments including
the UK Government and the Financial Reporting Council’s (FRC)
proposals on corporate governance, including developments
relating to the CEQ pay ratio. Where applicable, review the
remuneration policies to ensure they are consistent with effective
risk management and the prevailing regulatory requirements

> Review implementation of the Fair Pay Charter and monitor
compliance with the principles

- Monitor market trends to ensure the Group’s remuneration
remains competitive, whilst robustly managing overall costs
and improving productivity

> Continue to assess the alignment between Group incentives
and the delivery of the strategy

+ The Committee has written terms of reference that
can be viewed at www.sc.com/termsofreference

Shareholder voting and shareholder engagement

The table below shows the votes cast' at the Annual General Meeting
(AGM) in May 2017 on remuneration-related matters. The binding vote
on the directors’ remuneration policy at the May 2016 AGM received a
a for vote of 94 per cent.

For Against Withheld
Advisory vote onthe 2016 541,879,007 82,559,025 11,162,668
remuneration report (86.78%) (13.22%)

1 Number of votes is equal to number of shares held

The 2016 remuneration report was well supported, with shareholders
providing positive feedback on the proportion of variable remuneration
subject to long-term performance conditions. Positive feedback was
provided on the focus on conduct, particularly with regard to eligibility
for variable remuneration. Taking shareholders’ views into account,
the level of pension allowance for existing executive directors will be
reviewed when the directors’ remuneration policy is next renewed.
The Committee noted feedback from shareholders on the RoE target
range in the 2017-19 LTIP and considered this carefully in making
decisions on 2018-20 awards.

Activities in the year 12 January 31January 20March ~ 26July 3 October 29 November
Update on financial and risk performance and risk, control and conduct matters v Ve v v v
Fixed remuneration for executive directors and other senior management v v
Variable remuneration for executive directors, other senior management and

Material Risk Takers (MRTs) v v v
Annual and long-term incentive performance measures and targets v v v v v
Structure of remuneration for executive directors and the Management Team v v v v
Group-wide discretionary incentives, performance and pay review including

approach to risk adjustment v v v v
Review data relating to offers for new senior employees, including fixed and

variable remuneration v v v
The Fair Pay Charter, review of Group remuneration policies, review of gender

pay gap and equal pay analysis v v

External feedback from shareholders and regulators, emerging regulatory and

shareholder trends and AGM outcomes v v v v v v
Review of Committee’s independent advisors and Committee Terms of Reference v v

The Committee also dealt with certain less material matters on an ad hoc basis through email circulation.

Standard Chartered
Annual Report 2017



2017 directors’ remuneration

Executive directors’ variable remuneration awarded in respect of 2017 (audited)

At its meetings in November 2017 and January 2018, the Committee considered Group performance, the performance of each executive director
and risk, control and conduct-related matters (with input from risk and other control functions). The Committee followed a three-step process for
determining annual incentive awards.

1. Consider eligibility: The Committee considered each executive director’s values, behaviour and conduct during 2017. Each director had
exhibited an appropriate level of conduct and was deemed to have met the gateway requirement to be eligible for an incentive.

2. Evaluate performance against the Group’s scorecard: The Committee reviewed both financial performance and achievement against
the Group’s strategic priorities, as outlined at the start of the year in the 2017 annual incentive scorecard. The Group’s performance compares
favourably to last year and the Committee noted that significant progress was made in financial returns and in executing the strategy to stabilise

and reposition the Group. The scorecard outcome was assessed at 66 per cent.

Performance Scorecard
measures Weighting Target*® Assessment of achievement outcome
Total income! 10.0% > Threshold: $13.8 billion $14.3 bilion 5%
- Mid-point of target range: $14.3 billion
> Maximum award: $14.8 billion
Operating profit' 10.0% > Threshold: $1.8 billion $3.0 billion 10%
> Mid-point of target range: $2.4 bilion
> Maximum award: $3.0 billion
RoE plus CET1 20.0% = Threshold: 1% RoE of 3.5% 20%
underpin® > Mid-point of target range: 2% CET1 of 13.6%
2> Maximum award: 3%
Improve customer 10.0% > Threshold: $153 billion $163.5 billion 5%
deposits® > Mid-point of target range: $161 billion
> Maximum award: $169 billion
Strengthen 10.0% 2 Improve quality of loan book, evidenced by a 2 Loan impairments halved compared to the 2016 level 6%
foundations in risk decrease in the non-performing loan (NPL) and overall gross NPLs have reduced demonstrating
and control flow rate improved quality of loan book, exceeding targets set
= Successfully execute the Group’s financial crime 2 Satisfactory progress made on the Group’s financial
risk remediation programmes crime risk remediation programmes as targeted
Focus on clients 12.5% 2 Grow Private Banking Net New Money and = Private Banking Net New Money and Wealth 1%
and growth, and Wealth Management Assets under Management Assets under Management has
drive cross-bank Management shown growth, but slightly below targets
collaboration > Improve client satisfaction rating > Client satisfaction improved overall as targeted,
> Grow Commercial Banking and Corporate & with targets exceeded across Commercial and
Institutional Banking client bases, and increase Private Banking client segments
the proportion of Priority clients in Retail Banking 2 Target growth achieved in Commercial Banking and
Retail Banking client bases. Corporate & Institutional
Banking improved, but behind targeted growth
Improve efficiency, 10.0% = Achieve cost-efficiency target > Cost efficiencies of $0.8 bilion, ahead of target 6%
prodyctivity .and = Achieve income return on risk-weighted = Target performance of over 5% achieved on income
service quality assets target return on risk-weighted assets
= Improve client on-boarding turnaround time = Achieved targets for client on-boarding turnaround
time across the Group
Embed innovation, 7.5% > Increase Corporate & Institutional Banking sales 2 Improved sales via e-platform in Corporate & Institutional 4%
digitisation and via e-platforms Banking by 16.5%, but slightly behind target of 19.8%
analytics = Increase digital penetration as evidenced by = Retail Banking and Commercial Banking online and
increased online/mobile adoption of Retail mobile technology adoption were on target
Banking and Commercial Banking clients > Scoped 20 exploratory projects in emerging
= Drive innovation through new products, technologies, with five moving into production,
solutions and services for clients in line with target
Invest in people, 10.0% 2 Improve diversity as a percentage of the 2 Below target progress measured against diversity 6%
strengthen culture management population objectives for 2017
and conduct = Measurable progress in developing a = Successfully developed culture and conduct
unified conduct and culture programme programmes
= Improve employee net promoter score = Exceeded targeted improvement in employee
net promoter score
Total 100% 66%

1 Total income and operating profit were based on an underlying basis. Income, costs and impairment and resulting operating profit relating to identifiable business units, products or
portfolios from the date that have been approved for restructuring, disposal, wind down or redundancy as a consequence of the Strategy Review announced 3 November 2015 are
presented as restructuring and excluded from the underlying results of the Group. This includes realised and unrealised gains and losses from management’s decisions to dispose of
assets as well as residual income, direct costs and impairment of related legacy assets of those identifiable business units, products or portfolios. See note 2 (page 211)

2 RoE was based on profit attributed to ordinary shareholders, adjusted, on a tax-effected basis, for profits or losses of a capital nature, restructuring charges, amounts consequent to
investment transactions driven by strategic intent and infrequent/exceptional transactions that are significant or material in the context of the Group’s normal business earnings for the

period. CET1 underpin was set at the higher of 12 per cent or the regulatory minuimum. Unaudited

3 Retail current and savings accounts and net Transaction Banking ‘Operating Accounts’

4 A maximum/minimum performance threshold was set for each performance measure. The Committee used its judgement to determine scorecard outcomes within this range
(with a higher than 50 per cent outcome for performance above target and lower than 50 per cent outcome for below target performance)

5 Strategic targets are aligned to internal scorecards measuring in-year progress on multi-year initiatives. Unaudited
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3. Assess personal performance and finalise awards: As outlined in the policy, the Committee has the ability to make an upwards or
downwards adjustment to the scorecard outcome for personal performance, consistent with the approach for employees participating in the
Group Total Variable Compensation plan. When considering whether such an adjustment is appropriate, the Committee considers the particular
areas of responsibility of the executive director together with the specific objectives that they were asked to prioritise for the year and their
personal contribution to the scorecard outcome. The adjustment will usually be in the range of +/- 10 percentage points to the scorecard

outcome.

The Committee assessed Bill as having outstanding personal performance during 2017 against his objectives and in role modelling the values
and behaviour expected by the Board (see details in the table below). Through his leadership the Group has further secured the foundations with
significantly improved financial performance and progress on the Group’s strategic priorities. Taking this into account alongside the scorecard
outcome, the Committee considered an adjustment of 10 percentage points to be appropriate and decided to award an annual incentive of

76 per cent of the maximum opportunity. This equates to 61 per cent of fixed remuneration.

Key objectives

Lead by example and role model
the Group’s values and behaviour

Deliver culture refresh

Deliver improved operational
excellence

Strengthen and execute
succession and development
plans for the Group

Maintain effective and constructive
working relationships with our
regulators and their representative
bodies

Achievement

> The Committee considered Bill as having role modelled the values and behaviour expected by the Board,
setting a strong tone from the top, which has been critical in setting the right culture across the organisation
to deliver against the financial and strategic objectives for 2017

= This was supported by feedback from members of the Board, the Management Team and colleagues across
the Group which shows that Bill is seen as trusted, open, empowering and inspiring

= Bill was actively involved in driving the culture refresh during 2017, including the launch of the new purpose
and refresh of the Group’s valued behaviours

> The Board considered this an outstanding achievement, primarily delivered as a result of Bill's personal
contribution

- The Committee considered that Bill made significant progress on improving operational excellence, delivering
agreed plans to simplify decision making, improve accountability and client centricity in internal processes

> Delivered agreed targets, with the structured and focused approach personally driven by Bill

- Succession plans in place for top two tiers of management and development plans being executed

2> New leadership development programmes designed and 750 leaders enrolled for the first phase in 2018

= Improvements made to the efficiency of the Management Team in line with agreed objectives, assessed
based on feedback from the members of the Board who consider that Bill has built a strong team

- The Committee considered Bill to have delivered against this objective based on feedback received and the
progress achieved on relevant regulatory matters

The Committee assessed Andy as having excellent personal performance as measured against his objectives and in demonstrating the values
and behaviour expected by the Board (see details in the table below). His energy and focus have driven a number of operational efficiencies
which have positively impacted results. Taking this into account alongside the scorecard outcome, the Committee considered an adjustment of
10 percentage points to be appropriate and decided to award an annual incentive of 76 per cent of the maximum opportunity. This equates to

61 per cent of fixed remuneration.
Key objectives

Lead by example and role model
the Group’s values and behaviour

Deliver business efficiency and
agreed Finance programmes

Deliver agreed Treasury, Corporate
Development, Group Strategy and
Property business plans for 2017

Strengthen and execute
succession and development
plans for functions in his portfolio

Maintain effective and constructive
working relationships with our
regulators and their representative
bodies

Standard Chartered
Annual Report 2017

Achievement

- The Committee considered Andy to have demonstrated high standards of values and behaviour, which has
supported the culture refresh across the organisation and made a significant contribution to the quality of
Board and the Management Team discussions and decision making

2> Andy’s contribution has resulted in the 2017 business efficiency targets being exceeded

- He has made an excellent contribution to delivering IFRS 9, BCBS 239 and third-party risk management
improvement programmes

- As aresult of his leadership, the internal Finance Transformation plan has been agreed, the funding has been
approved and 2017 milestones have been met

= Andy and his team have improved internal management information and analytics to support the driving of
business performance, and the corporate planning process has also improved

> Andy integrated the Group’s balance sheet, liquidity and capital management activities within one Treasury
function. Treasury income was higher year-on-year, whilst the quality and mix of the Group’s liabilities has
continued to improve. The Group’s capital and liquidity positions remained strong with all metrics above
regulatory thresholds, and recovery and resolution planning requirements were met

2> The Group and business strategy plans were delivered in line with the targets set and corporate development
plans were executed effectively

2> The revised property plans were delivered, including reducing the vacancy rate to less than 10% and
workplace employee experience enhancements were implemented

= Andy has built a strong talent pipeline in 2017 and is successfully developing future leadership within the Group

> He delivered agreed people targets, with succession plans in place across the top two tiers of management
for functions within his portfolio

- The Committee considered Andy to have delivered against this objective based on feedback received and
progress on relevant regulatory matters



Long-term incentive plan awards to be granted in March 2018
LTIP awards for the 2017 performance year will be granted to Bill
Winters and Andy Halford in 2018 with a value of 120 per cent of fixed
remuneration (£3.3 million and £2.1 million respectively). Recent
changes to remuneration regulations for banks mean that dividend
equivalent shares are not permitted to be awarded on vesting. The
number of shares awarded in respect of the LTIP will take into account
the lack of dividend equivalents (calculated by reference to market
consensus dividend yield) such that the overall value of the award is
maintained. These awards will vest in five annual tranches beginning
after the third anniversary of the grant, (i.e. March 2021 to March 2025)
subject to meeting the performance measures set out below at

the end of 2020. All vested shares are subject to a 12-month

retention period.

The equal weighting of the measures provides a balanced

performance assessment, giving an appropriate focus on execution of
the strategy, investor returns and prudent risk-taking. The Committee’s
starting point for determining performance measures and target levels

was to review the financial plan and the Group’s strategic priorities.

It also balanced the Group’s current financial position and the market
environment and outlook with ensuring the executive directors are
incentivised in a challenging yet realistic manner.

The criteria used to select the comparator group for the calculation

of the relative TSR performance measure are companies with
generally comparable business activities, size or geographic spread to
Standard Chartered or companies the Group competes against for
investor funds and talent. In aggregate, the comparator group is
intended to be representative of the Group’s geographic presence
and business operations. The constituents of the comparator group
shall continue to be reviewed annually, prior to each new LTIP grant.
During the 2017 review ANZ was replaced with BNP Paribas as the
latter was deemed to be a more appropriate comparator.

TSR is measured in sterling for each company and the TSR data
averaged over a month at the start and end of the three-year
measurement period starting from the date of grant.

Performance measures for the 2018-20 executive director long-term incentive plan
. ____________________________________________________________________________________________________________________________________________________|]
Conduct gateway requirement to be met in order for awards to vest

Appropriate level of individual values and conduct exhibited

Amount vesting (as a % of total

Threshold performance  Maximum performance

Measure Weighting award) target target
1. RoE"? in 2020 plus CET1 underpin One-third > Maximum - 33.3% 6% 9%
of the higher of 12% or the minimum > Threshold — 8.3%
regulatory requirement > Below threshold — 0%
2. Relative TSR® against peer group One-third > Maximum - 33.3% Median Upper quartile
> Threshold - 8.3%
> Below threshold — 0%
3. Strategic measures One-third 2> Maximum — 33.3% 2> Maintain effective and sustainable anti-money

a) Strengthen foundations in risk
and control

> Minimum —
> Performance against each

laundering (AML) and sanctions controls
> Successfully deliver cyber risk management plan

0%

component of the scorecard 2 Improve client satisfaction rating

b) Focus on clients and growth, and
drive cross-bank collaboration

¢) Improve efficiency, productivity,
and service quality

d) Embed innovation, digitisation,
and analytics

e) Invest in people, strengthen culture
and conduct

will be assessed by the
Committee using proof points Improve productivity
to determine the percentage
of the award that may vest

= Deliver client growth in target segments

- Deliver growth in digital volumes

= Drive innovation through new products, solutions
and services for clients

= Improve scores against employee engagement
and culture of inclusion metrics

- Improve management diversity

1 RoE will be based on profit attributed to ordinary shareholders, adjusted, on a
tax-effected basis, for any fair value changes relating to gains/losses on disposals,
exceptional transactions and restructuring gains and losses, expenses, impairments
that are significant or material in the context of the Group’s normal business for the
period. Normalised RoE normally excludes regulatory fines but, for remuneration
purposes, this would be subject to review by the Committee

2 If RoE reaches 6 per cent, then 8.3 per cent of the award vests. If RoE reaches
9 per cent then 33.3 per cent of the award vests. If RoE is between the threshold and
maximum, vesting is calculated on a straight-line basis between these two points

3 Relative TSR is measured against a comparator group. If the Group’s TSR performance
is at least equivalent to the median ranked company then 8.3 per cent of the award
vests. If the Group’s performance is at least equal to the upper quartile ranked
company then 33.3 per cent of the award vests. Between these points, the Group’s
TSR is compared to that of the comparators positioned immediately above and below
it and straight-line vesting applies for TSR performance between these set points

The comparator group for the TSR measure in the 2018-20 LTIP is set out below:

Banco Santander Barclays DBS Group
Bank of America BNP Paribas Deutsche Bank
Bank of China Citigroup HSBC

Bank of East Asia Credit Suisse ICBC

ICICI Société Générale United Overseas Bank
JPMorgan Chase Standard Bank

KB Financial Group State Bank of India

Oversea Chinese UBS

Banking Corporation
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Performance outcomes for the 2015-17 long-term incentive plan awards

Assessment of the 2015-17 LTIP award: zero vesting
. ______________________________________________________________________________________________________________________________________________|

Performance for Performance for maximum
Measure Weighting minimum vesting (25%) vesting (100%) 2015-17 LTIP outcome
Relative TSR performance against ~ One-third Median Equal to or above fifth Positioned below the median ranked firm
comparator group therefore 0% vested
Earnings per share (EPS) growth One-third 15% 35% Negative EPS growth therefore 0% vested
Return on risk-weighted assets One-third 1.2% 1.4% 0.17% therefore 0% vested

(three-year average)

Assessment of the 2015-17 underpin share award: zero vesting
. ______________________________________________________________________________________________________________________________________________|

Measure Weighting Performance for vesting (100%) 2015-17 underpin shares outcome
EPS growth One-half 10% Negative EPS growth therefore 0% vested
Return on risk-weighted assets One-half 11% 0.17% therefore 0% vested

(three-year average)

Single total figure of remuneration for the executive directors (audited)

This table sets out salary, fixed pay allowances (FPA), benefits and pensions received in 2017, annual incentives receivable in respect of 2017
and LTIP awards vesting based on performance periods ending in 2017. All figures are in £000s.

W T Winters A N Halford

2017 2016 2017 2016
Salary 1,150 1,150 850 850
Fixed pay allowances 1,150 1,150 519 519
Pension 460 460 340 340
Benefits 245 135 109 111
Annual incentive award 1,678 497 1,039 308
Vesting of LTIP awards - - 0 -
Total (E000s) 4,683 3,392 2,857 2,128

Under the terms of his contract and the directors’ remuneration policy, Bill Winters is entitled to the use of a car and driver and support with the
preparation of his annual tax returns, alongside the other benefits stated below. The material increase in Bill Winters” benefits year-on-year is
due to the inclusion of the full year benefit of the car and driver and his 2015/16 tax return preparation fees in the 2017 figure. Bill Winters joined
the Group on 1 May 2015 so his 2016 benefits figure included part-year use of a car and driver during the 2015/16 tax year and no tax return
preparation fees (these fees are a taxable benefit in the tax year following the preparation of the returns).

The year-on-year change in the annual incentive figures is in part due to the change to the mix of incentives as set out in the policy. The annual
incentive opportunity in 2017 was 80 per cent of fixed remuneration, compared to 40 per cent in 2016. The remainder of the increase was due
to the improvement in the Group’s performance and the executive directors’ personal performance.

Additional information on the elements of remuneration in the single total figure table (audited)
> FPAs are paid in shares, subject to a retention period and released over five years. The number of shares allocated is determined by the monetary
value of the allowance and the prevailing market price of the Group’s shares on the date of allocation. FPAs are not variable remuneration

> Executive directors receive benefits, such as private medical cover, life assurance, permanent health insurance, a cash benefits allowance and
the use of a company vehicle and driver for business purposes. Executive directors occasionally use a Group car service for traveling and their
partners may travel to attend Board or other similar events. The Group covers any tax liability that arises on these benefits. The 2017 benefits
figures shown are in respect of the 2016/17 tax year. This is consistent with the reporting of similar benefits in previous years

> Executive directors’ annual incentive awards in respect of 2017 will be delivered 50 per cent in cash paid in March and 50 per cent paid in shares
subject to a minimum 12-month retention period. The detail of how directors” annual incentive awards are determined is set out on pages 87 to
88. Any award will be subject to malus and clawback for up to 10 years

> The LTIP awards granted in March 2015 are due to vest in March 2018, based on performance over the years 2015 to 2017. Performance
measures were not met and so the awards will lapse for Andy Halford. Bill Winters did not participate in the March 2015 LTIP

Standard Chartered
Annual Report 2017



Group performance versus the Group Chief Executive’s remuneration

The graph below shows the Group’s TSR performance on a cumulative basis over the past nine years alongside that of the FTSE 100 and
peer banks, and the table below shows the historical levels of remuneration of the Group Chief Executive. The FTSE 100 provides a broad
comparison group against which shareholders may measure their relative returns.

Total Shareholder Returns since 2008

300 e Standard Chartered — e FTSE 100 Comparator median
250 /
200
150
100
50
0 Jan 2009 Jan 2010 Jan 2011 Jan 2012 Jan 2013 Jan 2014 Jan 2015 Jan 2016 Jan 2017 Jan 2018
2009 2010 2011 2012 2013 2014 2015 2016 2017
Single figure of total remuneration £000
P A Sands (CEO until 10 June 2015) 7135 7970 7,779 6,951 4,378 3,093 1,290 - -
W T Winters (appointed CEO on 10 June 2015) - - - - - - 8,399'" 3392 4,683

Annual incentive as a percentage of maximum opportunity

P A Sands 64% 70% 70% 63% 50% 0% 0% - -
W T Winters - - - - - - 0% 45% 76%

Vesting of LTIP awards as a percentage of maximum

P A Sands 81% 90% 90% 77% 33% 10% 0% 0% -
W T Winters - - - - - - — — -

1 Bill Winters’ single figure of total remuneration in 2015 includes his buy-out award of £6.5 million to compensate for the forfeiture of share interests on joining from his previous
employment
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DIRECTORS’ REPORT report

2018 policy implementation for directors

The Committee reviews the salaries of the executive directors on an annual basis, taking into account increases made across the Group,
changes to the scope or responsibility of the role, the individual’s development in the role, and alignment to market-competitive levels.

For 2018, the Committee determined that there should be no changes to the fixed remuneration of Bill Winters. The Committee determined
that a salary increase from £850,000 to £890,000 with effect from 1 April 2018 (an increase of just under 5 per cent) for Andy Halford was
appropriate. No change was made to his FPA, pension or benefit entitlernent. In aggregate, his fixed remuneration increased by 3 per cent
as a result of this change. In making the decision, the Committee noted that Andy Halford’s fixed remuneration was below that of some of
his global peers, that he had not received a salary increase since his appointment in June 2014 and his development in role since that time.
The Committee also took into account the average salary increase made to the broader employee population since 2014 which was, on
average, 4 per cent each year.

2018 annual incentive scorecard

The measures in the scorecard have been determined to align with the Group’s strategy. The targets are set annually by the Committee and
take into account the Group’s annual financial plan and its priorities for the next few years within the context of the economic environment.
The Committee considers such targets to be commercially sensitive and that it would be detrimental to the interests of the Group to disclose
them before the end of the financial year. Targets will be disclosed in the 2018 Annual Report and Accounts alongside the actual level of
performance achieved. The Committee will review the scorecard annually and may vary the measures, weightings and targets each year.

Financial measures make up 50 per cent of the annual incentive scorecard. Some of the strategic measures are also financial in nature, and all
strategic measures are monitored by the Committee using a quantitative and qualitative framework.

STEP 1: Conduct gateway requirement to be met in order to be eligible for any annual incentive

Appropriate level of individual values and conduct exhibited during the course of the year

STEP 2: Measurement of performance against financial and other strategic measures

Financial measures Weighting Target

Total income' 10% = Target to be disclosed to shareholders retrospectively
Operating profit! 10% - Target to be disclosed to shareholders retrospectively
RoE? plus CET1® underpin of the higher of 12% 20% - Target to be disclosed to shareholders retrospectively
or the minimum regulatory requirement

Funding optimisation* 10% - Target to be disclosed to shareholders retrospectively
Other strategic measures Weighting Target®

Strengthen foundations in risk and control 10% - Improve credit quality

= Maintain effective and sustainable AML and sanctions controls
- Successfully deliver cyber risk management plan milestones

Focus on clients and growth, and drive cross- 10% = Improve client satisfaction rating
bank collaboration > Deliver client growth in target segments
2 Increase segmental collaboration

Improve efficiency, productivity and service quality  10% = Achieve gross cost savings and cost-to-income ratio targets
= Improve productivity
= Improve client on-boarding turnaround time

Embed innovation, digitisation and analytics 10% > Deliver growth in digital volumes
= Drive innovation through new products, solutions and services to clients

Invest in people, strengthen culture and conduct 10% = Improve management diversity
= Improve scores against employee engagement and culture of inclusion metrics

STEP 3: Assessment of personal performance

The Committee reviews the individual performance of each executive director in their areas of personal responsibility. Consistent with the Group’s
treatment of all employees, the Committee can make a positive adjustment to the annual incentive if the executive director’s performance is considered
strong and is not fully reflected in the scorecard outcome (and vice versa), if appropriate. The Committee will generally consider personal performance
adjustments in the range of up to +/- 10 percentage points on the scorecard outcome.

Income, costs and impairment and resulting operating profit relating to identifiable business units, products or portfolios from the date that have been approved for restructuring,
disposal, wind down or redundancy as a consequence of the Strategy Review announced 3 November 2015 are presented as restructuring and excluded from the underlying results
of the Group. This includes realised and unrealised gains and losses from management’s decisions to dispose of assets as well as residual income, direct costs and impairment of
related legacy assets of those identifiable business units, products or portfolios

N

RoE will be based on profit attributed to ordinary shareholders, adjusted, on a tax-effected basis, for profits or losses of a capital nature, restructuring charges, amounts consequent to
investment transactions driven by strategic intent and infrequent/exceptional transactions that are significant or material in the context of the Group’s normal business earnings for the
period. RoE would normally exclude regulatory fines but, for remuneration purposes, this would be subject to review by the Committee

w

The CET1 underpin will be dynamically set at the higher of 12% and the minimum regulatory level as at 31 December 2018 (taking into account any transition rules or material changes
in regulatory rules). In addition, the Committee has the discretion to take into account at the end of the performance period any changes in regulatory capital and risk-weighted asset
requirements that might have been announced and implemented after the start of the performance period

N

Initiative that targets an efficient level and mix of funding (liabilities) to support the Group’s growth aspirations. Measured in basis points reduction in funding costs relative to a
normalised benchmark, which excludes the impact of interest rate movement, but requires a minimum level of growth in quality funding

(&)}

Aligned to internal scorecards measuring in-year progress on multi-year initiatives

Standard Chartered
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Group-wide remuneration in 2017

Determining 2017 discretionary incentives
In determining 2017 incentives, the Committee considered:

> 2017 performance measured using the balanced scorecard,
ensuring that risk-taking did not exceed the Group’s risk appetite

> That the historical remuneration levels of the Group have
generally been below competitive levels in the markets in which
it operates and that this position deteriorated further over the
period from 2012-2014. This has in part resulted in a high level
of voluntary attrition

> The need to reposition remuneration in the Group to contribute to
improving shareholder returns, whilst enabling the Group to pay
good performers competitively

> The Group’s capital position and the risk, control and conduct
environment and specific risk, control and conduct events

In determining the Group’s total incentives, the Committee has used
its judgement to establish the right balance between the performance
of the Group and its ability to attract and retain talent that will drive

the Group’s strategy. In 2017, the Committee took into account
Group, business and regional scorecards which were aligned to the
Group’s strategy, a range of risk-adjusted metrics and advice from
both the Group Chief Financial Officer and Group Chief Risk Officer
on performance.

Allocation of the Group’s earnings between stakeholders

The Committee determined that total discretionary incentives in 2017
should be $1,146 million. This represents an increase of 10 per cent
on 2016. The Committee concluded that any lower amount would
present a material risk to the ability of the Group to make appropriate
and competitive awards. $183 million will be deferred in cash and
shares and delivered over the next seven years as shown in the
income statement charge table on page 98. The total incentives

of the Group are 5 per cent lower than in 2013.

The total incentives figure for 2017 includes i) the 2018-20 LTIP
awards, the value of which will be determined by Group performance
over the period 2018 to 2020 and ii) incentive awards made to
individuals who left the Group during 2017 as part of restructuring,
who were in service for at least nine months of the year.

Incentives trend 2013 to 2017

1H0d34 (SH01234Id

2017 $1,146m
2016 $1,039m
$993m

$1,098m

2015
2014

2013 $1,208m

When considering Group variable remuneration, the Committee considers shareholders’ concerns about relative expenditure on pay and
makes the determination on the allocation of earnings to expenditure on remuneration carefully. The Committee concluded that the Group
has approached this allocation in a disciplined way over the past five years. The table below shows the distribution of earnings between
stakeholders. The amount of corporate tax, including the bank levy, is included in the table because it is a significant payment and illustrates

the Group’s contribution through the tax system.

Actual
2017 2016 2015
$million $million $million
Staff costs' 6,758 6,303 7119
Corporate taxation including levy 1,367 983 1,113
Paid to shareholders in dividends 0 0 1,778

Allocation
2014 2013 2017 2016 2015 2014 2013
$million $milion % % % % %
6,788 6,570 83 87 7 63 61
1,896 2,099 17 13 il 18 20
2,095 2,062 0 0 18 19 19

1 Staff costs include redundancy and other restructuring expenses. See note 7 (page 217) for more detail

The relationship between the remuneration of the Group Chief Executive and all employees

The table below shows the percentage change in remuneration between the 2016 and 2017 performance years for the Group Chief Executive
and the wider employee population. The 238 per cent increase in the Group Chief Executive’s annual incentive was due to the change in
maximum annual incentive opportunity (80 per cent of fixed remuneration in 2017, compared to 40 per cent in 2016) and improved performance.
The LTIP opportunity was reduced from 160 per cent of fixed remuneration in 2016 to 120 per cent in 2017. In total the Committee awarded
incentives of 181 per cent of fixed remuneration to the Group Chief Executive for 2017, compared to 178 per cent for 2016.

Remuneration element
Salaries
Taxable benefits?

Annual incentive

CEO % change All employees' % change
0% 7%

82% 4%

238% 10%

1 Forthe ‘allemployees’ group, the salary comparison is based on the global employee population. The taxable benefits comparison is based on UK employees as it was deemed the
most appropriate comparison for the Group Chief Executive given the varied requirements in the provision and tax treatment of benefits across different jurisdictions. The annual
incentive data is based on the global employee population who are eligible to receive discretionary annual incentives

2 The material increase in Bill Winters’ benefits year-on-year is due to the inclusion of the full year benefit of the car and driver and his 2015/16 tax return preparation fees in the 2017

figure. Further details are on page 90

The regulations for calculating the ratio between the Chief Executive and average employee remuneration are yet to be finalised. Using a
provisional definition of the median average of UK employee remuneration and the Group Chief Executive single figure of total remuneration,
the 2017 ratio is approximately 47:1. There is no LTIP award vesting to the Group Chief Executive. In a year with a vesting LTIP, the ratio would
be higher. The final methodology for calculating the CEO pay ratio is expected to be confirmed by the UK Government in 2018. The CEO pay
ratio disclosure will be restated in line with the final requirements in next year’s Directors’ remuneration report.
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Remuneration approach for all employees

Employees typically receive salary, pension and other benefits and are eligible to be considered for variable remuneration (determined based on
both business and individual performance).

Further information on the remuneration approach for different employees is provided in the table below. There may be some country variations
based on statutory requirements and market practice.

Element

Salary

Fixed pay allowance

(FPA)

Pension

and benefits

Operation

> Salaries reflect individuals’ skills and experience and are reviewed
annually against market information and in the context of the annual
performance assessment and affordability

2 Increases may occur where there is a role change, increased
responsibility or to ensure market competitiveness

> Paid in shares. In line with the approved remuneration policy, provided
for a market competitive level of fixed remuneration. They are capped at
one times salary and released over five years

> Benefits are provided, with the details depending on local market
practice. Employees have access to country-specific, company-funded
benefits such as pension schemes, private medical insurance,
permanent health insurance, life insurance and cash allowances.
The cost of providing the benefits is defined and controlled

> Pension and benefit levels differ globally to be competitive in different
markets, and there is no single pension level across the Group

> Employees who are relocated or spend a substantial portion of their
time in more than one jurisdiction for business purposes may be
provided with mobility benefits. If employees incur tax charges when
travelling overseas in performance of their duties, these costs may be
met by the Group

> Sharesave is an all-employee plan where participants are able to open
a savings contract to fund the exercise of an option over shares. The
option price is set at a discount of up to 20 per cent of the share price at
the date of invitation (or such other discount as may be determined by
the Committee). An equivalent cash or share plan is offered in countries
where Sharesave may not be offered (typically due to tax, regulatory or
securities law issues)

> Employees are typically eligible to be considered for variable
remuneration (determined based on Group, business and individual
performance)

> Individual incentives are linked to the Group scorecard, the individual's
business area scorecard and individual performance

> Discretionary variable remuneration is delivered in the form of an
annual incentive and/or an LTIP award depending on the category
of Group employee

> Annual incentives are delivered in the form of cash, shares and/or
deferred shares and deferred cash

> LTIP awards are delivered in shares and subject to long-term
performance measures

> The variable remuneration of employees in the Audit, Risk and
Compliance functions is set independently of the business they oversee

> Last year the Group implemented changes to the operation of
discretionary incentives. The changes have increased transparency
and the link between achievement and demonstration of expected
values and behaviour, and the level of incentives

Comparison between different groups
of employees

>
>
>

>
>
>

EN
>
>

>

>

>

Executive directors: Yes
Material risk takers: Yes
Other employees: Yes

Executive directors: Yes
Material risk takers: No
Other employees: No

Executive directors: Yes
Material risk takers: Yes
Other employees: Yes

Executive directors: Yes,
annual incentive (cash and
shares) and LTIP award
Material risk takers: Yes,
annual incentives (paid in cash
up to certain limits and the
balance is deferred in shares
and/or cash for between three
and seven years) and/or LTIP
award. At least 50 per cent

of discretionary variable
remuneration is delivered in
shares. Material risk takers are
subject to the 2:1 maximum ratio
of variable to fixed remuneration.
Other employees: Yes, most
employees are considered for
an annual incentive (paid in cash
up to certain limits and the
balance is deferred over three
years in shares and/or cash)
and/or LTIP award

When determining levels of variable remuneration, the Group considers the overall level of performance and risk events in the year. The
proportion of variable to fixed remuneration is carefully monitored to ensure compliance with regulatory requirements. All incentives are subject
to the Group’s ex-post risk adjustment of remuneration policy. This provides the Group with the ability to reduce or revoke variable remuneration
in respect of a risk, control or conduct issue, event or behaviour.

Given senior management incentives are deferred for up to seven years, the Group does not believe that the incentive structures inadvertently
motivate irresponsible or short-term behaviour. For more detail on the Group’s approach to risk-adjustment see page 100.

Standard Chartered
Annual Report 2017



Additional remuneration disclosures

(]
e
=
)
@
<
o
=
@
°
o
-

Remuneration arrangements for the Chairman and independent non-executive directors (iNEDs)

Single figure of remuneration for the Chairman and iNEDs (audited)

José Vinals was appointed as the Chairman on 1 December 2016. His annual fee is £1,250,000, and he receives benefits including access to a
car and driver, private healthcare and life assurance. In 2016 he received assistance in relocating to the UK in order to take up his appointment.

The Chairman and iINEDs were paid in 12 equal monthly instalments during the year. UK-based iNEDs have the opportunity to use up to
100 per cent of their monthly post-tax base fees to acquire shares in the Group (Monthly Share Purchase Scheme).

The table below shows the fees and benefits received by the Chairman and iNEDs in 2017 and 2016. g

Shares E-";

beneficially 3

held as at P

31 December @

Fees £000 Benefits £000 Total £000 201787 ﬁ

2017 2016 2017 2016 2017 2016 3

Chairman 3
J Vifals' 1,250 313 36 83 1,286 396 8,500

Current iNEDs

N Kheraj? 390 321 3 4 393 325 2,571

O P Bhatt 160 133 51 62 211 195 2,000 by

Dr L Cheung 130 130 11 25 141 155 2,571 §

D P Conner® 265 248 2 6 267 254 10,000 7

Dr B E Grote 160 160 - - 160 160 44,541 ‘é’

Dr Han Seung-soo, KBE 130 130 83 100 213 230 3,474 g

C M Hodgson 265 265 2 2 267 267 2,571 8

G Huey Evans, OBE 190 168 1 2 191 170 2,571 %

Dr N Okonjo-lweala* 22 - - - 22 - 2,000 =
J M Whitbread 228 218 2 1 230 219 2,571

Former iNEDs

Dr K M Campbell® 74 130 7 6 81 136 -

1 José Vifals joined the Board on 3 October 2016
2 Naguib Kheraj was appointed Deputy Chairman on 1 December 2016

3 David Conner was appointed a member of the Combined United States Operations Risk Committee (US Risk Committee) effective 1 July 2016. The US Risk Committee is a
Committee of the Court of Standard Chartered Bank, for which an annual fee of £20,000 is payable per annum

SjusLWale]S [BIOUBUIS

4 Dr Ngozi Okonjo-lweala joined the Board on 1 November 2017
5 Dr Kurt Campbell stepped down from the Board on 26 July 2017

6 TheiNEDs are required to hold shares with a nominal value of $1,000. All of the directors, other than Dr Kurt Campbell, have met this requirement. Shareholders approved a resolution
to disapply the shareholding qualification in relation to Dr Kurt Campbell at the Company’s AGM in May 2014. This was in connection with the terms of the then proposed appointment
of Dr Kurt Campbell’s wife to the Board of Governors of the United States Federal Reserve System

7 The beneficial interests of directors and connected persons in the ordinary shares of the Company are set out above. The directors do not have any non-beneficial interests in the
Company’s shares. None of the directors used ordinary shares as collateral for any loans. No director had either i) an interest in the Company’s preference shares or loan stocks of
any subsidiary or associated undertaking of the Group or i) any corporate interests in the Company’s ordinary shares. All figures are as at 31 December 2017 or on the retirement of
adirector unless otherwise stated

Additional information to explain the single total figure table for the Chairman and iNEDs

Benefits primarily consist of travel and subsistence costs in relation to Board and Committee meetings and other Board-related events which are
taxable in the UK. Partners may also accompany the directors to meetings. These costs (@and any associated tax costs) are paid by the Group.
The INEDs’ 2017 benefits figures shown are in respect of the 2016/17 tax year. This provides consistency with the reporting of similar benefits in
previous years and with those received by executive directors.

uonewJoyul Arejusws|ddng

The benefits figure for the Chairman includes relocation benefits and the reimbursement of costs in order to take up his appointment. These
were similar to those offered to employees who join from another country. The benefits figure includes the value of the tax borne by the Group
on the provision of relocation benefits.

Some of the INEDs’ 2016 benefits (in respect of the 2015/16 tax year) have been restated to reflect actual benefits received. For the Chairman
this figure has been restated to reflect the realisation of an estimate of the tax due. This has reduced the figure by £3,000. For Om Bhatt and Dr
Han, the figure reported in 2016 has been restated to include the cost of their partners’ flights during the 2015/16 tax year, and the value of tax
on these benefits, which were not included in the 2016 figures reported. This has increased the values by £40,000 and £28,000 respectively.

Independent non-executive directors’ letters of appointment in 2018

The INEDs have letters of appointment, which are available for inspection at the Group’s registered office. Details of the INEDs’ appointments
are set out on pages 47 to 49. INEDs are appointed for a period of one year, unless terminated earlier by either party with three months’ notice.
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Fees (audited)

The iINED fees were last increased in 2013 and were set based on the duties, time commitment and contribution expected and alignment
to fees paid to the INEDs in banks and other companies of a similar scale and complexity. The iINED fees are reviewed on a regular basis.
The current fee structure is as follows:

As at As at
1 January 2018 1 January 2017
£000 £000
Board member 100 100
Additional responsibilities
Deputy Chairman 75 75
Senior Independent Director 40 40
Chair
— Audit Committee 70 70
— Board Risk Committee 70 70
Chair
— Board Financial Crime Risk Committee 60 60
—Brand, Values and Conduct Committee 60 60
—Remuneration Committee 60 60
Membership
— Audit Committee 30 30
— Board Financial Crime Risk Committee 30 30
— Board Risk Committee 30 30
—Brand, Values and Conduct Committee 30 30
—Remuneration Committee 30 30
— Governance and Nomination Committee 15 15

Service contracts for executive directors

Copies of the executive directors’ service contracts are available for inspection at the Group’s registered office. These contracts have rolling
12-month notice periods and the dates of the executive directors’ service contracts are shown below. Executive directors are permitted

to hold non-executive directorship positions in other organisations (but no more than one position with a FTSE 100 company). Where such
appointments are agreed with the Board, the executive directors may retain any fees payable for their services. Both executive directors served
as non-executive directors elsewhere and received fees for the period covered by this report.

Date of Standard Chartered Details of any non-executive Fees retained for any non-executive
employment contract’ directorship directorship (local currency)

W T Winters 8 April 2016 Novartis International AG CHF 330,000

A N Halford 10 February 2016 Marks and Spencer Group plc £85,000

1 Date the latest employment contract was entered into, not date of taking up employment with the Group

Executive directors’ shareholdings and share interests including share awards (audited)

Executive directors are required to hold a certain number of shares, to be built up over a reasonable timeframe from the date of appointment
as an executive director (or, if later, from the date of any change to the terms of the shareholding requirement). Shares that count towards the
requirement are beneficially owned shares including any vested share awards subject only to a retention period. The shareholding requirement
is currently expressed as a number of shares and is set as 250,000 shares for the Group Chief Executive and 150,000 shares for the Group
Chief Financial Officer. Both Bill Winters and Andy Halford have met their shareholding requirement as outlined below.

In addition to the shareholding requirement, executive directors hold a considerable number of shares as part of the fixed pay allowance (FPA)
shares which are held and released over five years. Unreleased FPA shares are not counted for the purposes of the above shareholding
requirement. The levels of unreleased FPA shares as at 31 December 2017 are: Bill Winters: 226,359; and Andy Halford: 101,757.

Shareholdings’ Share awards'
Actual shareholding Unvested
Shareholding requirement Vested but share awards Unvested
Shares held as a percentage in number Alignmentto  unexercised not subjectto share awards subject to
beneficially? of salary® of shares requirement shareawards performance measures performance measures
W T Winters 698,714 474% 250,000 Met - 629,738 1,685,532
AN Halford 396,807 364% 150,000 Met - 14,548 1,016,845

Allfigures are as at 31 December 2017 unless stated otherwise. There were no changes to any executive directors’ interests in ordinary shares between 31 December 2017
and 27 February 2018. No director had either (i) an interest in Standard Chartered PLC's preference shares or loan stocks of any subsidiary or associated undertaking of the Group
or (i) any corporate interests in Standard Chartered PLC's ordinary shares

N

The beneficial interests of directors and connected persons in the ordinary shares of the Company are set out above. The executive directors do not have any non-beneficial
interests in the Company’s shares. None of the executive directors used ordinary shares as collateral for any loans

w

Shareholding as a percentage of salary is calculated using the closing share price on 29 December 2017 (£7.80)

Standard Chartered
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Scheme interests awarded, exercised and lapsed during the year (audited)

The following table shows the changes in share interests. Employees, including executive directors, are not permitted to engage in any personal hedging fé"
strategies with regards to their Standard Chartered PLC shares, including hedging against the share price of Standard Chartered PLC shares. c‘-(i:
Changes in interests during 2017 %
As at Dividends As at Performance =
1January Awarded' awarded? Exercised® Lapsed 31 December* period end date Vesting date
Restricted 314,822 - 3,304 318,126 - 0 - 22 Sep 2017
shares 314,822 - - - - 314,822 - 22Sep2018
(ouy-out)
314,916 - - - - 314,916 - 22 Sep 2019
LTIP 2016-18 496,390 - - - - 496,390 11 Mar 2019 4 May 2019
124,097 - - - - 124,097 11 Mar 2019 4 May 2020 %
124,097 - . N . 124,097 11 Mar 2019 4 May 2021 a
124,097 - - - - 124,097 11 Mar 2019 4 May 2022 §
124,100 - - - - 124,100 11 Mar 2019 4 May 2023 @
LTIP 2017-19 - 118,550 . - - 118,550 13 Mar 2020 13 Mar 2020 E
- 118,550 - - - 118,650 13 Mar 2020 13 Mar 2021 %
- 118,550 - - - 118,550 13 Mar 2020 13 Mar 2022
- 118,550 - - - 118,550 13 Mar 2020 13 Mar 2023
- 118,551 - - - 118,551 13 Mar 2020 13 Mar 2024
LTIP 2014-16 135,054 . . - 135,054 - 31 Dec 2016 18 Jun 2017 cﬁ
LTIP 2015-17 28,529 - - - - 28,529 31 Dec 2017 19 Mar 2020 ‘2
LTIP 2016-18 296,417 - - - - 296,417 11 Mar 2019 4 May 2019 %
=
74104 - - - - 74104 11 Mar 2019 4 May 2020 CQ-)
74,104 - - - - 74,104 11 Mar 2019 4 May 2021 §
74,104 - - - - 74104  11Mar2019 4 May 2022 )
74,105 - - - - 74,105 11 Mar 2019 4 May 2023 ‘E
LTIP 2017-19 - 73,390 - - - 73,390 13 Mar 2020 13 Mar 2020
- 73,390 - - - 73,390 13 Mar 2020 13 Mar 2021
- 73,390 - - - 73,390 13 Mar 2020 13 Mar 2022 -
- 73,390 - - - 73,390 13 Mar 2020 13 Mar 2023 §
- 73,394 - - - 73,394 13 Mar 2020 13 Mar 2024 g
Deferred 12,932 - 136 13,068 - - —  19Mar2017 8
shares 2014 12,936 - - - - 12,936 - 19Mar2018 3
Underpin 14,264 - - - - 14,264 31 Dec 2017 19 Mar 2018 @
shares 2015-17 14,264 - - - - 14264  31Dec2017 19 Mar2020
Sharesave 1,612 - - - - 1,612 - -

-

For the LTIP 2017-19 awards granted to Bill Winters and Andy Halford on 13 March 2017, the share price at grant was £7.45 and the face values were as follows: Bill Winters:
£4.4 million; Andy Halford: £2.7 million. Performance measures apply to LTIP 2017-19. The share price at grant was calculated as the higher of the five-day average closing price
and the closing price on the day before the grant date

2 Dividend equivalent shares are awarded on vesting

w

On 22 September 2017, Bill Winters exercised buy-out awards over a total of 318,126 shares. The share price on the date of exercise was £7.25 and the gain on exercise was
£2,305,781. On 20 March 2017, Andy Halford exercised deferred share awards over a total of 13,068 shares. The share price on the date of exercise was £7.27, and the gain on
exercise was £95,024

IN

There were no changes to any executive director’s scheme interests in ordinary shares between 31 December 2017 and 27 February 2018

Shareholder dilution

Allawards vesting under the Group’s share plans are satisfied by the transfer of existing shares or, where appropriate, the issuance of new
shares. The Group’s share plans contain monitored limits that govern both the aggregate amount of awards that may be granted and the
amount of shares that may be issued to satisfy any subsequent exercise of awards. These limits are in line with those stated in the Investment
Association’s Principles of Remuneration and the terms of our listing on The Stock Exchange of Hong Kong Limited.

uolrew.ojul Areyuswa|ddng

The Group has two employee benefit trusts that are administered by an independent trustee which hold ordinary shares to meet various
obligations under the Group’s share plans. As each executive director is within the class of beneficiary of these trusts, they are deemed,
for the purposes of the Companies Act 2006, to have an interest in the trusts’ shares.

Details of the trusts’ shareholdings are set out in note 28 to the
financial statements on page 264
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Historical long-term incentive plan awards

The current position on vesting for all unvested LTIP awards outstanding from 2016 and 2017 based on current performance and share price
as at 31 December 2017 is set out in the tables below.

Current position on the 2016-18 LTIP award: projected partial vesting
. ______________________________________________________________________________________________________________________________________________|

Performance for Performance for
minimum vesting maximum vesting 2016-18 LTIP current
Measure Weighting (25%) (100%) assessment
RoE'" in 2018 plus CET1 underpin One-third 7% 10% RoE currently below
threshold
Relative TSR performance One-third Median Upper quartile 0% vesting based on
against comparator group TSR performance as at
31 December 2017
Strategic measures One-third Targets set for strategic measures Currently tracking for
linked to the business strategy ‘on target’ performance

Current position on the 2017-19 LTIP award: projected partial vesting
. ______________________________________________________________________________________________________________________________________________|

Performance for Performance for
minimum vesting maximum vesting 2017-19 LTIP current
Measure Weighting (25%) (100%) assessment
RoE'" in 2019 plus CET1 underpin One-third 5% 8% RoE currently below
threshold
Relative TSR performance One-third Median Upper quartile 0% vesting based on
against comparator group TSR performance as at
31 December 2017
Strategic measures One-third Targets set for strategic measures Currently tracking for
linked to the business strategy ‘on target’ performance

RoE will be based on profit attributed to ordinary shareholders, adjusted, on a tax-effected basis, for profits or losses of a capital nature, amounts consequent to investment
transactions driven by strategic intent and infrequent/exceptional transactions that are significant or material in the context of the Group’s normal business earnings for the period.
This includes material one-off changes to valuation methodologies to align with market practice and restructuring charges. RoE would normally exclude regulatory fines but, for
remuneration purposes, this would be subject to review by the Committee

The comparator group for the TSR measure in the 2016-18 and 2017-19 awards is set out below:

ANZ Bank of East Asia DBS Group ICICI Société Générale United Overseas Bank
Banco Santander Barclays Deutsche Bank JPMorgan Chase Standard Bank

Bank of America Citigroup HSBC KB Financial Group State Bank of India

Bank of China Credit Suisse ICBC Oversea Chinese UBS

Banking Corporation

Income statement charge for discretionary incentives

2017 2016

$million $milion

Total discretionary incentives 1,146 1,039

Less: deferred discretionary incentives that will be charged in future years (134) (122)

Plus: current year charge for deferred discretionary incentives from prior years 96 33

Income statement charge for variable remuneration 1,108 950
Actual Expected

2019

Year in which income statement 2016 2017 2018 and beyond

is expected to reflect deferred discretionary incentives $million $million $million $million

Discretionary incentives deferred from 2015 and earlier 33 47 29 7

Discretionary incentives deferred from 2016 46 49 28 26

Discretionary incentives deferred from 2017 0 49 65 69

Total 79 145 122 102

Standard Chartered
Annual Report 2017



Pillar 3 disclosures on material risk takers’ remuneration and disclosures on the highest-paid employees

The exchange rates used in this report
Unless an alternative exchange rate is detailed in the notes to the relevant table, the exchange rates used to convert the disclosures to US dollars
are set out in the table below.

2017 2016
EUR 0.8455 0.9040
GBP 0.7796 0.7409
HKD 7.7915 77627

Identification of material risk takers

The table below summarises the groups of employees who have been identified in accordance with regulatory requirements as material risk
takers for remuneration purposes. Individuals have been identified as material risk takers in alignment with the qualitative and quantitative criteria
set out in the European Banking Authority’s Regulatory Technical Standard (EU 604/2014) that came into force in June 2014.

Quantitative criteria

The quantitative criteria identifies employees who:
> Have been awarded total remuneration of EUR500,000 or more in the previous financial year

> Are within the 0.3 per cent of the number of staff on a global basis who have been awarded the highest total remuneration in the preceding
financial year

> Were awarded total remuneration in the preceding financial year that was equal to or greater than the lowest total remuneration awarded
that year to certain specified groups of employees

> Employees identified by only the quantitative criteria can be excluded from the list of material risk takers if they do not have the ability to have
a material impact on the Group’s risk profile

Qualitative criteria
The qualitative criteria broadly identifies the following employees:
> Group directors (both executive and non-executive)
> A member of senior management, which is defined as one or more of the following:
- A Senior Manager under the Pudential Regulation Authority (PRA)/Financial Conduct Authority (FCA) Senior Manager Regime
- A member of the Group’s Management Team
- All senior management (top two levels beneath Group director level)
- Senior employees within the audit, compliance, legal and risk functions
- Senior employees within material business units
- Employees who are members of certain committees

- Employees who are able to initiate or approve credit risk exposures above a certain threshold and sign off on trading book transactions
at or above a specific value at risk limit

For the purpose of the following tables, unless otherwise stated, Senior Management is defined as Group directors (both executive and
non-executive), Senior Managers under the PRA/FCA Senior Manager Regime and members of the Group’s Management Team.

Material risk takers’ remuneration delivery
Remuneration for material risk takers was delivered in 2017 through a combination of salary, pension, benefits and variable remuneration.

Variable remuneration for material risk takers is structured in line with the PRA and FCA's remuneration rules. For the 2017 performance year,
the following will apply to variable remuneration awarded to material risk takers in accordance with the regulations:

> At least 40 per cent of a material risk taker’s variable remuneration will be deferred over a minimum period of three years depending on the
category of material risk taker

> Non-deferred variable remuneration will be delivered 50 per cent in shares, subject to a minimum 12-month retention period, and 50 per cent
in cash

> At least 50 per cent of deferred variable remuneration will be delivered entirely in shares, subject to a minimum 12-month retention period
(with the exception of deferred shares awarded to Risk Managers, which are subject to a six-month minimum retention period) in line with
the regulations

> For some material risk takers, part of their 2017 variable remuneration may be in share awards which vest after a minimum of three years,
subject to the satisfaction of performance measures

> Variable remuneration awards are subject to the Group’s ex-post risk adjustment of remuneration policy. This provides the Group with the
ability to reduce or revoke variable remuneration in respect of a risk, control or conduct issue, event or behaviour
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DIRECTORS’ REPORT disclosures

Material risk takers’ deferred variable remuneration delivery

Year 0 (grant) Year 1 Year 2 Year 3 Year 4
March 2018 March 2019 March 2020 March 2021 March 2022

Senior
Managers (under
the PRA/FCA
regime)

Risk

Year 5

March 2023

Managers Minimum of 40% of 2017 variable remuneration

Other

Material Risk Minimum of 40% of 2017 variable remuneration
Takers

Approach to risk adjustment

Year 6

March 2024

Year7

March 2025

Minimum of 40% of 2017 variable remuneration

At an individual level, variable remuneration is aligned with the long-term interests of the business and the timeframe over which financial risks

crystallise through:

> A proportion of variable remuneration being delivered in the form of deferred awards: having an appropriate level of variable remuneration

deferred for a sufficient period of time that can have ex-post risk adjustment applied

> Performance adjustment: potential diminution in the value of any deferred variable remuneration award through non-vesting due to

performance measures and share price movement until vesting

The operation of in-year adjustments, malus and/or clawback is summarised in the following table:

Criteria includes

Individual level > Deemed to have i) caused in full or in part a material loss for the
Group as a result of reckless, negligent or wilful actions or ii)
exhibited inappropriate values and behaviours or applied a lack

of appropriate supervision

= The individual failed to meet appropriate standards of fitness

and propriety
Business unit and/or > Material restatement of the Group’s financials
Group level > Significant failure in risk management

= Discovery of endemic problems in financial reporting
> As aresult of financial losses, due to a material breach of
regulatory guidelines

- The exercise of regulatory or government action to recapitalise

the Group following material financial losses

Material risk takers’ deferred remuneration in 2017

Application

2 In-year adjustment, malus and clawback may
be applied to all or part of an award at the
Committee’s discretion

= In-year adjustment, malus and clawback may
be applied to all or part of an award at the
Committee’s discretion

. ______________________________________________________________________________________________________________________________________________|
All other material risk takers

Senior management

Total

Start of the year (1 January) 84,604
Impact of changes to material risk taker populations including leavers

during 2016 and joiners in 2017 (16,555)
Start of the year (1 January) (after adjustments) 68,049
Awarded during the year 28,873
Total amount of reduction during the year due to malus or clawback;

or performance measures not being met (6,900)
Total amount of deferred remuneration paid out in the financial year (8,713)
Close of the year (31 December) 81,309

$000

Cash
2,872

(379)
2,494
4,451

(1,219
5,726

Shares

81,732

(16,177)
65,555
24,422

(6,900)
(7,494)
75,583

Total
299,126

(56,799)
242,327
110,310

(32,047)
(50,683)
269,907

$000

Cash
39,060

4192
34,868
52,600

(1,955)
(14,522)
70,991

Shares

260,066

(52,607)
207,459
57,710

(30,092)
(36,161)
198,916

Standard Chartered
Annual Report 2017



Material risk takers’ 2017 fixed and variable remuneration

@

] s

Senior All other material &

management risk takers =)

$000 $000 &

Fixed remuneration’ a
Number of employees 31 690
Total fixed remuneration 38,083 307,586
Cash-based 35,942 307,586
Of which deferred - -
Shares or other share-linked instruments 2,141 -

Of which deferred - - =

Other forms - - z

Of which deferred - - g

Variable remuneration?® 2

Number of employees 20 619 :?

Total variable remuneration 46,865 222,708 8

Cash-based 15,302 118,843 3
Of which deferred 6,309 49,452
Shares or other share-linked instruments 31,473 103,865
Of which deferred 22,390 49,408
Other forms - -
Of which deferred - -
Total remuneration 84,948 530,294

1 Fixed remuneration includes salary, cash allowance and fixed pay allowance (FPA) and, in the case of the Chairman and iNEDs, any fees

2 For some material risk takers, part of their 2017 variable remuneration may be delivered in share awards, vesting subject to performance measures. These awards are shown on a face
value basis. As iINEDs are not eligible to receive variable remuneration they are not included in this data

3 The ratio between fixed and variable remuneration for all material risk takers in 2017 was 1:0.78
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Material risk takers’ aggregate 2017 remuneration by business
. ____________________________________________________________________________________________________________________________________________________|]

Corporate & Central

Institutional Commercial Private Retail management
Banking Banking Banking' Banking & other?

$000 $000 $000 $000 $000

2017 284,026 11,640 21,772 22,382 275,422

1 Private Banking includes Wealth Management

SjusLWale]S [BIOUBUIS

2 Central management & other includes Group executive directors, INEDS, control functions, support functions and central roles

Material risk takers’ sign-on and severance payments in 2017
. ____________________________________________________________________________________________________________________________________________________|]

Senior management All other material risk takers
Total Total
Number of amount Number of amount
employees $000 employees $000
Sign-on payments - - - -
Guaranteed incentives - - - -
Severance payments (highest award $523,520) 1 246 46 13,255
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Additional remuneration

DIRECTORS’ REPORT disclosures

Remuneration at or above EUR1 million

The table below is prepared in accordance with Article 450 of the Capital Requirements Regulation.

Remuneration band Number of
EUR employees
1,000,000 - 1,500,000 90
1,500,001 — 2,000,000 20
2,000,001 - 2,500,000 9
2,500,001 - 3,000,000 6
3,000,001 - 3,500,000 6
3,500,001 - 4,000,000 4
5,000,001 - 5,500,000 1
5,500,001 - 6,000,000 1
7,500,001 - 8,000,000 1
9,000,001 —9,500,000 1
Total 139

Remuneration of the five highest-paid individuals and the remuneration of senior management

In line with the requirements of the Stock Exchange of Hong Kong Limited, the following table sets out, on an aggregate basis, the annual
remuneration of i) the five highest-paid employees; and i) senior management for the year ended 31 December 2017.

Five highest Senior

paid’ management?

Components of remuneration $000 $000
Salary, fixed pay allowances and benefits in kind 11,468 22,629
Pension contributions 2,070 4,248
Variable remuneration awards paid or receivable® 21,312 39,580
Payments made on appointment 7,896 -
Remuneration for loss of office (contractual or other) - 246
Other - -
Total 42,746 66,703
Total HK dollar equivalent 333,055 519,716

1 For 2017, the five highest-paid individuals include Bill Winters and Andy Halford

2 Senior management comprises the executive directors and the members of the Group Management Team at any point during 2017

3 Variable remuneration paid or receivable excludes any performance awards or commissions linked to profits generated by the individual collectively or with others engaged in similar
activities. No such performance awards or commissions were awarded in 2017. It includes the deferred element of any variable remuneration and LTIP awards. Any buy-out award

made on joining is included in payments made on appointment

The table below shows the emoluments of i) the five highest-paid employees; and i) senior management for the year ended 31 December 2017.

Number of employees

Remuneration band Remuneration band Five highest Senior
HKD USD equivalent paid management’
15,500,001 - 16,000,000 1,989,347 - 2,053,520 - 1
20,500,001 —21,000,000 2,631,072 - 2,695,245 - 1
21,500,001 - 22,000,000 2,759,417 — 2,823,590 - 2
25,500,001 - 26,000,000 3,272,797 - 3,336,970 - 1
27,500,001 — 28,000,000 3,629,487 — 3,593,660 - 1
28,000,001 - 28,500,000 3,693,661 - 3,657,832 - 1
29,500,001 - 30,000,000 3,786,177 — 3,850,350 - 1
30,000,001 - 30,500,000 3,850,351 — 3,914,522 - 1
32,500,001 - 33,000,000 4,171,212 - 4,235,385 - 1
33,000,001 - 33,500,000 4,235,386 - 4,299,557 - 1
33,500,001 — 34,000,000 4,299,557 — 4,363,730 - 1
49,000,001 - 49,500,000 6,288,905 - 6,353,077 1 1
63,000,001 - 63,500,000 8,085,735 - 8,149,907 1 -
70,000,001 - 70,500,000 8,984,150 — 9,048,322 1 1
70,500,001 - 71,000,000 9,048,323 - 9,112,494 1 -
79,500,001 - 80,000,000 10,203,427 - 10,267,599 1 1
Total 5 15

1 Senior management comprises the executive directors and the members of the Group Management Team at any point during 2017

Standard Chartered
Annual Report 2017



Directors’ remuneration policy
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Standard Chartered’s forward-looking remuneration policy for executive directors and INEDs was approved at the AGM held on 4 May 2016
and applies for three years from that date. The full policy can be found on pages 105 to 114 of the 2015 Annual Report. This section sets out
an abridged version of the executive directors’ remuneration policy and is provided for information only.

More information is available at
sc.com/annualreport2015

Remuneration policy for executive directors

Fixed remuneration

Element and purpose in supporting
the Group’s strategic objectives

Additional detail including maximum

Operation value and performance measures

> Reviewed annually with increases generally > Increases may be made at the Committee’s

Salary

Support the recruitment
and retention of executive
directors, recognising the
size and scope of the role
and the individual’s skills
and experience

Set at a level, together with
other fixed remuneration,
that enables the Group to
operate fully flexible variable
remuneration

Fixed pay
allowances (FPA)

Provide a market competitive
level of fixed remuneration
appropriate for the role

and the individual’s skills

and experience

Pension

The pension arrangements
comprise part of a
competitive remuneration
package and facilitate
long-term retirement
savings for directors

applying from April discretion to take account of circumstances

> When determining salary levels, consideration such as:

— Increase in scope or responsibility

— Increase to reflect the individual’s development
inrole (e.g. for a new appointment where salary
may be increased over time rather than set
directly at the level of the previous incumbent
or market level)

— Alignment to market-competitive levels

— Consideration to increases given in the context
of salary increases across the Group

= There are no performance measures

is given to the following:

The size and scope of the role

The individual’s skills and experience

Pay at international banks of a similar size

and international scope

— Pay within large UK-listed companies
(including the major UK-listed banks)

> May be withdrawn or amended on a change inrole > FPAs will be set at an appropriate level
or termination of employment and having regard to for the role, subject to a maximum of one
relevant remuneration regulations times salary
> Enable the Group to deliver total fixed remuneration
which is competitive and appropriate for the role,
and which enables a competitive total remuneration
when added to other elements of fixed
remuneration and variable remuneration
> Are not pensionable and do not count towards
other benefits which are calculated by reference
to salary
> Wil be paid in shares on an annual basis (or any
other frequency that the Committee considers to
be appropriate) and the shares will be subject to
a holding period set by the Committee, currently
five years with 20 per cent released annually
- Dividends are paid on the shares during the
holding period
2> Normally paid as a cash allowance or contribution > An annual pension allowance or contributions of
to a defined contribution scheme up to 40 per cent of salary is payable
= Pension contributions may also be made inlieu of > The Committee will continue to review the level
any waived salary (and the cash amount of any of pension allowance used for the recruitment
annual incentive) of future executive directors
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DIRECTORS’ REPORT

policy

Fixed remuneration continued

Element and purpose in supporting

the Group’s strategic objectives

Benefits

Provide a competitive
benefits package that is
consistent with Group
values and supports
executives to carry out
their duties effectively

Variable remuneration

Element and purpose in supporting

the Group’s strategic objectives

Annual incentive

Performance-based
remuneration linked to
measurable performance
criteria

Ensures a market-competitive
remuneration package

Links total remuneration to
achievement of the Group’s
strategy in the short-term

Standard Chartered
Annual Report 2017

Operation

> Arange of benefits may be provided, including
standard benefits such as holiday and sick pay,
and may also include the provision of a benefits
cash allowance, a car and driver (or other
car-related service), private medical insurance,
permanent health insurance, life insurance,
financial advice and tax preparation and tax
return assistance

- Additional benefits may also be provided where
an executive director is relocated or spends a
substantial portion of their time in more than one
jurisdiction for business purposes. Benefits may
include, but are not limited to, relocation, shipping
and storage, housing allowance, education fees
and tax and social security costs

> Other benefits may be offered if considered
appropriate and reasonable by the Committee

> Executive directors are reimbursed for expenses,

such as travel and subsistence, and any associated

tax incurred in the performance of their duties. In
addition, if executive directors incur tax charges
when travelling overseas in performance of their
duties, these costs will be met by the Group

> Executive directors may from time to time be
accompanied by their spouse or partner to
meetings/events. The costs (@nd any associated
tax) will be met by the Group

Operation

= Annual incentive awards are determined annually
based on Group and individual performance

= Annual incentives are delivered as a combination of
cash, shares subject to holding requirements and
deferred shares (for example, to meet requirements
under relevant remuneration regulations)

> Deferral proportions and vesting profiles will

be structured so that, in combination with any

LTIP award:

— The proportion of variable remuneration that is
deferred is no less than required by the relevant
remuneration regulations (currently 60 per cent)

— The deferred remuneration vests no faster than
permitted under the relevant remuneration
regulations (pro rata over years three to seven
after award from 1 January 2016)

= Dividend or dividend equivalents accrue on
deferred annual incentive awards and are paid

on vesting, subject to the extent permitted by

the relevant remuneration regulations

> The Committee can, in specified circumstances,
apply malus or clawback to all or part of any
annual incentive awards. Details on how malus
and clawback operate currently are provided on

page 100

> Deferred annual incentive awards will be granted
as conditional share awards or nil-cost options

> The Committee may apply discretion to adjust the
vesting of deferred annual incentive awards and/or
the number of shares underlying a deferred annual
incentive award on the occurrence of corporate
events and other reorganisation events

Additional detail including maximum
value and performance measures

= The maximum opportunity for benefits depends
on the type of benefit and the cost of providing it,
which may vary according to the market, individual
circumstances and other factors

> Set at a level which the Committee considers a
sufficient level of benefit based on the role and
individual circumstances

Additional detail including maximum

value and performance measures

= The maximum value of an annual incentive award
granted to any executive director cannot exceed
80 per cent of that executive director’s fixed
remuneration. For this purpose, annual incentive
awards may be valued in line with the relevant
remuneration regulations

- Annual incentive awards can be any amount from
zero to the maximum

- The determination of an executive director’'s annual
incentive is made by the Committee based on an
assessment of a balanced scorecard containing
a mix of financial measures and other long-term
strategic measures. Financial measures will
comprise at least 50 per cent of the scorecard.
The measures, individual weightings and targets
will be set annually by the Committee

> The targets, together with an assessment of
performance against those targets, will be
disclosed retrospectively

- Discretion may be exercised by the Committee to
ensure that the annual incentive outcome is a fair
and accurate reflection of business and individual
performance and any risk-related issues (but it will
not exceed the maximum opportunity)



Variable remuneration continued

Element and purpose in supporting
the Group’s strategic objectives

LTIP

Performance-based
remuneration linked to
measurable, long-term
performance criteria

Ensures a market-competitive
remuneration package

Links total remuneration to
achievement of the Group’s
long-term strategy

Other remuneration

Element and purpose in supporting
the Group’s strategic objectives

Sharesave

Provide an opportunity
to invest voluntarily in
the Group

Legacy
arrangements

Honour existing payments

Operation

>

>

>

>

LTIP awards are granted annually, with award levels
set to provide appropriate levels of long-term
incentives to executive directors, with performance
of the Group and the individual considered in
determining the award level

LTIP awards are delivered in shares and may be

subject to holding requirements (for example, to

meet the relevant remuneration regulations)

Vesting profiles will be structured so that no LTIP

award vests before the third anniversary of grant

and in combination with any annual incentive
award:

— The proportion of variable remuneration that is
deferred is no less than required by the relevant
remuneration regulations (currently 60 per cent)

— The deferred remuneration vests no faster than
permitted under the relevant remuneration
regulations (currently pro rata over years three
to seven after award)

Dividend or dividend equivalents accrue on LTIP

awards and are paid subject to the satisfaction of

any long-term performance measures, subject to
the extent permitted by the relevant remuneration
regulations

The Committee can, in specified circumstances,

apply malus or clawback to all or part of any LTIP

awards. Details on how malus and clawback

operate currently are provided on page 100

LTIP awards will be granted as conditional share

awards or nil-cost options

The Committee may apply discretion to adjust the

vesting of LTIP awards and/or the number of shares

underlying an LTIP award on the occurrence of
corporate events and other reorganisation events

Operation

>

N

Sharesave is an all-employee plan where
participants (including executive directors) are able
to open a savings contract to fund the exercise of
an option over shares

The option price is set at a discount of up to

20 per cent of the share price at the date of
invitation, or such other discount as may be
determined by the Committee

> An equivalent cash or share plan is offered in

countries where Sharesave may not be offered
(typically due to tax, regulatory or securities
law issues)

2> Any previous commitments or arrangements

entered into with current or former directors will be
honoured, including remuneration arrangements
entered into under the previously approved
directors’ remuneration policy

Additional detail including maximum
value and performance measures

- The maximum value of an LTIP award granted to
any executive director cannot, in combination with
the annual incentive opportunity in respect of any
particular year, exceed 200 per cent of that
executive director’s fixed remuneration. For this
purpose LTIP awards may be valued in line with
the relevant remuneration regulations

- The Committee will, for each year, determine the
split of the overall variable remuneration opportunity
between the LTIP award and annual incentive
opportunity at the start of the year and disclose
this split in advance. The maximum LTIP award will
form at least 120 per cent of fixed remuneration
(i.e. at least 60 per cent of the maximum variable
remuneration opportunity for any financial year),
so that the majority of the variable remuneration
opportunity is based on long-term performance

> LTIP awards can be any amount from zero to the
maximum

> LTIP awards will be subject to long-term
performance measures, measured over a period
of at least three years

2> The long-term performance measures may be a
mix of financial measures and other long-term
strategic measures. Financial measures will
comprise at least 50 per cent of the performance
measures. Weightings and targets will be set in
advance of each grant by the Committee and
disclosed prospectively and performance against
those measures will be disclosed retrospectively.
For financial measures, vesting will be on a
sliding-scale basis between threshold and
maximum with no more than 25 per cent vesting
at threshold performance

Additional detail including maximum
value and performance measures

= Savings per month of between £5 and the
maximum set by the Group (currently £250)

2 In line with existing commitments
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Chairman and independent non-executive directors’ remuneration policy
. ____________________________________________________________________________________________________________________________________________________________________________|

Fees and benefits

Element and purpose in supporting
the Group’s strategic objectives

Fees

Attract a Chairman and
independent non-executive
directors (iNEDs) who together
with the Board as a whole
have a broad range of skills
and experience to determine
Group strategy and oversee
its implementation

Benefits

Attract a Chairman and
iINEDs who together with the
Board as a whole have a
broad range of skills and
experience to determine
Group strategy and oversee
its implementation

Christine Hodgson

Operation

- Fees are paid in cash or shares. INEDs’ post-tax
fees may be used to acquire shares

= The Chairman and iNED fees are reviewed
periodically. The Board sets INED fees and the
Committee sets the Chairman’s fees. The
Chairman and iINEDs excuse themselves from
any discussion on their fees

> The Chairman is provided with benefits associated
with the role, including a car and driver and private
medical insurance, permanent health insurance
and life insurance. Any tax costs associated with
these benefits is paid by the Group

= The Chairman and iINEDs are reimbursed for
expenses, such as travel and subsistence (and
including any associated tax), incurred in the
performance of their duties

= The Chairman and INEDs may, from time to time,
be accompanied by their spouse or partner to
meetings/events. The costs (and any associated
tax) are paid by the Group

- iINEDs are paid fees for chairmanship and
membership of Board committees and for the
senior independent director role

= The Chairman and INEDs may receive tax
preparation and tax return assistance

Chair of the Remuneration Committee

27 February 2018

Standard Chartered
Annual Report 2017

Additional detail including maximum

value and performance measures

- Overall aggregate base fees paid to all INEDs will
remain within the current limit of £1.5 million as
stated in the Articles of Association

> Fees are set at a level which reflect the duties, time
commitment and contribution which are expected
from the Chairman and iINEDs

> Fees are reviewed and appropriately positioned
against those for the Chairman and iNEDs in
banks and other companies of a similar scale
and complexity

= There are no recovery provisions or performance
measures

- There are no performance measures



Other disclosures

Directors’ report

The Directors’ report for the year ended

31 December 2017 comprises pages 46 to
114 of this report (together with the sections
of the Annual Report and Accounts
incorporated by reference). Both the Strategic
report and the Directors’ report have been
drawn up and presented in accordance with
English company law, and the liabilities of the
directors in connection with that report shall
be subject to the limitations and restrictions
provided by such law. Other information to be
disclosed in the Directors’ report is given in
this section. In addition to the requirements
set out in the Disclosure Guidance and
Transparency Rules relating to the Annual
Report and Accounts, information required
by Listing Rule 9.8.4 to be included in the
Annual Report and Accounts where
applicable, is set out in the table below

and cross-referenced.

Information to be included in the
Annual Report and Accounts

(LR 9.8.4)

Relevant Listing Rule Page
LR9.84 (1) (2) (5-14) (&) (B) N/A
LR 9.8.4 (4) 96 to 97

Principal activities

Standard Chartered is a leading international
banking group, with over 150-years of history
in some of the world’s most dynamic
markets. Our purpose is driving commerce
and prosperity through our unique diversity.
The Group’s roots in trade finance and
commercial banking have been at the core
of its success throughout its history, but the
Group is now more broadly based across
Retail Banking in its footprint markets in Asia,
Africa and the Middle East. The Group
comprises a network of more than 1,026
branches and outlets in 63 markets.

Further details on our business can be found within
the Strategic report on pages 1 to 43

Fair, balanced and
understandable

On behalf of the Board, the Audit Committee
has reviewed the Annual Report and
Accounts and the process by which the
Group believes that the Annual Report and
Accounts, taken as a whole, is fair, balanced
and understandable and provides the
information necessary for shareholders to
assess the position and performance,
strategy and business model of the Group.
Following its review, the Audit Committee has
advised the Board that such a statement can
be made in the Annual Report and Accounts.

Code for Financial Reporting
Disclosure

The Group’s 2017 financial statements
have been prepared in accordance with
the principles of the UK Finance Code for
Financial Reporting Disclosure.

Disclosure of information to
auditor

As far as the directors are aware, there is no
relevant audit information of which the Group
statutory auditor, KPMG is unaware. The
directors have taken all reasonable steps to
ascertain any relevant audit information and
ensure that the Group statutory auditors are
aware of such information.

Going concern

Having made appropriate enquiries, the
Board is satisfied that the Company and the
Group as a whole have adequate resources
to continue operational businesses for a
period of at least 12 months from the date of
this report and therefore continue to adopt
the going concern basis in preparing the
financial statements.

Viability
The directors’ viability statement in respect

to the Group can be found in the Strategic
report on page 43.

Sufficiency of public float

As at the date of this report, the Company
has maintained the prescribed public float
under the rules governing the listing of
securities on The Stock Exchange of Hong
Kong Limited (the HK Listing Rules), based
on the information publicly available to the
Company and within the knowledge of the
directors.

Research and development

During the year, the Group invested

$1.47 billion (2016: $1 billion) in research and
development, primarily relating to the
planning, analysis, design, development,
testing, integration, deployment and initial
support of technology systems.

Political donations

The Group has a policy in place which
prohibits donations being made that would:
(i) improperly influence legislation or
regulation, (i) promote political views or
ideologies, and (i) fund political causes. In
alignment to this, no political donations were
made in the year ended 31 December 2017.

Directors and their interests

The membership of the Board, together with
their biographical details, are given on pages
47 to 49. Details of the directors’ beneficial
and non-beneficial interests in the ordinary
shares of the Company are shown in the
Directors’ remuneration report on pages 96
and 97. The Group operates a number of
share-based arrangements for its directors
and employees.

Details of these arrangements are included in the

Directors’ remuneration report and in note 31 to the
financial statements on page 270
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The Company has received from each of
the independent non-executive directors

an annual confirmation of independence
pursuant to Rule 3.13 of the HK Listing Rules
and still considers all of the non-executive
directors to be independent.

At no time during the year did any director
hold a material interest in any contracts of
significance with the Company or any of its
subsidiary undertakings.

In accordance with the Companies Act 2006,
we have established a robust process
requiring directors to disclose proposed
outside business interests before any are
entered into. This enables prior assessment
of any conflict or potential conflict of interest
and any impact on time commitment. On
behalf of the Board, the Governance and
Nomination Committee reviews actual or
potential conflicts of interest annually to
consider if they continue to be appropriate,
and also to revisit the terms upon which they
were provided. The Board is satisfied that
our processes in this respect continue to
operate effectively.

Subject to company law, the Articles of
Association and the authority granted to
directors in general meeting, the directors
may exercise all the powers of the Company
and may delegate authorities to committees.
The Articles of Association contain provisions
relating to the appointment, re-election and
removal of directors. Newly appointed
directors retire at the AGM following
appointment and are eligible for election.

All directors are nominated for annual
re-election by shareholders subject to
continued satisfactory performance

based upon their annual assessment.

Non-executive directors are appointed for
an initial period of one year and, subject to
re-election by shareholders at AGMs. In line
with the UK Corporate Governance Code
2016, all directors will stand for annual (re)
election at the 2018 AGM.

The Company has granted indemnities to all
of its directors on terms consistent with the
applicable statutory provisions. Qualifying
third-party indemnity provisions for the
purposes of section 234 of the Companies
Act 2006 were accordingly in force during
the course of the financial year ended

31 December 2017, and remain in force

at the date of this report.

Standard Chartered
Annual Report 2017

Significant agreements

The Company is not party to any significant
agreements that would take effect, alter or
terminate following a change of control of
the Company.

The Company does not have agreements
with any director or employee that would
provide compensation for loss of office or
employment resulting from a takeover, except
that provisions of the Company’s share
schemes and plans may cause options and
awards granted to employees under such
schemes and plans to vest on a takeover.

Future developments in the
business of the Group

An indication of likely future developments in
the business of the Group is provided in the
Strategic report on pages 1 to 43.

Results and dividends

2017: nil interim dividend paid
(2016: nil interim dividend paid)

2017: proposed final dividend of 11 cents
per ordinary share (2016: nil final
dividend paid)

2017: total dividend, 11 cents per ordinary
share (2016: nil total dividend)

Share capital

The issued ordinary share capital of the
Company was increased by 12,272,991
during the year. The ordinary shares were
issued under the Company’s employee share
plans at prices between nil and 557.76 pence.
The Company has one class of ordinary
shares, which carries no rights to fixed
income. On a show of hands, each member
present has the right to one vote at our
general meetings. On a poll, each member is
entitled to one vote for every $2 nominal value
of share capital held. The issued nominal
value of the ordinary shares represents
86 per cent of the total issued nominal value
of all share capital. The remaining 14 per cent
comprises preference shares, which have
preferential rights to income and capital but
which, in general, do not confer a right to
attend and vote at our general meetings.
Further details of the Group’s share capital can

be found in note 28 to the financial statements
on page 262

There are no specific restrictions on the size
of a holding nor on the transfer of shares,
which are both governed by the general
provisions of the Articles of Association and
prevailing legislation. There are no specific
restrictions on voting rights and the directors
are not aware of any agreements between
holders of the Company’s shares that may
result in restrictions on the transfer of
securities or on voting rights. No person
has any special rights of control over the
Company’s share capital and all issued
shares are fully paid.

Articles of Association

The Articles of Association may be amended
by special resolution of the shareholders;

no changes to the Company’s Articles of
Association were made during the year.

Authority to purchase own
shares

At the AGM held on 3 May 2017, our
shareholders renewed the Company’s
authority to make market purchases of up to
328,742,861 ordinary shares, equivalent to
approximately 10 per cent of issued ordinary
shares as at 14 March 2017, and up to all of
the issued preference share capital. These
authorities were not used during the year and
remained in force at 31 December 2017.

In accordance with the terms of a waiver
granted by The Stock Exchange of Hong
Kong Limited (HKSE) on 16 April 2008,
which was consequentially modified by the
Company and confirmed by the HKSE on
30 April 2009, 25 July 2011, 9 October 2013,
23 September 2015 and 5 February 2018
respectively, the Company will comply with
the applicable law and regulation in the UK

in relation to holding of any shares in treasury
and with the conditions of granting the waiver
by the HKSE.

No treasury shares were held during the year.

Further details can be found in note 28 to the
financial statements on page 262

Authority to issue shares

The Company is granted authority to issue
shares by the shareholders at its AGM.

The size of the authorities granted depends
on the purposes for which shares are to be
issued and is within applicable legal and
regulatory requirements.



Shareholder rights

Under the Companies Act 2006,
shareholders holding 5 per cent or more of
the paid-up share capital of the Company
carrying the right of voting at general
meetings of the Company are able to require
the directors to hold a general meeting.

A request may be in hard copy or electronic
form and must be authenticated by the
shareholders making it. WWhere such a
request has been duly lodged with the
Company, the directors are obliged to call a
general meeting within 21 days of becoming
subject to the request and must set a date for
the meeting not more than 28 days from the
date of the issue of the notice convening the
meeting. Under the Companies Act 2006,
shareholders holding 5 per cent or more

of the total voting rights at an AGM of the

Company, or 100 shareholders entitled to
vote at the AGM with an average of at least
£100 paid-up share capital per shareholder,
are entitled to require the Company to
circulate a resolution intended to be moved at
the Company’s next AGM. Such a request
must be made not later than six weeks before
the AGM to which the request relates or, if
later, the time notice is given of the AGM.

The request may be in hard copy or
electronic form, must identify the resolution
of which notice is to be given and must be
authenticated by the shareholders making it.

+ Shareholders are able to put forward proposals to
shareholder meetings and enquiries to the Board
and/or the Senior Independent Director by using the
‘contact us’ information on the Company’s website
sc.com or by emailing the Group Corporate
Secretariat at group-corporate.secretariat@sc.com

Major interests in shares and
voting rights

As at 31 December 2017, Temasek Holdings
(Private) Limited (Temasek) is the only
shareholder that has an interest of more than
10 per cent in the Company’s issued ordinary
share capital carrying a right to vote at any
general meeting.

As at 22 February 2018, the Company has
been notified, pursuant to the requirement
of Rule 5 of the Financial Conduct Authority
Disclosure Guidance and Transparency
Rules, by the following companies of

their interest in the total voting rights of

the Company:

Percentage of Percentage of

Number of voting rights voting rights

Shareholder ordinary shares direct indirect
Temasek Holdings (Private) Limited 517,051,383 - 15.68
BlackRock, Inc 168,538,528 - 5.11
Standard Life Aberdeen plc 166,674,424 - 5.05

Related-party transactions

Details of transactions with directors and
officers and other related parties are set
out in note 36 to the financial statements
on page 282.

Connected/continuing
connected transactions

By virtue of its shareholding of over

10 per cent in the Company, Temasek and its
associates are related parties and connected
persons of the Company for the purposes of
the UK Listing Rules and the Listing Rules of
The Stock Exchange of Hong Kong Limited
(the HK Listing Rules) respectively (together
‘the Rules’).

The Rules are intended to ensure that there
is no favourable treatment to Temasek or
its associates to the detriment of other
shareholders in the Company. Unless
transactions between the Group and
Temasek or its associates are specifically
exempt under the Rules or are subject

to a specific waiver, they may require a
combination of announcements, reporting
and independent shareholders’ approval.

On 19 October 2015, the HKSE extended
a waiver (‘the Waiver) it previously granted
to the Company for the revenue banking
transactions with Temasek which do not fall
under the passive investor exemption (the
Passive Investor Exemption) under Rules
14A.99 and 14A.100. Under the Waiver, the
HKSE agreed to waive the announcement

requirement, the requirement to enter into a
written agreement and set an annual cap
and the reporting (including annual review)
requirements under Chapter 14A for the
three-year period ending 31 December 2018
on the conditions that:

a) The Company will disclose details of the
Waiver (including nature of the revenue
panking transactions with Temasek and
reasons for the Waiver) in subsequent
annual reports

b) The Company will continue to monitor
the revenue banking transactions with
Temasek during the three years ending
31 December 2018 to ensure that the
5 per cent threshold for the revenue ratio
will not be exceeded

The main reasons for seeking the Waiver
were:

> The nature and terms of revenue banking
transactions may vary and evolve over
time; having fixed-term written agreements
would not be suitable to accommodate the
various banking needs of the Company’s
customers (including Temasek) and would
be impractical and unduly burdensome

> It would be impracticable to estimate and
determine an annual cap on the revenue
panking transactions with Temasek as
the volume and aggregate value of each
transaction are uncertain and unknown
to the Company as a banking group
due to multiple factors including market
driven factors

> The revenues generated from revenue
banking transactions were insignificant.
Without a waiver from the HKSE or an
applicable exemption, these transactions
would be subject to various percentage
ratio tests which cater for different types
of connected transactions and as such
may produce anomalous results

For the year ended 31 December 2017,
the Group provided Temasek with cash
management, securities services, foreign
exchange and money market placement
products and services that were revenue
transactions in nature.

As aresult of the Passive Investor Exemption
and the Waiver, the vast majority of the
Company’s transactions with Temasek and
its associates fall outside of the connected
transactions regime. However, non-revenue
transactions with Temasek or any of its
associates continue to be subject to
monitoring for connected transaction issues.

The Company confirms that:

> The revenue banking transactions entered
into with Temasek in 2017 were below the
5 per cent threshold for the revenue ratio
test under the HK Listing Rules

> It will continue to monitor revenue banking
transactions with Temasek during the
three years ending 31 December 2018
to ensure that the 5 per cent threshold for
the revenue ratio will not be exceeded

The Company therefore satisfied the
conditions of the Waiver.
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Fixed assets

Details of additions to fixed assets are
presented in note 19 to the financial
statements on page 254.

Loan capital

Details of the loan capital of the Company
and its subsidiaries are set out in note 27
to the financial statements on page 261.

Debenture issues and equity-
linked agreements

During the financial year ending on

31 December 2017, the Company made two
issues of debentures and entered into one
equity-linked agreement, further details of
which are set out in note 22 on page 257.

Risk management

An ongoing process for identifying, evaluating
and managing the significant risks that we
face is in place. The Board is satisfied that
this process constitutes a robust assessment
of all of the principal risks and uncertainties
facing the Group, including those that

would threaten its business model, future
performance, solvency or liquidity.

The Risk review and Capital review on pages 118
to 189 sets out the principal risks and uncertainties,
our approach to risk management, including our
risk management principles, an overview of our
Enterprise Risk Management Framework and the
policies and practices for each principal risk type.
The Board-approved Risk Appetite Statement

can be found on page 161

In accordance with Article 435() of the
Capital Requirements Regulation, the Board
Risk Committee, on behalf of the Board,

has considered the adequacy of the risk
management arrangements of the Group
and has sought and received assurance that
the risk management systems in place are
adequate with regard to the Group’s profile
and strategy.

Internal control

The effectiveness of our internal control
system is reviewed regularly by the Board,

its committees, the Management Team

and Group Internal Audit. The Audit
Committee has reviewed the effectiveness
of the Group’s system of internal control
during the year ended 31 December 2017.
The Committee’s review was supported by
an annual business self-certification process,
which was managed by Group Internal Audit.
Group Internal Audit monitors compliance

Standard Chartered
Annual Report 2017

with policies and standards and the
effectiveness of internal control structures
across the Group through its programme of
audits. The work of Group Internal Audit is
focused on the areas of greatest risk as
determined by a risk-based assessment
methodology. The Board considers the
internal control systems of the Company

to be effective and adequate.

Group Internal Audit reports regularly to the
Audit Committee, the Chairman and the
Group Chief Executive. The findings of all
adverse audits are reported to the Audit
Committee, the Chairman and the Group
Chief Executive where immediate corrective
action is required. The Board Risk Committee
has responsibility for overseeing the
management of the Company’s fundamental
risks as well as reviewing the effectiveness of
the Company’s Enterprise Risk Management
Framework. The Audit Committee monitors
the integrity of the Company’s financial
reporting, compliance and internal control
environment.

The risk management approach on page 160
describes the Group’s risk management oversight
committee structure

Our business is conducted within a
developed control framework, underpinned
by policy statements, written procedures and
control manuals. There are written policies
and procedures designed to ensure the
identification and management of risk,
including credit risk, country risk, market risk,
capital and liquidity risk, operational risk,
reputational risk, compliance risk, conduct
risk, information and cyber security risk and
financial crime risk. The Board has
established a management structure that
clearly defines roles, responsibilities and
reporting lines. Delegated authorities are
documented and communicated. Executive
risk committees regularly review the Group’s
risk profile. The performance of the Group’s
businesses is reported regularly to senior
management and the Board. Performance
trends and forecasts, as well as actual
performance against budgets and prior
periods, are monitored closely. Financial
information is prepared using appropriate
accounting policies, which are applied
consistently. Operational procedures and
controls have been established to facilitate
complete, accurate and timely processing
of transactions and the safeguarding of
assets. These controls include appropriate
segregation of duties, the regular
reconciliation of accounts and the valuation of
assets and positions. In respect of handling

inside information, we have applied relevant
controls on employees who are subject to
handling inside information, including controls
over the dissemination of such information
and their dealings in the Company’s shares.
Such systems are designed to manage rather
than eliminate the risk of failure to achieve
business objectives, and can only provide
reasonable and not absolute assurance
against material misstatement or loss.

Employee policies and
engagement

We take communications very seriously
and work hard to ensure that our colleagues
are kept informed about matters affecting
or of interest to them, but more importantly
to provide opportunities for feedback

and dialogue. We have a clear set of
communications mechanisms that are used
to inform colleagues of key business activity
at a global, regional, business and function
level. We have continued to evolve and
develop our internal communications
following last year’s review responding to
feedback from colleagues. We continue to
listen to ensure internal communications
remain impactful, meaningful and support
the Group’s strategy and transformation.

The primary channel for communicating with
our colleagues continues to be the Bridge —
our social business collaboration platform.
The Bridge not only provides global, local,
business and function communications but it
allows our people to collaborate, exchange
ideas, feedback, comment, innovate,
communicate, and find experts all through
one space, wherever they are located.

In response to feedback, we have also
introduced a new monthly Group-wide digital
magazine. The magazine is an informal,
story/feature focused channel that shows the
human side of the Group. It focuses on our
people and our clients to help our colleagues
understand the Group’s strategy, share
success, best practice, break down silos,
learn from others and recognise the work
and contribution our people make.

The Bridge and this new digital magazine
are supported by Group, local and business
newsletters, targeted audio calls — for
business area or management level — videos,
success story bulletins, town halls and
engagement events including brown bag
lunches, leadership events, regional
meetings, and focus groups. Business or
time-critical information is sent directly to
our people’s inboxes through a measurable
email platform.



Our senior leaders and People Managers
also have a critical role to play in engaging
our people, ensuring that they are kept up

to date on key business information, our
performance and strategy, their role in
executing the strategy and ensuring that
they consult and listen to their teams’ views,
feedback and concerns. Across the
organisation team meetings with People
Managers, one-to-one discussions, and
management meetings enable our people to
discuss and clarify anything they have heard
or read and address any questions they may
have. The individual performance reviews
also provide the opportunity to discuss how
individuals, the team and the business area
contributed to our overall performance and
how any compensation awards relate to this.

This mix of channels ensures that all our
colleagues receive relevant information
promptly regardless of how they prefer to
be communicated with and regardless of
where they sit in the organisation.

We continue to communicate with employees
who have left the Group via our Alumni
network and all employees, past, present

and future are able to follow our progress
through social networks including the
Group’s LinkedIn network, Facebook page
and Twitter stream.

As well as capturing our people’s feedback
and views through team meetings, two-way
communications and day-to-day dialogue,
our employee engagement survey has been
an important way for us to gather feedback
on how our colleagues feel about the
organisation, the challenges we are facing
and how we can make the Group a better
place to work. The My Voice survey was
launched in 2014 and last year we introduced
the Employee Net Promoter Score (eNPS)

to understand if our colleagues would
recommend us as a place to work —an
important indicator of how satisfied we are

at the Group. In September, we ran a short
edition of My Voice that focused on the eNPS
and manager and team effectiveness. Nearly
90 per cent of our colleagues responded,
which was the highest response rate we
have had. The insight gained has been used
to inform action plans intended to resolve
highlighted issues. In 2018, we plan to run

a further My Voice survey.

In addition, targeted local surveys and focus
groups seek views on particular topics or
from particular groups of colleagues.

Less formal measures of sentiment and
engagement include quick polls and
conversations on the Bridge. Combined
with over 50 employee networks across

18 countries and numerous champion
groups, these insights are invaluable in
shaping our thinking and future planning.

Equally, in our recognition and interactions
with various employee representative bodies
(unions, works councils) globally, we are
heavily influenced by the 1948 United Nations
Universal Declaration of Human Rights
(UDHR), several ILO conventions including the
Right to Organise and Collective Bargaining
Convention, 1949 (No. 98) and the Freedom
of Association and Protection of the Right to
Organise Convention, 1948 (No. 87) as well
as local country labour laws and acts that
protect employees’ rights to organise.

In June this year, we integrated the
components of our Group Equal
Opportunities, Diversity, Inclusion and Dignity
at Work Policy into our Group Code of
Conduct. Everyone who works at Standard
Chartered is bound by the Code, whether
they are full-time, fixed term, a director, a
contractor, a subcontractor, a secondee, a
temporary employee or a voluntary worker,
working in any company and in any capacity.
The Group Code of Conduct is well-
understood throughout the Group, supported
by significant Group communication, and this
is evident through our last My Voice Survey
results where 97 per cent of colleagues
responded saying that they understood what
the Group Code of Conduct meant for them
in their role.

Holistically, the Group Code of Conduct
reinforces our commitment to providing
equality of opportunity and fair treatment in
employment. We do not accept unlawful
discrimination in our recruitment and
employment policies, terms, procedures,
processes and decisions on the grounds of:
race; colour; nationality; national or ethnic
origins; gender; parental status; marital or civil
partner status; sexual orientation; gender
identity, expression or reassignment; HIV or
AIDS status; employment status; flexibility

of working arrangements; disability; age;
religion; or belief. We appoint, train, develop,
reward and promote colleagues on the basis
of merit and ability. If colleagues become
disabled, every effort is made to ensure their
employment continues, with appropriate
training and workplace adjustments where
necessary. This is supported by the Global
Guideline and Process for Workplace
Adjustment that was re-launched in 2016 to
support colleagues with disabilities. Action
may be taken to address disadvantage or
under representation among specific groups,
with the aim of ensuring that employment
decisions are free from bias.

The Group’s approach to misconduct issues
(including dismissals) is guided by the Fair
Accountability principles which endorse
thoughtful judgement, proportionality,
procedural appropriateness and fairness

of outcomes. Dismissals on account of
misconduct issues and performance (where

required by law to follow a disciplinary
process) are governed by the Group
Disciplinary Policy and Procedure with clear
minimum standards. Where local law or
regulation requires a different process with
regards to dismissals and other disciplinary
actions, country procedures vary accordingly
to account for local law and regulation.

During 2017, the Group rolled out a refreshed
Flexible Working Practices Policy globally,
allowing colleagues a range of flexible
working options— this includes flexible time,
working from home or part-time working. Our
global minimum Parental Leave Benefits were
also revised in April 2017, to support working
parents no matter where they are across the
Group. We now provide a minimum of 20
calendar weeks fully paid maternity leave,

a minimum of leave of two calendar weeks
for spouses or partners, and two calendar
weeks for adoption leave. Combined, this
places the Group above the International
Labour Organisation minimum standards.

Health and safety

The Group complies with both external
regulatory requirements and internal policy
and standards for health and safety (H&S) in
all markets. It is Group policy to ensure that
the more stringent of the two requirements is
always met, ensuring our H&S practices meet
or exceed regulatory minimum. Compliance
rates are reported quarterly to each country’s
management team. Based on our risk profile,
our H&S standards define our requirements
for H&S governance and assurance,
workstation ergonomics, fire safety, first aid,
indoor air quality and the work environment,
vehicle and driving safety, incident reporting
and investigation, and accessible design.

Major customers

Our five-largest customers together
accounted for 2.1 per cent of our total interest
income and other operating income in the
year ended 31 December 2017.

Supply chain management

For information about how the Group
engages with suppliers on environmental and
social matters, please see our Supplier
Charter. As required under the UK Modern
Slavery Act 2015, the Group is required to
publish a Modern Slavery Statement annually.
The Group’s 2017 Modern Slavery Statement
will be issued by June 2018. This document
will give further detail on how the Group has
managed social risks in its supply chain
during 2017.

+ Our Supplier Charter can be viewed at
sc.com/suppliercharter
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Product responsibility

We aim to treat our clients fairly at all imes.
We design and offer products based on an
understanding of our client needs; we protect
client privacy; we manage potential conflicts
of interest; and we seek and use client
feedback to improve our products and
services. The Group has in place policies and
procedures to ensure products are sold to
suitable target markets, comply with relevant
laws and regulations and complaints are
identified and resolved.

Group Code of Conduct

The Board has adopted a refreshed Group
Code of Conduct (the Code) relating to the
lawful and ethical conduct of business and
this is supported by the Group’s core values.

It has been communicated to all directors
and employees, all of whom are expected to
observe high standards of integrity and fair
dealing in relation to customers, employees
and regulators in the communities in which
the Group operates.

Directors and employees are asked to
recommit to the Code annually, and this
was done during September 2017 and
will be repeated again in 2018.

Total scope 1, 2 and 3 Greenhouse Gas emissions for 2016 and 2017

Environmental impact of our
operations

We aim to minimise the environmental impact
of our operations as part of our commitment
to being a responsible company. \We report
on energy, water, paper and non-hazardous
waste data that are the basis of our
Greenhouse Gas (GHG) emissions
management as well as the targets we have
set to reduce energy, water and paper use.

Indicator 2017 2016 Units
Full-time employees (FTE) covered by reporting 86,021 86,693 FTE
Net internal area of occupied property covered by reporting 1,194,363 1,237,043 m?
Annual operating income (1 October to 30 September) 14,614 12,515 Smillion
Greenhouse Gas emissions

Scope 1 emissions (combustion of fuels) 7,922 13,562 tonnes CO,eq/year
Scope 2 emissions (purchased electricity) — location-based method 180,014 186,553 tonnes CO,eq/year
Scope 2 emissions (purchased electricity) — market-based method 180,014 186,553 tonnes CO.,eq/year
Total Scope 1 & 2 emissions 187,936 200,115 tonnes CO,eq/year
Scope 3 emissions without distance uplift (air travel) 59,179 52,056 tonnes CO,eq/year
Scope 3 emissions with distance uplift (air travel) 64,505 56,741 tonnes CO.,eq/year
Scope 3 emissions (outsourced data centre) 23,904 22,653 tonnes CO,eq/year
Total Scope 1, 2 & 3 emissions 247,115 252,171 tonnes CO,eq/year
Total Scope 1, 2 & 3 emissions/FTE 2.87 291 tonnes CO,eq/FTE/year
Total Scope 1, 2 & 3 emissions/m? 207 204 kg COeq/m?/year
Total Scope 1, 2 & 3 emissions/operating income 16.91 20.15 tonnes CO,eq/$m/year

QOur reporting criteria document sets out the
principles and methodology used to calculate
the GHG emissions of the Group.

+ For more information, review the reporting criteria at
sc.com/environmentcriteria.

Our reporting methodology is based
upon the World Resources Institute/
World Business Council for Sustainable
Development Greenhouse Gas Protocol
Corporate Accounting and Reporting
Standard (Revised Edition).

We report on all emission sources required
under the Companies Act 2006 (Strategic
Report and Directors’ Reports) Regulations.
Using conversion factors from the UK
Government’s 2017 GHG Conversion Factors
for Company Reporting and the International
Energy Agency’s ‘CO, Emissions from Fuel
Combustion (2017 edition), emissions are
reported in metric tonnes of carbon dioxide
equivalent (CO,g), encompassing the six
Kyoto gases.

Standard Chartered
Annual Report 2017

Our definition of different emission sources is
provided below.

Scope 1

Scope 1 emissions are defined as arising
from the consumption of energy from direct
sources, such as by burning diesel within
generators, during the use of property
occupied by the Group.

Scope 2

Scope 2 emissions are defined as arising
from the consumption of indirect sources of
energy, such as consumption of purchased
electricity and heat, during the use of
property occupied by the Group.

Despite the amendment issued to the

GHG Protocol in 2015, we report Scope 2
emissions under location-based methods
and have decided not to use market-based
emission factors where they are available to
us based on our reservations concerning the
attribution of reduced electricity emissions

and the potential for ‘double-counting’ in
some markets. We will continue to monitor
the development of Scope 2 Quality Criteria,
as well as the development of residual mixes
by national agencies.

The Group does not use any form of offset
such as carbon credits to offset Scope 1
or Scope 2 emissions.

Scope 3

Scope 3 emissions are defined as occurring
as a consequence of the Group’s activities,
but arising from sources not controlled by us.
The Group reports on Scope 3 emissions
arising from air travel and our outsourced
data centres in Hong Kong and the UK.



Reporting period

The reporting period of our environmental
data is from 1 October 2016 to 30 September
2017. This allows sufficient time for
independent assurance to be gained prior

to the publication of results. Accordingly,

the operating income used in this inventory
corresponds to the same time period

rather than the calendar year used in

financial reporting.

Assurance

Our Scope 1 and 2 emissions are assured
by an independent body, The Carbon Trust,
against the requirements of ISO14064.

Managing environmental and
social risk

The Board is responsible for ensuring that
high standards of responsible business are
maintained and that an effective control
framework is in place. This encompasses risk
associated with clients’ operations and their
potential impact on the environment and local
communities. The Board recognises its
responsibility to manage these risks and that
failure to manage them adequately would
have adverse impact.

The Board receives information to identify
and assess significant risks and opportunities
arising from environmental and social
matters, including climate change. These
issues are overseen by the Brand, Values and
Conduct Committee. The Committee reviews
sustainability priorities, and oversees the
development of, and delivering against, public
commitments regarding the activities and/or
businesses that the Group will or will not
accept in alignment with our Here for good
brand promise. At a management level,

the Group Head, Corporate Public and
Regulatory Affairs leads the delivery of the
Group’s approach to sustainability.

Community engagement

We collaborate with local partners to
support social and economic development
in communities across our markets.

For more information on how we engage
with communities go to the Stakeholders
and responsibilities section on page 36.

ESG Reporting Guide

We comply with the requirements for
environmental, social and governance
reporting under Appendix 27 of the Hong
Kong Listing Rules with the exception of A1.3
on hazardous waste and A2.5 on packaging.
As an office-based financial services provider,
we generate minimal hazardous waste or
packaging material. As such, these issues
are not material and we do not report them.

Electronic communication

The Board recognises the importance of
good communications with all shareholders.
Directors are in regular contact with our
institutional shareholders and general
presentations are made when we announce
our financial results. The AGM presents

an opportunity to communicate with all
shareholders. Our shareholders are
encouraged to receive our corporate
documents electronically. The annual and
interim financial statements, Notice of AGM
and dividend circulars are all available
electronically. If you do not already receive
your corporate documents electronically and
would like to do so in future, please contact
our registrars at the address on page 332.
+ Shareholders are also able to vote electronically

on the resolutions being put to the AGM through
our registrars’ website at investorcentre.co.uk

Annual General Meeting

Our AGM will be held at 11:00am (UK time)
(6:00pm Hong Kong time) on 9 May 2018

at etcvenues, 200 Aldersgate, St Paul’s,
London EC1A 4HD. Details of the business to
be conducted at the meeting are contained in
the 2018 Notice of AGM.

Our 2017 AGM was held on 3 May 2017 at
11:00am (London time) (6:00pm Hong Kong
time) at etc.venues, 200 Aldersgate, St Paul’s,
London EC1A 4HD. Special business at the
meeting included the approval of the power
to allot ECAT1 Securities for cash without
certain formalities. All resolutions were
passed at the meeting.

Non-audit services

The Group’s non-audit services policy (the
policy) was reviewed and approved by the
Audit Committee on 26 January 2017. The
policy is based on an overriding principle that,
to avoid any actual or perceived conflicts of
interest, the Group’s auditor should only be
used when either there is evidence that there
is no alternative in terms of quality and there is
no conflict with their duties as auditor. KPMG
can be used where the statutory auditor is
required to be used due to regulatory or legal
requirements.

The policy clearly sets out the criteria for
when the Audit Committee’s prior written
approval is required. The policy requires a
conservative approach to be taken to the
assessment of requests for KPMG to provide
non-audit services. Subject to the overriding
principle, the Audit Committee’s view is that
KPMG can be of value in a range of non-audit
service activities and should be allowed to
tender subject to the terms of the policy.

The Group is required to take a conservative
approach to interpreting the potential threats
to auditor independence and requires
commensurately robust safeguards

against them.

EU legislation and guidance from the
Financial Reporting Council (FRC) sets out
threats to audit independence including
self-interest, self-review, familiarity, taking of a
management role or conducting advocacy.
In particular, maintaining KPMG’s
independence from the Group requires
KPMG to avoid taking decisions on the
Group’s behalf. It is also recognised as
essential that management retains the
decision-making capability as to whether to
act on advice given by KPMG as part of a
non-audit service. This means not just the
ability to action the advice given, but to have
sufficient knowledge of the subject matter to
be able to make a reasoned and independent
judgement as to its validity. All of this is
contained within the policy.

By way of (non-exhaustive) illustration of the
application of the principles set out in the
policy, the following types of non-audit
services are:

Likely to be permissible under the
policy:

> Audit-related services — the Group would
also extend this to work on investor
circulars in most foreseeable
circumstances

> An objective view as to whether the Group
has applied external laws and regulations
appropriately, such as checks over
regulatory compliance

> Internal control review services

> Due diligence over potential purchases
or sales

Not permissible under the policy:

> Any services that are prohibited (or to the
extent they are restricted) by the published
guidance from time to time

> Tax or regulatory structuring proposals

> Services where fees are paid on a
contingent basis (in whole or in part)

> Consulting services that actively assist
in running the business in place of
management as opposed to providing
or validating information, which
management then utilises in the
operation of the business

The policy is not a prescribed list of non-audit
services that KPMG is permitted to provide.
Rather, each request for KPMG to provide
non-audit services will be assessed on its
own merits. The Audit Committee believes
that such a case-by-case approach best
accommodates (i) the need for the
appropriate rigour and challenge to be
applied to each request for KPMG to provide
non-audit services while (i) preserving
sufficient flexibility for the Group to engage
KPMG to provide non-audit services where
they are able to deliver particular value to the
Group and where the proposed services can
be provided without compromising KPMG'’s
objectivity and independence.
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DIRECTORS’ REPORT Other disclosures

There is a cap on non-audit services
provided by KPMG and such fees cannot
exceed 70 per cent of the average Group
audit fee from the previous three consecutive
financial years. For 2017 the ratio was

9 per cent.

Details relating to KPMG'’s remuneration as
the Group statutory auditor and a description
of the broad categories of the types of
non-audit services provided by KPMG are
given in note 38 to the financial statements
on page 283.

Auditor

The Audit Committee reviews the
appointment of the Group statutory auditor,
its effectiveness and its relationship with the
Group, which includes monitoring our use of
the auditors for non-audit services and the
balance of audit and non-audit fees paid.
Following a review of the independence and
effectiveness of our Group statutory auditor
(details of which can be found on page 66),
resolutions to appoint KPMG and to
determine its remuneration will be proposed
at the 2018 Annual General Meeting.

Each director believes that there is no
relevant information of which our Group
statutory auditor is unaware. Each has
taken all steps necessary as a director to
be aware of any relevant audit information
and to establish that KPMG is made aware
of any pertinent information.

By order of the Board
A, )

Liz Lloyd
Group Company Secretary

27 February 2018
Standard Chartered PLC
Registered No. 966425

'] '] 4 Standard Chartered
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Statement of directors’ responsibilities

The directors are responsible for preparing
the Annual Report and the Group and
Company financial statements in accordance
with applicable law and regulations.

Company law requires the directors to
prepare Group and Company financial
statements for each financial year. Under that
law they are required to prepare the Group
financial statements in accordance with
International Financial Reporting Standards
as adopted by the European Union (IFRSs
as adopted by the EU) and applicable law
and have elected to prepare the Company
financial statements on the same basis.

Under company law the directors must not
approve the financial statements unless they
are satisfied that they give a true and fair
view of the state of affairs of the Group and
Company and of their profit or loss for that
period. In preparing each of the Group and
Company financial statements, the directors
are required to:

> Select suitable accounting policies and
then apply them consistently;

> Make judgements and estimates that are
reasonable, relevant and reliable;

> State whether they have been prepared
in accordance with IFRSs as adopted by
the EU;

> Assess the Group and the Company’s
ability to continue as a going concern,
disclosing, as applicable, matters related
to going concern; and

> Use the going concern basis of accounting
unless they either intend to liquidate the
Group or the Company or to cease
operations, or have no realistic alternative
but to do so

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the Company’s
transactions and disclose with reasonable
accuracy at any time the financial position of
the Company and enable them to ensure
that its financial statements comply with the
Companies Act 2006. They are responsible
for such internal control as they determine

is necessary to enable the preparation of
financial statements that are free from
material misstatement, whether due to fraud
or error, and have general responsibility for
taking such steps as are reasonably open
to them to safeguard the assets of the
Group and to prevent and detect fraud

and other irregularities.

Under applicable law and regulations, the
directors are also responsible for preparing

a Strategic Report, Directors’ Report,
Directors’ Remuneration Report and
Corporate Governance Statement that
complies with that law and those regulations.

The directors are responsible for the
maintenance and integrity of the corporate
and financial information included on the
Company’s website. Legislation in the UK
governing the preparation and dissemination
of financial statements may differ from
legislation in other jurisdictions.

Responsibility statement of the directors in
respect of the annual financial report

We confirm that to the best of our knowledge:

> The financial statements, prepared in
accordance with the applicable set of
accounting standards, give a true and fair
view of the assets, liabilities, financial
position and profit or loss of the company
and the undertakings included in the
consolidation taken as a whole; and

> The Strategic report includes a fair review
of the development and performance
of the business and the position of the
Company and the undertakings included
in the consolidation taken as a whole,
together with a description of the principal
risks and uncertainties that they face.

We consider the Annual Report and
Accounts, taken as a whole, is fair, balanced
and understandable and provides the
information necessary for shareholders

to assess the Group’s position and
performance, business model and strategy.

By order of the Board

e

Andy Halford
Group Chief Financial Officer

27 February 2018
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SEEING IS BELIEVING

Helping tackle
avoldable blindness

Eleven-year-old Safira lives in Indonesia with her parents and family,

and dreams of becoming a doctor. This dream was threatened, however,
when cataracts started to affect her ability to participate in school.
Access to treatment funded by Seeing is Believing (SiB) — our global
initiative to tackle avoidable blindness and visual impairment —

has restored Safira’s eyesight, and she now takes part in her lessons,
and is able to ride her bike and play with her friends. Safira is one

of thousands of children who have benefited from SiB’s focus on

child eye health in 2017.

‘An estimated 19 million children
worldwide are visually impaired, with
12 million simply requiring a pair
of spectacles to correct their sight.”

An estimated 19 million children worldwide are visually impaired,

and of these, 12 million are simply suffering from refractive error and
require a pair of spectacles to correct their sight. Seeing is Believing
has committed 25 per cent of its $100 million fundraising target to treat
childhood blindness and visual impairment.

In 2017, SiB supported child eye health projects in Africa, China and
Indonesia, and a project to reduce blindness caused by retinopathy

of prematurity in India, in conjunction with the Queen Elizabeth Diamond
Jubilee Trust. Donations collected from our 2017 One Hour campaign,
where employees donated the equivalent of one hour of their salary

to SiB programmes, was earmarked for child eye health projects and
raised $347,000.

Risk review and
Capital review

118
120
122
160
183

Risk index

Risk update

Risk profile

Risk management approach

Capital review
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RISK REVIEW AND

CAPITAL REVIEW

Risk review and Capital review

Annual Report Pillar 3
Risk index and Accounts Report
Risk Update 120
Risk profile Our risk profile in 2017 122
Credit risk 1238 23-75
Maximum exposure to credit risk 123
Credit quality analysis 125
- Credit quality by client segment 126
> Forborne loans 128
- Credit quality by geographic region 130
= Credit quality analysis by industry 131
Problem credit management and provisioning 133
= Impairments 133
> Non-performing loans by client segment 133
= Non-performing loans by geographic region 135
= Individual and portfolio impairment provision 136
> Individually impaired loans by client segment 137
Credit risk mitigation 138 57-69
> Collateral 138
> Other credit risk mitigation 141
Other portfolio analysis 142
> Maturity analysis by client segment 142
= Industry and retail products analysis by geographic region 142
Selected portfolios 144
> Debt securities and other eligible bills 144
> Asset backed securities 145 72-75
Country risk 146
Market risk 147 76-81
Market risk changes 147
Mapping of market risk items to the balance sheet 149
Capital & Liquidity risk 150
Liquidity & Funding risk 150
Earnings sensitivity 157
Operational risk 158
Operational risk profile 158
Operational risk events and losses 158
Top risks and emerging risks 159
Risk management approach Enterprise Risk Management Framework 160
Principal Risks 165
Principal Uncertainties 179
Capital Capital summary 183 il
= Capital ratio 184 13
> CRD IV Capital base 185 12
> Movement in total capital 186
Risk weighted assets 187 13
UK Leverage ratio 189 20

Standard Chartered
Annual Report & Accounts 2017



The following parts of the Risk review and Capital review form part of the financial statements and are audited:
> From the start of the Risk profile section (page 122) to the end of ‘Top risks and emerging risks’ in the same section (page 159), excluding:

Risk section Page
Asset backed securities 145
Country risk 146
Market risk changes — risks not in VaR 148
Market risk changes — backtesting 148
Mapping of market risk items to the balance sheet 149
Liquidity coverage ratio (LCR) 151
Stressed coverage 151
Net stable funding ratio (NSFR) 152
Liquidity pool 152
Encumbrance 153
Earnings sensitivity 157
Operational risk 158

> From the start of Principal risks (page 165) to the end of ‘Capital and liquidity risk’ (page 172), excluding Country risk (page 168)

> From the start of Capital Requirements Directive (CRD) IV Capital base (page 185) to the end of ‘Movement in total capital’ (page 186),
excluding UK leverage ratios and risk-weighted assets (RWA)
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RISK REVIEW Risk update

Risk update

All risk types, both financial and non-financial are managed and reported in accordance
with the Group’s risk management framework. 2017 saw good progress towards
improving the resilience of the Group’s portfolios as shown here by the key highlights

from the past year

Key highlights 2017

> Increased granularity and scope of risk
appetite metrics

> Improved credit quality of the Group’s loan
book, with continued focus on good
quality origination

> Total loan impairment is down by
$1.4 billion in the year, a considerable
decrease from the elevated levels seen in
2015 and 2016

> The loan book is increasingly diversified
and predominantly short tenor

> Our capital and liquidity metrics remain
strong

An update on our portfolio
quality

Today the Group has a more clearly defined
risk appetite, a strong liquidity position and
remains well capitalised. The Group has
taken steps to improve its risk management
approach in part by implementing more
granular risk appetite limits and by
embedding ownership of risk in the front line.
The Group has targeted growth in certain
sectors and geographies, continues to have
a focus on good quality origination, and has
actively reduced exposure to selected
sectors and clients.

Key Indicators

The credit quality of the corporate portfolio
has improved in 2017, evidenced by an
increase in the percentage of exposure to
investment grade clients within the total
corporate book to 57 per cent (2016:

56 per cent). We have continued to manage
down our liquidation portfolio assertively from
$3.9 billion in 2016 to $2.2 bilion at the end of
2017, which corresponds to a reduction in
RWA of $3.0 billion. Additionally, exposures
on early alert reduced to $8.7 billion (2016:
$12.9 billion) driven in the main by exposures
being regularised. We remain vigilant against
potential idiosyncratic and systemic threats,
and continue to perform regular reviews and
stress tests of our portfolio to help mitigate
any risks that might arise.

The Group remains well diversified across
industry sectors, products and geographies.
Loans to financing, insurance and non-bank
financial counterparties remain the largest
sector concentration within the Corporate &
Institutional Banking and Commercial
Banking portfolios, at 27 per cent of our
loans and advances to customers, mostly
to investment-grade institutions. All other
industry concentrations are at or below

13 per cent. Net exposure to our top 20
corporate clients as a percentage of Tier 1
capital has reduced to 50 per cent in 2017,
down from 55 per cent at the end of 2016.

Our Corporate & Institutional Banking and
Commercial Banking loan portfolios remain
predominantly short tenor with 70 per cent
of loans and advances to customers

having less than one year until maturity (2016:
70 per cent). We are also collateralised for
over half of the long-term sub-investment
grade exposure that we carry. The Group
holds a diverse mix of collateral with
conservative valuations.

Retail and Private Banking represents

41 per cent of total customer loans and
advances, a similar proportion to the end

of 2016. Given the focus on mortgage and
wealth management products, 84 per cent
of the book is fully secured, and the overall
loan-to-value of the mortgage portfolio
decreased to 47 per cent. The Retail Banking
segment continues to have little exposure
outside its core markets.

The Group has maintained a strong liquidity
position in 2017, although the advances-to-
deposits ratio increased slightly to 69 per cent
(2016: 68 per cent). We continue to focus on
attracting a diverse funding base that spans
different tenors and customer types, and
overall the Group remains a net provider of
funding to the interbank markets.

Global financial markets experienced low
volatility and average Group VaR was

19 per cent lower than the previous year at
$26 million (2016: $32 million), with trading
activities remaining client driven. The largest
operational risk loss recognised as at

31 December 2017 relates to the Group’s
$17.2 million settlement of a US class
action brought against a number of

banks concerning foreign exchange
benchmark rates.

31.12.17 311216 311215
Group total business
Gross NPLs ($ billion) 8.7 97 12.8
Group ongoing business
Credit grade 12 ($ billion) 1.5 15 0.9
Gross NPLs ($ billion) 6.5 5.9 52
Cover ratio 63% 69% 62%
Cover ratio (including collateral) 79% 74% 71%
Corporate & Institutional Banking and Commercial Banking
Investment grade corporate exposures as a percentage of total corporate exposures 57% 56% 46%
Loans and advances maturing in one year or less as a percentage of total loans and advances to customers 70% 70% 67%
Early alert portfolio ($ billion) 8.7 129 12.3
Aggregate Top 20 corporate exposures as a percentage of Tier 1 capital 50% 55% 61%
Collateralisation of sub-investment grade exposures maturing in more than 1 year 55% 55% 59%
Retail Banking
Loan-to-value ratio of retail mortgages 47% 49% 49%

Standard Chartered
Annual Report 2017



An update on non-performing
loans (NPLs)

Overall gross NPLs for the Group reduced in
2017 as increases in the ongoing business
were more than offset by planned reductions
in the liquidation portfolio.

Gross NPLs for the ongoing business
increased from $5.9 billion to $6.5 billion in
2017, driven by a small number of Corporate
& Institutional Banking exposures in Oil &
Gas Support services and India. Whilst NPL
inflows in Corporate & Institutional Banking
have increased, these were mainly accounts
that had been closely monitored over a
period of time and do not signal any new
areas of stress. In Commercial Banking,
ongoing business gross NPLs have
decreased from $2.2 bilion to $1.9 billion in
2017, driven by a lower level of NPL inflows,
as well as repayments and write-offs.

The Retail Banking portfolio has continued
to benefit from the risk decision framework
that was implemented in 2015, particularly
in Korea, India and China, as a result of risk
actions taken in the unsecured portfolio.
Gross NPLs for the overall Retail Banking
portfolio decreased 11 per cent from

$548 million in 2016 to $489 million in 2017.

The cover ratio of NPLs in the ongoing
business reduced from 69 per cent to

63 per cent, but including collateral increased
to 79 per cent from 74 per cent. The cover
ratio before collateral for the Corporate &

Loan Impairment

Institutional Banking ongoing business
decreased to 56 per cent (2016: 62 per cent)
and after collateral increased to 74 per cent
(2016: 65 per cent), due to the high collateral
held against the clients which were
downgraded in 2017. The cover ratio before
collateral for the Commercial Banking
ongoing business is marginally lower at

74 per cent (2016: 75 per cent). After collateral
the ratio remained broadly flat at 83 per cent
as compared to 2016.

An update on loan impairment

At a Group level, total loan impairment
including the liquidation and restructuring
portfolio was $1.4 bilion representing 50
basis points of average customer loans

and advances. This was significantly lower
than observed in 2016 ($2.8 bilion) and
2015 ($5.0 billion). Loan impairment for the
ongoing business reduced by 50 per cent
to $1.2 billion (2016: $2.4 billion), with
improvement across all business segments.
Part of the improvement relates to the release
of $190 million of judgmental portfolio
impairment provisions overlay due to
improvement in portfolio quality.

Loan impairment for the Corporate &
Institutional Banking ongoing business was
down 53 per cent from 2016 at $657 million
(2016: $1.4 bilion), benefiting from the
deployment of management actions to
improve the risk profile of the portfolio.

In particular, loan impairments significantly
reduced in sectors that had been historically

under stress such as the commodities-
related sectors and the Diamond & Jewellery
sector.

Commercial Banking ongoing business loan
impairment decreased by 66 per cent to
$168 million (2016: $491 million), resulting
from our strategic actions to enhance credit
risk management and client selection.

This has been observed across all regions,
however we continue to remain vigilant for
any emerging risks.

Retail Banking loan impairment was

24 per cent lower in the year (2017:

$374 million, 2016: $489 million) driven

by improved portfolio performance and

the implementation of the risk decision
framework, although in the fourth quarter

of 2017 we took a one off provision of

$40 million due to a change in Personal Debt
Rehabilitation Scheme regulation in Korea.
The risk decision framework continued to
target higher quality growth and lower
volatility in the unsecured asset portfolio, with
improvements observed particularly in Korea,
Hong Kong, Singapore, and Malaysia.

Loan impairment in the restructuring portfolio
was $162 million, of which the liquidation
portfolio accounted for $120 million (2016:
$409 million), driven by the resolution of some
cases and other reassessments of realisable
value. Of the non-liquidation portfolio
impairment, $30 million related to the
non-strategic Principal Finance business

in Corporate & Institutional Banking.

31.12.17 311216 311215

$million $milion $million
Corporate & Institutional Banking 657 1,401 723
Commercial Banking 168 491 980
Private Banking 1 1 -
Retail Banking 374 489 677
Central & other items - - -
Total Ongoing Business 1,200 2,382 2,381
Restructuring charge (including liquidation portfolio) 162 409 2,595
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RISK REVIEW Risk profile

Risk profile

Ouir risk profile in 2017

Through our well-established risk governance

structure and risk management framework,
we closely manage our risks with the
objective of maximising risk-adjusted returns
while remaining in compliance with the

Risk Appetite Statement. We manage
uncertainties through a framework that
provides a forward-looking 12 to 18 month

Our risk profile in 2017

view of the economic, business and

credit conditions across the Group’s key
markets, enabling us to proactively manage
our portfolio.

\We continue to take action to reposition the
Group’s corporate portfolio, exiting weaker
credit or lower-returning clients and adding

new clients selectively. The Group’s portfolio
is well diversified across dimensions such as
industries, geographies and products.

The table below highlights the Group’s
overall risk profile associated with our
business strategy.

Revised Enterprise Risk Management

Framework and experienced senior

team

> In 2017 we reviewed and significantly
enhanced our Enterprise Risk
Management Framework, in particular
around risk culture, the control framework,
strategic risk management and Principal
Risk Types

> We also embarked on a key initiative to
build out the Enterprise Risk Management

function, allowing the Group to identify and

manage risks holistically, with appropriate
governance, oversight and information

in place to run a safe, secure and
well-controlled organisation

> We have a clear Risk Appetite Statement
which is aligned to the Group’s strategy; it
is approved by the Board and informs the

more granular risk parameters within which

our businesses operate, with a particular
focus on reducing concentrations

> We have an experienced senior risk team
and our risk committees are staffed by the
Group’s most senior leaders

> We continuously monitor our risk profile to
ensure it remains within our risk appetite,
conduct regular stress tests, and adjust
our exposures, underwriting standards
and limits

Further details on the Enterprise Risk Management
Framework can be found in the Risk Management
Approach (page 160)

Standard Chartered
Annual Report 2017

Increasingly diversified short tenor

portfolio with reducing concentrations

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

> Within the Corporate & Institutional and
Commercial Banking portfolios:

- Loans and advances to the financing,
insurance and non-banking industry
are 27 per cent of the total customer
portfolio, and are mostly to investment
grade institutions. All other industry
concentrations are at or below
13 per cent of the total customer
portfolio

- The loan portfolio remains
predominantly short-dated, with
70 per cent of loans and advances to
customers maturing in under one year

- Our top 20 corporate exposures have
reduced to 50 per cent of Tier 1 capital
in 2017 (2016: 55 per cent)

- Exposure to investment grade clients
has increased to 57 per cent of the
total corporate book in 2017 (2016:
56 per cent).

> We hold a diverse mix of collateral and
55 per cent of long-term sub-investment
grade exposures within the corporate
portfolio are collateralised

> More than 40 per cent of customer loans
and advances are in Retail Products.
68 per cent of the Retail Products are
mortgages where the overall loan-to-value
ratio is less than 47 per cent

> Within the Retail Banking portfolio, we
maintain minimal exposure outside of
our core markets.

Strong capital and liquidity position
> We remain well capitalised and our
balance sheet remains highly liquid

> We have a strong advances-to-deposits
ratio, and remain a net provider of liquidity
to interbank markets

= Our customer deposit base is diversified
by type and maturity

> We have a substantial portfolio of liquid
assets which can be realised if a liquidity
stress occurs



Basis of preparation

Unless otherwise stated the balance sheet
and income statement information presented
within this section is based on the Group’s
management view. This is principally the
location from which a client relationship is
managed, which may differ from where it

is financially booked and may be shared
between businesses and/or regions. This
view reflects how the client segments and
regions are managed internally.

Credit risk

This section details the Group’s credit risk
exposure, split as follows:

> Overall exposure to credit risk, for
on-balance sheet and off-balance sheet
financial instruments, before and after
taking into account credit risk mitigation
(page 124)

> Credit quality, which provides an analysis
of the loan portfolio by client segment
categorised by Strong, Satisfactory and
Higher risk, forborne loans, and credit
quality by region, and credit quality by
industry (pages 125 to 132)

> Problem credit management and
provisioning, which provides an analysis of
non-performing loans and impaired loans
(pages 1338 to 137)

> Credit risk mitigation, which provides
analysis of collateral held by client segment
and collateral type, and details of loan-to-
value ratios and other forms of credit risk
mitigation (pages 138 to 141)

> Other portfolio analysis, which provides
maturity analysis by client segment, and
industry and retail products analysis
by region (pages 142 to 143)

> Selected portfolios, which provide further
detail on debt securities and treasury bills
and asset backed securities (pages 144
to 145)

Credit risk is the potential for loss due to
the failure of a counterparty to meet its
obligations to pay the Group in accordance
with agreed terms. Credit exposures arise
from both the banking and trading books.

A summary of our current policies and
practices regarding credit risk management
is provided in the risk management approach
(page 165).

Maximum exposure to credit risk

The table below presents the Group’s
maximum exposure to credit risk for its
on-balance sheet and off-balance sheet
financial instruments as at 31 December
2017, before and after taking into account any
collateral held or other credit risk mitigation.

For on-balance sheet instruments, the
maximum exposure to credit risk is the
carrying amount reported on the balance
sheet. For off-balance sheet instruments, the
maximum exposure to credit risk generally
represents the contractual notional amounts.

The Group’s maximum exposure to credit
risk is spread across its markets and is
affected by the general economic conditions
in the regions in which it operates. The
Group sets limits on the exposure to any
counterparty, and credit risk is spread over a
variety of different personal, commercial and
institutional customers.

The Group’s gross maximum exposure to
credit risk has increased by $29 bilion when
compared to 2016, driven by the increase in
both on-balance sheet and off-balance sheet
exposure. Cash and balances at central
banks have decreased by $11.8 billion
reflecting lower fluctuating liquidity. Loans
and advances to customers and banks have
increased by $36.3 bilion, mainly driven by
customer loan growth and expansion of the
reverse repo business in response to client
demand and improving the quality of our
funding base. Off-balance sheet exposures,
mainly arising from trade finance, increased
by $13.2 billion, reflecting the business
growth.

Investment securities increased by

$14.6 billion due to increased holdings
benefitting from the higher government yields
in the UK and the treasury and liquidity
management activities. The Group’s credit
risk exposure before risk mitigation arising
from derivatives decreased by $18.5 billion.
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RISK REVIEW Risk profile

Maximum exposure to credit risk

2017 2016
Credit risk management Credit risk management
Master Master
Maximum netting Net Maximum netting Net
exposure Collateral agreements exposure exposure Collateral  agreements exposure
$million $million $million $million $million $million $million $million
On balance sheet
Cash and balances at central banks 58,864 - - 58,864 70,706 - - 70,706
Loans and advances to customers held at:’
Fair value through profit or loss 3,265 3177
Amortised cost 282,288 252,719
285,553 255,896
Loans and advances to banks held at:’
Fair value through profit or loss 3,137 2,060
Amortised cost 78,188 72,609
81,325 74,669
Total loans and advances to banks
and customers? 366,878 168,247 - 198,631 330,565 151,310 - 179,255
Investment securities®
As per balance sheet 117,025 - - 117,025 108,972 - - 108,972
Held at fair value through profit or loss 21,162 - - 21,162 14,840 - - 14,840
Less: equity securities (2,345) - - (2,345) (2,564) - - (2,564)
135,842 - - 135,842 121,248 - - 121,248
Derivative financial instruments* 47,031 9,825 29,135 8,071 65,509 9,624 40,391 15,494
Accrued income 1,947 1,947 1,639 1,639
Assets held for sale 2 2 1,102 1,102
Other assets® 29,922 29,922 33,942 33,942
Total balance sheet 640,486 178,072 29,135 433,279 624,711 160,934 40,391 423,386
Off-balance sheet
Contingent liabilities 43,521 - - 43,521 38,3027 - - 38,302
Undrawn irrevocable standby facilities,
credit lines and other commitments to lend® 63,890 - - 63,890 55,655 - - 55,655
Documentary credits and short-term
trade-related transactions 3,880 - - 3,880 4120 - - 4120
Forward asset purchases and forward
deposits - - - - 6 - - 6
Total off- balance sheet 111,291 - - 111,291 98,083 - - 98,083
Total 51,777 178,072 29,135 544,570 722,794 160,934 40,391 521,469

1 Ananalysis of credit quality is set out in the credit quality analysis section (page 125). Further details of collateral held by client segment and held for past due and individually impaired
loans are set out in the collateral analysis section (page 138)

2 Loans and advances include reverse repurchase agreements and other similar secured lending of $55,187 million for 2017 and $44,916 million for 2016

3 Equity shares are excluded as they are not subject to credit risk

4 The Group enters into master netting agreements, which in the event of default result in a single amount owed by or to the counterparty through netting the sum of the positive and

negative mark-to-market values of applicable derivative transactions.

5 Other assets include Hong Kong certificates of indebtedness, cash collateral, and acceptances, in addition to unsettled trades and other financial assets

6 Excludes unconditionally cancellable facilities

7 Total contingent liabilities of the Group in 2016 were $37.4 billion and have been restated to $38.3 billion
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Credit quality analysis

An overall breakdown of the loan portfolio
by client segment is provided in the client
segment analysis section (pages 126 to 127)
differentiating between the performing and
non-performing book.

Within the performing book, there is an
analysis:

> By credit quality, which plays a central role
in the quality assessment and monitoring
of risk

> Of loans and advances past due but not
impaired: a loan is considered past due if
payment of principal or interest has not
been made on its contractual due date

> Ofloans and advances where an
impairment provision has been raised:
these represent certain forborne Retail
accounts that have complied with their
revised contractual terms for more than
180 days and on which no further loss of
principal is expected

Credit grade migration

Performing loans constitute 99 per cent of
customer loans, which is consistent with the
prior period.

A breakdown of the performing loans by
credit quality is provided in the credit quality
analysis section (page 126).

Risk measurement plays a central role in
risk-quantification and portfolio management
decisions. The Group uses the advanced
internal ratings-based (IRB) approach under
the Basel regulatory framework to calculate
credit risk capital for the majority of its
portfolios.

Mapping of credit quality

A standard credit risk grade (CG) scale is
used for Corporate & Institutional Banking
and Commercial Banking. The numeric
grades run from 1 to 14 and some of the
grades are further sub-classified. Lower
numbered credit grades are indicative of a
lower likelihood of default. CG 1 to 12 are
assigned to performing clients, while CG 13
and 14 are assigned to non-performing or
defaulted clients. Further details can be
found in the Risk Management Approach
(page 166).

The Group uses an internal risk mapping
to determine the credit quality for loans,
as shown in the table below.

Year-on-year, the overall portfolio credit
quality of the Group has improved as a result
of active portfolio management and steps
taken to improve the quality of origination
over the last two years. The new originations
are in line with our granular risk appetite and
diversified across industries, geographies
and products. The proportion of Group
loans and advances classified as strong has
increased from 67 per cent to 70 per cent

in 2017, with an increase in strong credit
quality exposures observed across all
business segments.

In Corporate & Institutional Banking, the
strong credit quality category has increased
by $12 bilion due to increased lending to
corporate clients across multiple industries.
The largest increases were from financing,
insurance & non-banking ($3.0 billion),
commercial real estate ($1.8 billion),
manufacturing ($1.8 billion) and transportation
($1.7 billion). The satisfactory credit quality
category has decreased by $2.6 bilion due
to actions taken to reduce single name
concentration and commodities exposure.

The Group uses the following internal risk mapping to determine the credit quality for loans.

Corporate & Institutional Banking and Commercial Banking

Credit quality

S&P external ratings

description Default Grade mapping equivalent PD range
Strong Grades 1-5 AAA/AA+to BB+/BBB- 0.000-0.425
Satisfactory ~ Grades 6-8 BB+ to BB-/B+ 0.426-2.350
Grades 9-11 B+/B to B-/CCC 2.351-15.750
Higher Risk ~ Grade 12 B-/CCC 15.751-50.000

Private Banking

Internal ratings
Class I and Class IV

Class Iland Class Il

GSAM managed

For the rest of the portfolio, the credit quality
composition across most sectors and
countries is broadly consistent with the
prior year, although there has been some
deterioration in India and Africa.

In Commercial Banking, the strong credit
quality category has increased by $1.2 billion
and satisfactory credit quality category has
increased by $2.9 billion. This growth was
well diversified across multiple countries and
industries with an average of $0.1 billion
increase per country or per industry.

Retail Banking credit quality remained stable
over the past year with overall performing
loans growing by 10 per cent ($9.5 billion),
predominantly in the strong credit quality
category. The implementation of the Risk
Decision Framework has continued to show
improvements through 2016 and 2017,
shaping the portfolio towards preferred
segments such as priority and employee
banking, and better credit quality customers
with optimum risk-return profiles.

The credit quality composition for loans to
banks is also consistent with prior periods,
with the majority of the growth in this period
observed in the strong and satisfactory
category.

Performing loans and advances that are

past due but not impaired decreased by

$0.7 billion in 2017. The past due balances
arise substantially in the ‘up to 30 days past
due’ category. In the Corporate & Institutional
Banking and Commercial Banking segments,
across all past due categories, approximately
70 per cent (2016: 73 per cent) of the
amounts past due were regularised by

31 January 2018.

Retail Banking

Number of days past due

Current loans (no past dues
nor impaired)

Loans past due till 29 days

Past due loans 30 days and
over till 90 days

Non-performing loans (NPLs)

An NPL is any loan that is more than 90 days
past due or is otherwise individually impaired.
This excludes Retail Banking loans
renegotiated at or after 90 days past due,
but on which there has been no default in
interest or principal payments for more than
180 days since renegotiation, and against
which no loss of principal is expected.

NPLs are analysed, net of individual
impairment provisions, between what is past
due but not impaired and what is impaired.

NPLs (net of individual impairment provisions)
have reduced to $3.5 billion compared to
2016 ($3.9 billion). This is driven primarily by
the liquidation portfolio in the Corporate &
Institutional Banking segment.

NPLs (net of individual impairment provisions)
for the ongoing business have increased

to $2.8 billion from $2.5 billion due to the
deterioration of a small number of exposures
booked in the UAE and UK in the Corporate
& Institutional Banking book.

Liguidation portfolio NPLs (net of individual
impairment provisions) have decreased from
$1,386 million to $653 million in 2017 primarily
due to sales and writedowns.

Total Corporate & Institutional Banking NPLs
(net of individual impairment provisions)
remained stable at $2.5 bilion (2016:

$2.5 billion).

Retail Banking NPL (net of individual
impairment provisions) decreased by

19 per cent compared to 2016 (2017:

$274 million; 2016: $339 million) particularly
in Korea, India and China.
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RISK REVIEW Risk profile

By client segment

2017
Loans to customers
Corporate &
Loans to Institutional Retail Commercial Private Central &
banks' Banking Banking Banking Banking otheritems Total'
$million $million $million $million $million $million $million
Performing loans
- Strong 68,958 75,672 100,687 6,072 9,220 9,253 200,904
— Satisfactory 12,309 52,610 1,586 21,216 3,951 90 79,453
— Higher risk 54 1,128 405 323 42 - 1,898
81,321 129,410 102,678 27,611 13,213 9,343 282,255
Impaired forborne loans, net of provisions - - 269 - - - 269
Non-performing loans, net of provisions 5 2,484 274 596 140 - 3,494
Total loans 81,326 131,894 103,221 28,207 13,353 9,343 286,018
Portfolio impairment provision (1) (156) (208) (99) (2) - (465)
Total net loans 81,325 131,738 103,013 28,108 13,351 9,343 285,553
The following table further analyses total loans included within the table above:
Included in performing loans
Neither past due nor impaired
- Strong 68,740 75,482 100,687 6,058 9,220 9,251 200,698
— Satisfactory 12,255 51,846 - 20,831 3,866 90 76,633
— Higher risk 54 899 - 239 42 - 1,180
81,049 128,227 100,687 27,128 13,128 9,341 278,511
Past due but not impaired
— Up to 30 days past due 247 951 1,586 360 69 - 2,966
—31-60 days past due 25 32 278 49 16 - 375
—61-90 days past due - 200 127 74 - 2 403
272 1,183 1,991 483 85 2 3,744
Total performing loans 81,321 129,410 102,678 27,611 13,213 9,343 282,255
of which, forborne loans amounting to 2 480 84 31 - - 595
Included in non-performing loans
Past due but not impaired
—91-120 days past due ‘ - - 67 - - - 67
~121 — 150 days past due | - - 56 - - - 56
- - 123 - - - 123
Individually impaired loans, net of provisions ‘ 5 2,484 151 596 140 - 3,371
Total non-performing loans 5 2,484 274 596 140 - 3,494
of the above, forborne loans 4 861 268 186 - - 1,315
The following table sets out loans held at fair value through profit and loss which are included within the table above:
2017
Loans to customers
Corporate &
Loansto Institutional Retail Commercial Private Central &
banks' Banking Banking Banking Banking otheritems Total
$million $million $million $million $million $million $million
Neither past due nor impaired
— Strong 2,081 1,451 - 30 - - 1,481
— Satisfactory 1,056 1,572 - 186 - - 1,758
— Higher risk - 7 - - - - 7
3,137 3,030 - 216 - - 3,246
Individually impaired loans - 19 - - - - 19
Total loans held at fair value through profit and loss 3,137 3,049 - 216 - - 3,265

1 Loans and advances include reverse repurchase agreements and other similar secured lending of $55,187 million.
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2016 %)
Loans to customers g
Corporate & %‘
Loans to Institutional Retail  Commercial Private Central & _cé
banks' Banking Banking Banking Banking other items Total' s]
$million $million $million $million $million $milion $million -
Performing loans
- Strong 66,954 63,547 91,186 4,851 7,816 4,023 171,423
— Satisfactory 7,682 55,207 1,560 18,296 3,767 233 79,063
— Higher risk 34 1,223 410 264 38 - 1,935
74,670 119,977 93,156 23,411 11,621 4,256 252,421
o
Impaired forborne loans, net of provisions - - 251 - - - 251 g
Non-performing loans, net of provisions - 2,515 339 768 289 - 3,911 %
Total loans 74,670 122,492 93,746 24,179 11,910 4,256 256,583 %3
Portfolio impairment provision 1 (261) (258) (166) @ - (©687) -
Total net loans 74,669 122,231 93,488 24,013 11,908 4,256 255,396
The following table further analyses total loans included within the table above:
Included in performing loans
Neither past due nor impaired
- Strong 66,600 63,416 91,186 4,812 7,816 4,023 171,253 "
— Satisfactory 7,580 53,791 - 17,728 3,690 233 75,442 @
— Higher risk 34 1121 - 188 18 - 1,327 E
74,214 118,328 91,186 22,728 11,524 4,256 248,022 g
Past due but not impaired =
—Up to 30 days past due 456 1,402 1,560 539 91 - 3,592 E
—31-60 days past due - 100 282 11 - - 493 §
—61-90 days past due - 147 128 33 6 - 314 ;
456 1649 1970 683 o7 — 43% =
Total performing loans 74,670 119,977 93,156 23,411 11,621 4,256 252,421 =
of which, forborne loans amounting to® 1 760 224 104 - - 1,088 T
5
Included in non-performing loans &i
Past due but not impaired %
—91 —120 days past due - - 72 5 - - 77 §,
—121 - 150 days past due - - 60 12 - - 72 ’
- - 132 17 - - 149
Individually impaired loans, net of provisions - 2,515 207 751 289 - 3,762
Total non-performing loans - 2,515 339 768 289 - 3,911
of the above, forborne loans? - 858 135 182 - - 1,175 _%)
The following table sets out loans held at fair value through profit and loss which are included within the table above: %
2016 §
Loans to customers E
Corporqte & _ ‘ ‘ %
Loansto  Institutional Retal  Commercial Private Central & D
banks' Banking Banking Banking Banking other items Total' g'
$million Smillion Smillion Smillion $million $milion $million
Neither past due nor impaired
—Strong 1,659 1,769 - - - - 1,769
— Satisfactory 401 1,346 - a7 - - 1,393
— Higher risk - - - - - - -
2,060 3115 - 47 - - 3,162
Individually impaired loans - 15 - - - - 15
Total loans held at fair value through profit and loss 2,060 3,130 - 47 - - 3177

1 Loans and advances include reverse repurchase agreements and other similar secured lending of $44,916 million

2 The 2016 comparatives have been represented to reflect the forbearance policy change
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RISK REVIEW Risk profile

Forborne loans

A forborne loan arises when a concession has been made to the contractual terms of a loan in response to a customer’s financial difficulties.
The table below presents performing and non-performing loans with forbearance measures by segment. In 2017, the Group changed its policy
to allow for curing of forborne loans, which has been applied retrospectively. Refer to note 8 of the financial statements on impairment losses on
loans and advances and other credit risk provisions.

The performing forborne loans have decreased by $474 million to $866 million in 2017 (2016: $1,340 milion). The Corporate & Institutional
Banking segment decreased by $280 million to $480 million in 2017 (2016: $760 million) primarily due to repayments from clients in the Africa &
Middle East region. The Retail Banking segment decreased by $122 million to $353 million in 2017 (2016: $475 million).

The net non-performing forborne loans have increased by $144 million to $1,319 milion in 2017 (2016: $1,175 million); this increase was in the
Retail Banking segment on account of a change in accounting policy on forborne loans.

Forborne loans

2017
Corporate &
Loans to Institutional Retail Commercial Private Central &
banks Banking Banking Banking Banking otheritems Total
$million $million $million $million $million $million $million
All loans with forbearance measures 6 2,143 797 647 - - 3,593
Accumulated impairment - (802) (176) (430) - - (1,408)
Net balance 6 1,341 621 217 - - 2,185
Included within the above table
Performing loans with forbearance measures:
2017
Corporate &
Loans to Institutional Retail Commercial Private Central &
banks Banking Banking Banking Banking otheritems Total
$million $million $million $million $million $million $million
All performing forborne loans 2 480 353 31 - - 866
of which: modification of terms and conditions' 2 480 353 28 - - 863
Refinancing? - - - 3 - - 3
Collateral held on performing forborne loans - 4 2 - - - 6
Non-performing loans with forbearance measures:
2017
Corporate &
Loans to Institutional Retail Commercial Private Central &
banks Banking Banking Banking Banking otheritems Total
$million $million $million $million $million $million $million
All non-performing forborne loans 4 1,663 384 616 - - 2,667
of which: modification of terms and conditions' 4 1,314 384 559 - - 2,261
Refinancing? - 349 - 57 - - 406
Accumulated impairment - (802) (116) (430) - - (1,348)
of which: modification of terms and conditions' - (554) (116) (400) - - (1,070)
Refinancing? - (248) - (30) - - (278)
Net non-performing forborne loans 4 861 268 186 - - 1,319
Collateral held on non-performing forborne loans - 52 20 34 - - 106

1 Modification of terms is any contractual change apart from refinancing, as a result of credit stress of the counterparty, i.e. interest reductions, loan covenant waivers

2 Refinancing is a new contract to a lender in credit stress, such that they are refinanced and can pay other debt contracts that they were unable to honour

'] 28 Standard Chartered
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Forborne loans

2016 =
Corporate & ‘g.
Loansto  Institutional Retail  Commercial Private Central & °
banks Banking Banking Banking Banking other items Total &
$million $milion $milion $million $milion $million $million S
All loans with forbearance measures 1 2,628 725 598 - - 3,852
Accumulated impairment - 910 (115) (312 - - (1,337)
Net balance 1 1,618 610 286 - - 2,515
Included within the above table
Performing loans with forbearance measures:
2016 o
Corporate & 8,
Loansto  Institutional Retal  Commercial Private Central & %
banks Banking Banking Banking Banking other items Total ?D"
$million $million $Smillion $million $million $million Smillion 3
All performing forborne loans 1 760 475 104 - - 1,340 -
of which: modification of terms and conditions' 1 760 475 65 - - 1,301
Refinancing? - - - 39 - - 39
Collateral held on performing forborne loans - 54 - 36 - - 90
Non-performing loans with forbearance measures:
2016 »
Corporate & [
Loans to Institutional Retail  Commercial Private Central & ;
banks Banking Banking Banking Banking other items Total g
Smillion $million $million $million $million $million $million E
All non-performing forborne loans - 1,768 195 494 - - 2,457 2
of which: modification of terms and conditions' - 1,609 195 398 - - 2,202 g
Refinancing? - 159 - % - - 255 §
Accumulated impairment - 910 (60) (312 - - (1,282 i
of which: modification of terms and conditions' - 813 (60) (264) - - (1,137) E
Refinancing? - ©7) - 48) - - (145) 2
Net non-performing forborne loans - 858 135 182 - - 1,175 .
Collateral held on non-performing forborne loans - 215 - 42 - - 257 §
Q.
1. Modification of terms is any contractual change apart from refinancing, as a result of credit stress of the counterparty, i.e. interest reductions, loan covenant waivers %
2. Refinancing is a new contract to a lender in credit stress, such that they are refinanced and can pay other debt contracts that they were unable to honour %
=]
The table below shows an analysis of forborne loans by region. Refer to note 8 of the financial statements for the accounting policy on g
forborne loans. ¢
2017
Greater China & ASEAN & Africa & Europe &
North Asia South Asia Middle East Americas Total
$million $million $million $million $million
Not impaired 56 40 395 106 597
Impaired 353 778 202 255 1,588 @
el
Total forborne loans 409 818 597 361 2,185 2
3
2016 5.
Greater China & ASEAN & Africa & Europe & 2
North Asia South Asia Middle East Americas Total ?;
$million $million $million $million $million 3
QO
Not impaired 159 237 584 109 1,089 c;;'
Impaired 327 718 243 138 1,426
Total forborne loans’ 486 955 827 247 2,515

1 The 2016 comparatives have been represented to reflect the forbearance policy change
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RISK REVIEW Risk profile

Credit quality by geographic region

The following tables set out an analysis of the loans to customers and banks, split between those loans that are neither past due nor impaired,
those that are past due but not impaired, those that are impaired, the impairment provision and net impairment charge by geographic region.

Loans and advances to customers

2017
Balance sheet' Profit and loss'
Neither Past due Net Portfolio
past due nor but not Individual Portfolio individual impairment Net loan
individually individually Individually impairment impairment impairment provision/ impairment
impaired impaired impaired provision provision Total provision (release) charge
$million $million $million $million $million $million $million $million $million
Greater China & North Asia 125,565 809 806 (312) (129) 126,739 169 (79) 90
ASEAN & South Asia 79,175 1,711 4,233 (2,361) (179) 82,579 871 (66) 805
Africa & Middle East 27,774 1,153 2,654 (1,858) (121) 29,602 308 (5) 303
Europe & Americas 45,997 194 1,184 (706) (36) 46,633 233 (90) 143
278,511 3,867 8,877 (5,237) (465) 285,553 1,581 (240) 1,341
2016
Balance sheet' Profit and loss'
Neither Past due Net Portfolio
past due nor but not Individual Portfolio individual impairment Net loan
individually individually Individually impairment impairment impairment provision/ impairment
impaired impaired impaired provision provision Total provision (release) charge
$milion $million $million $million $million $million $million $million $milion
Greater China & North Asia 109,250 901 1115 (535) (198) 110,533 484 (53) 431
ASEAN & South Asia 69,652 1,648 4,665 (2,568) (236) 73,161 984 6 990
Africa & Middle East 25,846 1,720 2,682 (1,981) (127) 28,140 594 7 601
Europe & Americas 43,274 279 1,218 (583) (126) 44,062 491 92 583
248,022 4,548 9,680 (5,667) 687) 255,896 2,553 52 2,605
1 Excludes impairment charges relating to debt securities classified as loans and receivables, refer to note 8 of the financial statements for details (page 218)
Loans and advances to banks
2017
Balance sheet' Profit and loss'
Neither Past due Net Portfolio
past due nor but not Individual Portfolio individual impairment Net loan
individually individually Individually impairment impairment impairment provision/ impairment
impaired impaired impaired provision provision Total provision (release) charge
$million $million $million $million $million $million $million $million $million
Greater China & North Asia 33,096 130 - - - 33,226 - - -
ASEAN & South Asia 16,482 4 - - - 16,523 - - -
Africa & Middle East 7,328 101 - - (1) 7,428 - - -
Europe & Americas 24,143 - 9 4) - 24,148 - - -
81,049 272 9 @ (1) 81,325 = = =
2016
Balance sheet' Profit and loss'
Neither Past due Net Portfolio
past due nor but not Individual Portfolio individual impairment Net loan
individually individually Individually impairment impairment impairment provision/ impairment
impaired impaired impaired provision provision Total provision (release) charge
$milion $million $million $million $million $million $million $Smillion $milion
Greater China & North Asia 31,930 309 - - - 32,239 - - -
ASEAN & South Asia 14,722 17 163 (163) ) 14,738 - - -
Africa & Middle East 7,492 61 - - - 7,653 - - -
Europe & Americas 20,070 69 - - - 20,139 - - -
74,214 456 163 (163) ) 74,669 - - -

1 Excludes impairment charges relating to debt securities classified as loans and receivables, refer to note 8 of the financial statements for details (page 218)
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Credit quality analysis by industry

2017 é’/:
Movements in impairment c(gp_
Neither Individual Individual %
past due Past due impairment Net Amounts impairment 8
nor but not Individual provision impairment written provision -
individually individually Individually impairment held as at charge/ off/other held as at
impaired impaired impaired provision Total 1Jan 2017 (release) movements 31 Dec 2017
$million $million $million $million  $million $million $million $million $million
Industry:
Energy 18,090 116 1,217 (879) 18,544 814 208 (143) 879
Manufacturing 22,085 397 860 (611) 22,731 644 250 (283) 611
Financing, insurance and non-banking 44,439 314 444 (213) 44,984 409 79 (275) 213 5
Transport, telecom and utilities 15,640 123 777 (376) 16,164 218 230 (72) 376 )
Food and household products 9,543 179 756 (422) 10,056 561 75 (214) 422 %’
Commercial real estate 14,574 199 400 (34) 15,139 33 9 (8) 34 8
Mining and quarrying 6,063 64 1,297 (783) 6,641 1,140 26 (383) 783 2
Consumer durables 8,792 132 725 (583) 9,066 523 124 (64) 583
Construction 3,346 60 781 (484) 3,703 553 59 (128) 484
Trading companies & distributors 2,155 43 458 (331) 2,325 310 46 (25) 331
Government 14,390 25 6 (1) 14,420 - (1) 2 1
Other 5,579 16 252 (176) 5,671 195 37 (54) 178
Retail Products: o
Mortgage 77,279 1,340 276 (117) 78,778 104 34 (21) 117 2
CCPL and other unsecured lending 16,700 610 360 (135) 17,535 140 398 (405) 133 E
Auto 588 45 = - 633 - 1 () - 2
Secured Wealth products 13,969 57 198 (70) 14,154 4 28 38 70 %
Other 5,279 147 70 (22) 5,474 19 19 (16) 22 _‘%
Loans and advances to customers 278,511 3,867 8,877 (5,237) 286,018 §
Individual impairment provision 5,667 1,622 (2,052) 5,237 %
Portfolio impairment provision (465) 687 (239) 17 465 ﬁ
Total 285,553 6,354 1,383 (2,035) 5,702 =
I
Loans and advances to banks 81,049 272 9 (4) 81,326 - - - §
Individual impairment provision 163 - (159) 4 %
Portfolio impairment provision (1) 1 - - 1 §
Total 81,325 164 - (159) 5 %
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2016
Movements in impairment
Individual Individual
Neither Past due impairment Net Amounts impairment
past due nor but not Individual provision impairment written provision
individually individually  Individually — impairment held as at charge/ off/other held as at
impaired impaired impaired provision Total 1Jan2016 (elease)  movements 31 Dec 2016
$million $million Smillion $million Smillion $million $million $million $million
Industry:
Energy 18,110 287 1,194 (814) 18,777 1,679 288 (1,153) 814
Manufacturing 18,840 477 1,069 644) 19,742 563 259 (178) 644
Financing, insurance and non-banking 40,425 314 903 409) 41,233 423 63 (77) 409
Transport, telecom and utilities 15,032 176 509 (218) 15,499 519 13 414 218
Food and household products 9,562 253 798 (661) 10,052 373 215 27) 561
Commercial real estate 10,920 323 74 (33 11,284 20 14 1) 33
Mining and quarrying 7,326 149 1,489 (1,140) 7,824 854 230 56 1,140
Consumer durables 8,854 122 917 (623) 9,370 426 394 (297) 523
Construction 3,348 69 952 (653) 3,816 332 258 (37) 553
Trading companies & distributors 2,098 94 507 (3100 2,389 320 67 (77) 310
Government 6,313 - 2 - 6,315 - - - -
Other 4,484 85 252 (195) 4,626 174 59 (38) 195
Retail Products:
Mortgage 72,071 1,296 244 (104) 73,507 125 26 47) 104
CCPL and other unsecured lending 15,262 669 15 (140) 16,206 195 458 (513) 140
Auto 600 38 - - 638 - 1 ™ -
Secured wealth products 10,757 46 281 4 11,080 4 64 64 4
Other 4,020 150 74 (19) 4,225 16 45 42 19
Loans and advances to customers 248,022 4,548 9,680 (5,667) 256,583
Individual impairment provision 6,023 2,554 2,910) 5,667
Portfolio impairment provision (©687) 657 53 23) 687
Total 255,896 6,680 2,607 (2,933 6,354
Loans and advances to banks 74,214 456 163 (163) 74,670 - - - -
Individual impairment provision 163 - - 163
Portfolio impairment provision ©] 1 - - 1
Total 74,669 164 - - 164
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Problem credit management

and provisioning

Impairments

At a Group level, total loan impairment
including the liquidation portfolio was
$1,362 million, representing 50 basis
points (bps) of average customer loans
and advances, down from $2,791 million
(107 bps) in 2016.

Loan impairment in the Group’s ongoing
business improved from the elevated levels
seen in 2015 and 2016. The ongoing
business loan impairment of $1,200 million
in 2017 is significantly lower than in
previous years (2016: $2,382 million,

2015: $2,381 million).

The ongoing business loan impairment in
Corporate & Institutional Banking decreased
to $657 million in 2017 (2016: $1,401 million).
This was due to lower loan impairment in the
commodities and diamond and jewellery
sectors. Loan impairment in 2017 was
primarily driven by a small number of India
related exposures, with ASEAN & South
Asia contributing to 60 per cent of the

total Corporate & Institutional Banking
impairment charge.

Commercial Banking ongoing business loan
impairment fell by 66 per cent to $168 million
in 2017 (2016: $491 million). This was driven
by lower losses across all regions, reflecting
improvements in credit and account
management, but the Group remains
vigilant of emerging risks.

By industry, loan impairment related to

the commodiities sector has decreased
significantly. Total commodities (excluding oil
and gas related exposures) loan impairment
for Corporate & Institutional Banking and
Commercial Banking fell to $18 million
(2016: $536 milion).

In India, ongoing business loan impairment
in Corporate & Institutional Banking was
down 32 per cent to $193 million (2016:
$284 million) mainly due to reductions in the
commodities sector. Commercial Banking
ongoing business loan impairment in India
decreased by 64 per cent to $37 million
(2016: $103 million).

Retail Banking loan impairment reduced by
24 per cent to $374 million in 2017, (2016:
$489 million), driven by improved portfolio
performance and the implementation of the
Risk Decision Framework, although in the
fourth quarter of 2017 we took a one-off
provision of $40 million due to a change

in Personal Debt Rehabilitation Scheme
regulation in Korea. The framework targets
higher quality sustainable growth and lower
volatility in the unsecured asset portfolio.
Improvements have been observed,
particularly in key markets such as Korea,
Hong Kong, Singapore and Malaysia.

During the last quarter of 2017, a net
impairment charge of $57 milion was taken
on the liquidation portfolio bringing the yearly
total to $120 million (2016: $409 million). This
resulted from the resolution of some cases
and other reassessments of realisable value.
Further restructuring impairment also
includes a $30 million impairment relating to
the non-strategic Principal Finance business
in Corporate & Institutional Banking.

The following table provides details of the
impairment charge for the period.

2017 2016
$million $million

Ongoing business portfolio loan impairment
Corporate & Institutional Banking 657 1,401
Retail Banking 374 489
Commercial Banking 168 491
Private Banking 1 1
Impairment on loans and advances and other credit risk provisions 1,200 2,382

Restructuring

Liquidation portfolio 120 409
Others 42 -
Impairment on loans and advances and other credit risk provisions 162 409
Total Loan Impairment 1,362 2,791

Non-performing loans by client segment
Gross NPLs decreased by $1,008 million, or
10 per cent, compared to 2016, as increases
in the ongoing business were more than
offset by planned reductions in the liquidation
portfolio. NPLs in the Corporate & Institutional
Banking liquidation portfolio decreased by
$1,388 million in 2017 to $1,945 miilion (2016:
$3,333 million) on account of loan disposals,
write-offs and repayments.

Corporate & Institutional Banking ongoing
business NPLs increased by $869 million
in 2017 primarily due to the deterioration

of a few accounts in the oil & gas support
services and India. New NPLs were mainly
accounts that had been closely monitored
over a period of time and include a large
exposure that was repaid in full, and some
others that are highly collateralised.

For sectors with previously high NPL
exposures, specifically commaodities and
diamond & jewellery, NPL inflows were muted
in 2017 relative to 2016.

NPLs in Commercial Banking reduced by
$343 million (14 per cent) relative to 2016.
This was largely due to write-offs and
recoveries in India, Hong Kong and the
United Arab Emirates (UAE). Commercial
Banking NPL inflows were down 28 per cent
in 2017 at $460 milion (2016: $642 million).

Gross NPLs in Retail Banking reduced by
11 per cent compared to 2016, benefiting
from the risk decision framework
implemented in 2015.

The movement of gross NPLs to banks and
customers, together with the provisions
held and the respective cover ratios for all
segments, is presented in the next table
(page 134).

Provisions

The Group’s loan loss provisions are
established to recognise incurred impairment
losses either on specific loan assets or within
a portfolio of loans and advances.

Provisions are taken in the form of:
> Individually impaired provisions (lIP);

> Portfolio impairment provisions (PIP), which
cover the inherent losses in the portfolio
that exist at the balance sheet date but
have not yet been individually identified.

Individual impairment provisions
Corporate & Institutional and Commercial
Banking individual impairment provisions
decreased by $493 million and $171 million
respectively in 2017. These were primarily
driven by a reduction of provision charges in
the commodities and diamond and jewellery
sectors, as well as writedowns.

Retail Banking individual impairment provision
as a percentage of loans and advances
remained broadly stable at 0.2 per cent.
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Portfolio impairment provisions

Portfolio impairment provision balances for
the Group have decreased by $222 milion
from 2016 due to reductions in Corporate &
Institutional Banking of $105 million,
Commercial Banking of $67 milion and Retail
Banking of $50 milion. These decreases
were on account of judgemental risk
adjustments to the modelled number which
has now reduced due to improvement in
portfolio credit quality and receipt of expected
repayments in certain stress portfolios.

Cover ratio

The cover ratio measures the proportion
of total impairment provisions to gross
NPLs, and is a metric commonly used in
considering impairment trends. This metric
does not allow for variations in the
composition of NPLs and should be used

in conjunction with other credit risk
information provided, including the level of
collateral cover.

The cover ratio for the Group currently
stands at 65 per cent (2016: 67 per cent).
With collateral, the cover ratio has improved
to 81 per cent (2016: 76 per cent).

The cover ratio for the Group’s ongoing
portfolio has reduced from 69 per cent
in 2016 to 63 per cent in 2017 and with
collateral, the cover ratio improved to
79 per cent from 74 per cent.

By client segment, the cover ratio for
Corporate & Institutional Banking reduced
from 65 per cent to 61 per cent. The cover
ratio including collateral improved from

72 per cent to 77 per cent.

The cover ratio for Commercial Banking
remained relatively flat at 75 per cent and
84 per cent including collateral. The cover
ratio for Retail Banking improved from

85 per cent to 87 per cent, and including
collateral increased from 85 per cent to
89 per cent.

The balance of NPLs not covered by
individual impairment provisions represents
the adjusted value of collateral held and the
Group’s estimate of the net outcome of any
workout or recovery strategy.

Collateral provides risk mitigation to some
degree in all client segments and supports
the credit quality and cover ratio assessments
post impairment provisions. Further
information on collateral is provided in the
Credit risk mitigation section (page 138).

2017
Corporate &
Institutional Retail Commercial Private

Banking Banking Banking Banking Total
$million $million $million $million $million
Gross non-performing loans at 1 January 6,477 547 2,370 294 9,688
Exchange translation differences 86 28 45 4 163
Classified as non-performing during the year 2,316 572 460 20 3,368
Recoveries on loans and advances previously written off 83 16 64 1 164
Additions 2,399 588 524 21 3,532
Transferred to assets held for sale - - - - -
Transferred to performing during the year - 47) (21) (3) (71)
Net repayments (1,145) (130) (362) (104) (1,741)
Amounts written off (888) (481) (400) - (1,769)
Disposals of loans (807) (16) (130) (5) (958)
Other movement (165) - - - (165)
Reductions (3,005) (674) (913) (112) (4,704)
Gross non-performing loans at 31 December 5,957 489 2,026 207 8,679
Individual impairment provisions' (3,468) (215) (1,430) (67) (5,180)
Net non-performing loans 2,489 274 596 140 3,499
Portfolio impairment provision (157) (208) (99) 2) (466)
Total 2,332 66 497 138 3,033
Cover ratio 61% 87% 75% 33% 65%
Collateral ($ million) 1,111 218 277 203 1,809
Cover ratio (after collateral) 77% 89% 84% 100% 81%

Of the above, included in liquidation portfolio:
Gross non-performing loans at 31 December 1,945 - 125 156 2,226
Individual impairment provisions (1,388) - (123) (62) (1,573)
Net non-performing loans 557 - 2 94 653
Cover ratio 71% - 98% 40% 71%
Collateral ($ million) 237 - - 96 333
Cover ratio (after collateral) 84% - 98% 100% 86%

1 The difference to total individual impairment provision reflects provisions against forborne loans that are not included within non-performing loans as they have been performing for

180 days
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2016

2

Corporate & %

Institutional Retalil Commercial Private Q

Banking Banking Banking Banking Total %

$million $million $Smillion $milion $million g

Gross non-performing loans at 1 January 9,128 47 2,559 325 12,759 -
Exchange translation differences 68) (12) (59 @ (141)
Classified as non-performing during the year 1,800 864 642 103 3,409
Recoveries on loans and advances previously written off 13 63 51 - 127
Additions 1,813 927 693 108 3,536
Transferred to assets held for sale - 47) - - 47)

Transferred to performing during the year (39 (147) ©®) - (191) o

Net repayments (2,416) (180) (300) - (2,896) 8

Amounts written off (1,390) (722) 480) (©63) (2,655) %

Disposals of loans (652) (18) 39 ©9) ©678) §

Reductions (4,397) (1,114) (824) (132 (6,467) .
Gross non-performing loans at 31 December 6,476 548 2,369 294 9,687
Individual impairment provisions' (3,961) (209) (1,601) ®) (5,776)
Net non-performing loans 2,515 339 768 289 3,911
Portfolio impairment provision (262) (258) (166) @ (688)

Total 2,253 81 602 287 3,223 3

Cover ratio 65% 85% 75% 2% 67% =

Collateral ($ million) 702 255 358 290 1,605 I_En

Cover ratio (after collateral) 2% 85% 83% 100% 76% f

4

o

Of the above, included in liquidation portfolio: %

Gross non-performing loans at 31 December 3,333 - 213 261 3,807 ,37:'

Individual impairment provisions (2,267) - (154) - (2,421) E

Net non-performing loans 1,066 - 59 261 1,386 E
Cover ratio 68% - 72% - 64%
Collateral ($ million) 356 - - 261 617
Cover ratio (after collateral, excluding PIP) 79% - 72% 100% 80%

1 The difference to total individual impairment provision reflects provisions against forborne loans that are not included within non-performing loans as they have been performing for
180 days

Non-performing loans by geographic region

Gross non-performing loans decreased by $1,008 million compared to 2016. The largest reductions were observed in the ASEAN & South Asia

($763 million) and Greater China & North Asia ($275 million) regions, primarily driven by planned reductions in the liquidation portfolio.
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The following tables present a breakdown of total non-performing loans to banks and customers by geographic regions:

2017
Greater China & ASEAN & Africa & Europe &

North Asia South Asia Middle East Americas Total %)
$million $million $million $million $million é
Loans and advances g
Gross non-performing 895 3,948 2,692 1,144 8,679 %
Individual impairment provisions' (396) (2,389) (1,675) (720) (5,180) §
Non-performing loans net of individual impairment provision 499 1,559 1,017 424 3,499 g
Portfolio impairment provision (129) (180) (121) (36) (466) %
Net non-performing loans and advances 370 1,379 896 388 3,033 :

Cover ratio 59% 65% 67% 66% 65%

1 The difference to total individual impairment provision reflects provisions against forborne loans that are not included within non-performing loans as they have been performing for
180 days
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2016
Greater China & ASEAN & Africa & Europe &
North Asia South Asia Middle East Americas Total
$milion $million Smillion Smillion $milion
Loans and advances
Gross non-performing 1,170 4,711 2,739 1,067 9,687
Individual impairment provision' (600) (2,659) (1,847) ©670) (5,776)
Non-performing loans net of individual impairment provision 570 2,052 892 397 3,911
Portfolio impairment provision (198) (236) (128) (126) (688)
Net non-performing loans and advances 372 1,816 764 271 3,223
Cover ratio 68% 61% 2% 75% 67%

1 The difference to total individual impairment provision reflects provisions against forborne loans that are not included within non-performing loans as they have been performing for
180 days

Individual and portfolio impairment provision
The present value of estimated future cashflows, discounted at the asset’s original effective interest rate, is used to determine the amount of any
impairment. In the case of the liquidation portfolio, the effect and timing of the disposal strategy is included in the estimate of future cashflows.

The reduction in individual impairment provisions is predominantly due to write offs from the liquidation portfolio.

The portfolio impairment provisions reduced primarily due to an improvement in overall portfolio credit quality and receipt of expected
repayments in certain stress portfolios.

Amounts written off are significantly lower although this is due to 2016 seeing elevated levels in the liquidation portfolio and ongoing business,
mainly in India.

2017 2016
Individual Portfolio Individual Portfolio
impairment impairment impairment impairment
provisions provisions Total provisions provisions Total
$million $million $million $million Smillion $milion
Provisions held at 1 January 5,830 688 6,518 6,186 658 6,844
Exchange translation differences 102 14 116 68) ©) (77)
Amounts written off (2,160) - (2,160) (2,745) - (2,745)
Releases of acquisition fair values (1) - (1) - - -
Recoveries of amounts previously written off 234 - 234 177 - 177
Discount unwind (83) - (83) (287) - (287)
Transferred to assets held for sale 6) 3 (3) (16) (13) (29
Disposal of business units - - - - - -
New provisions — restructuring 162 - 162 409 - 409
New provisions — excluding restructuring 2,094 57 2,151 2,682 205 2,787
New provisions 2,256 57 2,313 2,991 205 3,196
Recoveries/provisions no longer required (652) (296) (948) 438) (153) (591)
Net impairment charge/(releases) against

profit 1,604 (239) 1,365 2,553 52 2,605
Other movements (279) - (279) 30 - 30
Provisions held at 31 December 5,241 466 5,707 5,830 688 6,518
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Individually impaired loans by client segment

Gross individually impaired loans decreased by 10 per cent in 2017, primarily driven by the Corporate & Institutional Banking segment which fg’j
reduced by $519 million on account of loan disposals and settlements, mainly in the ASEAN & South Asia region. %
Gross impaired loans in the Retail Banking book have shown modest improvement with a decrease of 3 per cent year-on-year. ;g
The following table shows the movement of individually impaired loans and provisions for each client segment: o
2017
Corporate &
Institutional Retail Commercial Private

Banking Banking Banking Banking Total

$million $million $million $million $million

Gross impaired loans at 1 January 6,476 720 2,353 294 9,843
Exchange translation differences 87 48 45 4 184 -
Classified as individually impaired during the year 2,293 421 380 20 3,114 )
Transferred to not impaired during the year - (31) (21) (3) (55) g
Other movements' (2,899) (463) (730) (108) (4,200) 8
Gross impaired loans at 31 December 5,957 695 2,027 207 8,886 =

Provisions held at 1 January 3,961 262 1,602 5 5,830

Exchange translation differences 55 15 31 1 102

Amounts written off (1,139) (577) (444) - (2,160)

Releases of acquisition fair values (1) - - - (1)
Recoveries of amounts previously written off 27 153 22 32 234 )
Discount unwind @1) 23) (19) - 83) 2
Disposal of business units - (6) - - (6) ﬁ
New provisions 1,197 669 327 63 2,256 g
Recoveries/provisions no longer required (314) (218) (86) (34) (652) %
Net individual impairment charge against profit 883 451 241 29 1,604 %
Other movements? (277) - (2) - (279) r;:'
Individual impairment provisions held at 31 December 3,468 275 1,431 67 5,241 o
Net individually impaired loans 2,489 420 596 140 3,645 i

2016

Corporate & é-!
Institutional Retalil Commercial Private 2
Banking Banking Banking Banking Total o
$million $million $million $million $million g
Gross impaired loans at 1 January 9,128 831 2,546 325 12,830 g
Exchange translation differences (75) (1) (59) ©] (146) %

Classified as individually impaired during the year 1,801 769 573 103 3,246

Transferred to not impaired during the year (39 (87) @ - (128)

Other movements' (4,339) (782) (705) (133) (5,959)

Gross impaired loans at 31 December 6,476 720 2,353 294 9,843
Provisions held at 1 January 4,230 337 1,616 3 6,186 %)
Exchange translation differences (77) [©) 12 - 68) g
Amounts written off (1,439) (722) (520) 64) (2,745) %
Recoveries of amounts previously written off 8 164 5 - 177 §
Discount unwind (230) (26) (31) - (287) g
Transferred to assets held for sale - (16) - - (16) %
New provisions 1,574 763 587 67 2,991 :

Recoveries/provisions no longer required (134) (235) 68) ©] 438)

Net individual impairment charge against profit 1,440 528 519 66 2,553

Other movements? 29 - 1 - 30

Individual impairment provisions held at 31 December 3,961 262 1,602 5 5,830

Net individually impaired loans 2,515 458 751 289 4,013

1 Other movements include repayments, amounts written off and disposals of loans

2 Other movements include provisions for liabilities and charges that have been drawn down and are now part of loan impairment
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Credit risk mitigation

Potential credit losses from any given
account, customer or portfolio are mitigated
using a range of tools such as collateral,
netting arrangements, credit insurance

and credit derivatives, taking into account
expected volatility and guarantees.

The reliance that can be placed on these
mitigants is carefully assessed in light of
issues such as legal certainty and
enforceability, market valuation correlation
and counterparty risk of the guarantor. Our
overall approach to credit risk mitigation is
further discussed in Risk Management
Approach (page 165).

Collateral

The requirement for collateral is not a
substitute for the ability to pay, which is the
primary consideration for any lending
decisions. As a result of reinforcing our
collateralisation requirements, the fair value
of collateral held as a percentage of amount
outstanding has remained stable in 2017.

The unadjusted market value of collateral
across all asset types, in respect of Corporate
& Institutional Banking and Commercial
Banking, without adjusting for over-
collateralisation, was $247 billion (2016:

$229 billion).

The collateral values in the table below are
adjusted where appropriate in accordance
with our risk mitigation policy and for the
effect of over-collateralisation. 47 per cent of
clients that have placed collateral with the
Group are over-collateralised. The average
amount of over-collateralisation is 41 per cent.

\We have remained conservative in the way
we assess the value of collateral, which is
calibrated for a severe downturn and
back-tested against our prior experience.

On average, across all types of non-cash
collateral, the value ascribed is approximately
half of its current market value. Collateral held
against Corporate & Institutional Banking and
Commercial Banking exposures amounted to
$77 billion (2016: $64 billion).

In the Retail Banking and Private Banking
segments, a secured loan is one where the
borrower pledges an asset as collateral of
which the Group is able to take possession
in the event that the borrower defaults.

The collateral level for Retail Banking has
increased by $3.2 billion in 2017.

For loans and advances to customers and
banks (including those held at fair value
through profit or loss), the table below sets
out the fair value of collateral held by the
Group, adjusted where appropriate in
accordance with the risk mitigation

policy as outlined in Risk Management
Approach (page 165) and for the effect

of over-collateralisation.

Maximum exposure Collateral Net expsoure'?
Past due Past due Past due
but not but not but not
individually Individually individually Individually individually Individually
impaired impaired impaired impaired impaired impaired
Total loans loans Total loans loans Total loans loans
$million $million $million $million $million $million $million $million $million
As at 31 December 2017
Corporate & Institutional
Banking 193,442 1,455 5,957 70,499 160 1,111 122,943 1,295 4,846
Retail Banking 103,371 2,114 695 76,543 1,514 218 26,828 600 477
Commercial Banking 29,602 483 2,027 6,570 247 277 23,032 236 1,750
Private Banking 13,359 85 207 9,296 82 203 4,063 3 4
Central & other items 27,570 2 - 5,339 - - 22,231 2 -
Total 367,344 4,139 8,886 168,247 2,003 1,809 199,097 2,136 7,077
As at 31 December 2016
Corporate & Institutional
Banking 174,877 2,105 6,476 57,378 93 702 117,499 2,012 5,774
Retail Banking 93,846 2,102 720 73,352 1,627 255 20,494 575 465
Commercial Banking 25,042 700 2,353 7,084 393 358 17,958 307 1,995
Private Banking 11,926 97 294 7,584 94 290 4,342 3 4
Central & other items 25,562 - - 5912 - - 19,650 - -
Total 331,253 5,004 9,843 151,310 2,107 1,605 179,943 2,897 8,238

1 Includes loans held at fair value through profit or loss

2 Includes loans and advances
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Corporate & Institutional Banking and
Commercial Banking

Collateral held against Corporate &
Institutional Banking and Commercial
Banking exposures amounted to $77 bilion
(2016: $64 bilion). The increase of $13 billion
was primarily in reverse repurchase (repo)
collateral due to increased liquidity
management activity by the Group. The
proportion of investment grade securities in
reverse repos collateral has increased from
85 per cent in 2016 to 96 per cent in 2017.
The average residual maturity of the reverse
repo collateral is 8.3 years.

Collateral taken for longer-term and sub-
investment grade Corporate loans continues
to be high at 55 per cent (2016: 55 per cent).

Our underwriting standards encourage
taking specific charges on assets and we
consistently seek high quality, investment
grade collateral. 27 per cent of collateral held
comprises physical assets or is property-
based (2016: 29 per cent), with the remainder
largely in cash and investment securities.

Non-tangible collateral such as guarantees
and standby letters of credit may also be
held against corporate exposures, although

the financial effect of this type of collateral

is less significant in terms of recoveries.
However, this type of collateral is considered
when determining probability of default and
other credit-related factors. Collateral is also
held against off-balance sheet exposures,
including undrawn commitments and
trade-related instruments.

The following table provides an analysis of the
types of collateral held against Corporate &
Institutional Banking and Commercial
Banking loan exposures.

2017 2016

Corporate & Institutional Banking $million $million
Maximum exposure 193,442 174,877
Property 7,014 5,920
Plant, machinery and other stock 3,612 3,574
Cash 5,742 7,778
Reverse repos 49,736 35,930
AAA 1,027 327
A-to AA+ 40,421 27,660
BBB- to BBB+ 6,448 2,657
Lower than BBB- 915 854
Unrated 925 4,432
Commodities 162 772
Ships and aircraft 4,233 3,404
Total value of collateral 70,499 57,378
Net exposure 122,943 117,499
2017 2016

Commercial Banking $million $million
Maximum exposure 29,602 25,042
Property 4,642 4,843
Plant, machinery and other stock 767 935
Cash 923 1,064
Reverse repos - -
AAA - -
A-to AA+ - -
BBB- to BBB+ - -
Lower than BBB- - -
Unrated - -
Commodities 4 4
Ships and aircraft 234 238
Total value of collateral 6,570 7,084
Net exposure 23,032 17,958
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Retail Banking and Private Banking

In Retail Banking and Private Banking,

84 per cent of the portfolio is fully secured.
The proportion of unsecured loans remains
unchanged at 15 per cent.

LTV ratios measure the ratio of the current
mortgage outstanding to the current fair value
of the properties on which they are secured.

In mortgages the value of property held as
security significantly exceeds the value of

mortgage loans. The average LTV of the
overall mortgage portfolio is less than

47 per cent, a decrease from the end of 2016

(49 per cent). Hong Kong, which represents
37 per cent of the Retail Banking mortgage

portfolio has an average LTV of 38.6 per cent.

All of our other key markets continue to have

low portfolio LTVs, with Korea, Singapore and

Taiwan at 48.0 per cent, 59.5 per cent and
50.4 per cent respectively.

An analysis of LTV ratios by geography for
the mortgage portfolio is presented in the
mortgage LTV ratios by geography table

below.

The following table presents an analysis
of loans to individuals by product split

between fully secured, partially secured
and unsecured.

2017 2016
Fully Partially Fully Partially
secured secured Unsecured Total' secured secured Unsecured Total'
$million $million $million $million $million $million $million $milion
Maximum exposure 97,523 1,301 17,750 116,574 88,450 1,632 15,574 105,656
Loans to individuals
Mortgages 78,755 23 - 78,778 73,484 23 - 73,507
CCPL 240 86 17,209 17,535 360 690 15,156 16,206
Auto 630 - 3 633 635 - 3 638
Secured wealth products 13,903 156 95 14,154 11,036 44 - 11,080
Other 3,995 1,036 443 5,474 2,935 875 415 4,225
Total collateral 85,839 80,936
Net exposure 30,735 24,720
Percentage of total loans 84% 1% 15% 83% 2% 15%
1 Amounts net of individual impairment provisions
Mortgage loan-to-value ratios by geography
The following table provides an analysis of LTV ratios by region for the mortgages portfolio:
2017
Greater China & ASEAN & Africa & Europe &
North Asia South Asia Middle East Americas Total
% % % % %
Less than 50 per cent 62.9 36.1 21.6 28.4 54.7
50 per cent to 59 per cent 16.4 17.5 16.9 23.4 16.8
60 per cent to 69 per cent 15.3 18.7 22.6 31.4 16.6
70 per cent to 79 per cent 4.5 22.8 20.8 13.7 9.5
80 per cent to 89 per cent 0.7 4.3 11.2 2.0 1.9
90 per cent to 99 per cent 0.1 0.3 3.9 0.4 0.3
100 per cent and greater 0.1 0.3 3.0 0.8 0.2
Average portfolio loan-to-value 43.5 55.0 63.9 521 46.8
Loans to individuals — mortgages ($million) 54,609 20,105 2,279 1,785 78,778
2016
Greater China & ASEAN & Africa & Europe &
North Asia South Asia Middle East Americas Total
% % % % %
Less than 50 per cent 559 36.9 22.3 36.7 499
50 per cent to 59 per cent 18.2 16.8 16.9 374 181
60 per cent to 69 per cent 17.3 18.8 20.5 16.2 17.8
70 per cent to 79 per cent 6.4 176 20.7 8.3 9.7
80 per cent to 89 per cent 1.9 8.8 1.3 0.9 3.9
90 per cent to 99 per cent 0.2 0.7 4.2 0.5 0.5
100 per cent and greater 0.1 04 41 - 0.3
Average portfolio loan-to-value 46.6 54.7 64.9 44.4 49.0
Loans to individuals — mortgages ($million) 51,219 18,903 2,245 1,140 73,507

Standard Chartered
Annual Report 2017



Collateral and other credit enhancements
possessed or called upon

The Group obtains assets by taking
possession of collateral or calling upon other
credit enhancements (such as guarantees).
Repossessed properties are sold in an
orderly fashion. Where the proceeds are

in excess of the outstanding loan balance the
excess is returned to the borrower. Certain
equity securities acquired may be held by

the Group for investment purposes and are
classified as available-for-sale, and the related
loan written off.

The carrying value of collateral possessed
and held by the Group as at 31 December
2017 is $24.1 million (2016: $51.1 million).

The decrease in collateral value is largely due
to the reduction in cash collateral following
utilisation to settle customer outstanding.

2017 2016

$million $million

Property, plant and equipment 14.9 13.0
Equity shares 0.2 01
Guarantees 4.0 1.5
Cash 4.6 261
Other 0.4 04
Total 241 511

Other credit risk mitigation
Other forms of credit risk mitigation are set
out below.

Secuiritisation

The Group has transferred to third-parties
by way of securitisation, the rights to any
collection of principal and interest on client
loan assets with a face value of $11 milion
(2016: $21 milion). The Group continues to
recognise these assets in addition to the
proceeds and related liability of $13 million
(2016: $15 million) arising from the
securitisations. The Group considers the
above client loan assets to be encumbered.
Further details of encumbered assets are
provided in the Encumbered assets section
(pages 153 to 154).

Credit default swaps

The Group has entered into credit default
swaps for portfolio management purposes,
referencing loan assets with a notional value
of $16 billion (2016: $17.5 billion). These
credit default swaps are accounted for as
guarantees as they meet the accounting
requirements set out in International
Accounting Standards (IAS) 39. The Group
continues to hold the underlying assets
referenced in the credit default swaps and it
continues to be exposed to related credit and
foreign exchange risk on these assets.

Derivatives financial instruments

The Group enters into master netting
agreements, which in the event of default
result in a single amount owed by or to the
counterparty through netting the sum of
the positive and negative mark-to-market
values of applicable derivative transactions.
The value of exposure under master netting
agreements is $29,135 million (2016:
$40,391 million).

In addition, we enter into credit support
annexes (CSAs) with counterparties where
collateral is deemed a necessary or desirable
mitigant to the exposure. Cash collateral
includes collateral called under a variation
margin process from counterparties if total
uncollateralised mark-to-market exposure
exceeds the threshold and minimum transfer
amount specified in the CSA. With certain
counterparties, the CSA is reciprocal and
requires us to post collateral if the overall
mark-to-market values of positions are in the
counterparty’s favour and exceed an agreed
threshold. The Group holds $6,562 million
(2016: $7,280 million) under CSAs.

Off-balance sheet exposures

For certain types of exposures, such as
letters of credit and guarantees, the Group
obtains collateral such as cash depending
on internal credit risk assessments, as well
as in the case of letters of credit holding legal
title to the underlying assets should a default
take place.

1iodau o1691ENS

1Jodai sio10841q

)
)
=
e
m
s
m
2
>
4
S
o
>
3
i
r
X
m
s
m
=

SjusLWale]S [BIOUBUIS

uonewJoyul Arejusws|ddng

141



142

RISK REVIEW Risk profile

Other portfolio analysis

This section provides maturity analysis by
business segment and industry and Retail
Products analysis by region.

Maturity analysis by client segment
The loans and advances to the Corporate &
Institutional Banking and Commercial
Banking segments remain predominantly

short-term, with 70 per cent of loans and
advances to customers in the segments
maturing in less than one year, a decrease
compared to December 2016. 96 per cent of
loans to banks mature in less than one year.
Shorter maturity gives us the flexibility to
respond promptly to events and rebalance or
reduce our exposure to clients or sectors that
are facing increased pressure or uncertainty.

The Private Banking loan book also
demonstrates a short-term bias, typical
for loans that are secured on wealth
management assets.

The Retail Banking loan book continues to be
longer-term in nature with 60 per cent of the
loans maturing over five years as mortgages
constitute the majority of the Retail Banking
loan book.

2017
Oneyearorless One tofive years Over five years Total
$million $million $million $million
Corporate & Institutional Banking 90,613 31,827 9,454 131,894
Retail Banking 24,200 17,341 61,680 103,221
Commercial Banking 21,683 5,293 1,231 28,207
Private Banking 12,407 270 676 13,353
Central & other items 9,335 6 2 9,343
Loans and advances to customers net of individual impairment provision 158,238 54,737 73,043 286,018
Portfolio impairment provision (465)
Net loans and advances to customers 285,553
Net loans and advances to banks 77,739 2,974 612 81,325
2016
One year or less One to five years Over five years Total
$million Smillion Smillion $milion
Corporate & Institutional Banking 84,199 29,919 8,374 122,492
Retail Banking 15,510 16,725 61,511 93,746
Commercial Banking 19,125 4,048 1,006 24179
Private Banking 10,802 249 859 11,910
Central & other items 4,215 39 2 4,256
Loans and advances to customers net of individual impairment provision 133,851 50,980 71,752 256,583
Portfolio impairment provision ©687)
Net loans and advances to customers 255,896
Net loans and advances to banks 71,867 2,644 158 74,669

Industry and Retail Products analysis by
geographic region

This section provides analysis of the Group’s
loan portfolio by Industry and Region.

In the Corporate & Institutional Banking and
Commercial Banking segments our largest
industry exposure is financing, insurance and
non-banking, which constitutes 27 per cent
of Corporate & Institutional Banking and
Commercial Banking loans and advances to
customers (2016: 27 per cent). Lending to
financing, insurance and non-banking clients
is mostly to investment grade institutions
and is part of the liquidity management of
the Group.

Standard Chartered
Annual Report 2017

The manufacturing sector makes up

13 per cent of the Corporate & Institutional
Banking and Commercial Banking loans

and advances (2016: 13 per cent). The
manufacturing industry group is spread
across a diverse range of industries, including
automobiles and components, capital goods,
pharmaceuticals, biotech and life sciences,
technology hardware and equipment,
chemicals, paper products and packaging,
with lending spread over 3,900 clients.

Loans and advances to the energy sector
have remained stable and constitute

11 per cent (2016: 12 per cent) of total loans
and advances to Corporate & Institutional
Banking and Commercial Banking. The
energy sector lending is spread across

five subsectors and over 350 clients.

The Group provides loans to commercial real
estate (CRE) counterparties of $15.1 bilion
(2016: $11.3 billion), which represents

5 per cent of total customer loans and
advances. In total, $8.0 billion of this lending
is to counterparties where the source of
repayment is substantially derived from rental
or sale of real estate and is secured by real
estate collateral. The remaining CRE loans
comprise working capital loans to real

estate corporates, loans with non-property
collateral, unsecured loans and loans to real
estate entities of diversified conglomerates.
The average LTV ratio of the commercial real
estate (CRE) portfolio has increased to

41 per cent, compared with 39 per cent in
2016. The proportion of loans with an LTV
greater than 80 per cent has remained at

1 per cent during the same period.

Credit cards and personal loans (CCPL)
and other unsecured lending of total Retail
Products loans and advances remains
broadly stable at 15 per cent.



2017

Greater China & ASEAN & Africa & Europe &
North Asia South Asia Middle East Americas Total
$million $million $million $million $million
Industry:
Energy 2,855 6,097 3,303 6,289 18,544
Manufacturing 10,919 6,685 3,221 1,906 22,731
Financing, insurance and non-banking 8,213 6,421 1,308 29,042 44,984
Transport, telecom and utilities 6,456 3,965 4,707 1,036 16,164
Food and household products 2,174 4,126 2,577 1,179 10,056
Commercial real estate 8,429 5,169 1,479 62 15,139
Mining and quarrying 2,079 2,903 1,089 570 6,641
Consumer durables 4,432 2,544 1,300 790 9,066
Construction 989 1,118 1,358 238 3,703
Trading companies and distributors 1,192 573 432 128 2,325
Government 4,864 6,728 1,430 1,398 14,420
Other 1,839 2,174 1,075 583 5,671
Retail Products:
Mortgages 54,609 20,105 2,279 1,785 78,778
CCPL and other unsecured lending 10,175 4,336 3,022 2 17,535
Auto - 399 234 - 633
Secured wealth products 5,278 7,005 213 1,658 14,154
Other 2,365 2,410 696 3 5,474
126,868 82,758 29,723 46,669 286,018
Portfolio impairment provision (129) (179) (121) (36) (465)
Total loans and advances to customers 126,739 82,579 29,602 46,633 285,553
Total loans and advances to banks 33,226 16,523 7,428 24,148 81,325
2016
Greater China & ASEAN & Africa & Europe &
North Asia South Asia Middle East Americas Total
$million $million Smillion $million $million
Industry:
Energy 2,781 5,334 4,076 6,586 18,777
Manufacturing 8,807 5,944 3,161 1,830 19,742
Financing, insurance and non-banking 7,959 5,007 1,451 26,816 41,233
Transport, telecom and utilities 5,562 4570 3,659 1,708 15,499
Food and household products 1,932 4,624 2,408 1,088 10,052
Commercial real estate 5,580 4,555 1,122 27 11,284
Mining and quarrying 2,063 3,568 1,234 959 7,824
Consumer durables 4,356 2,321 1,432 1,261 9,370
Construction 1,027 1,313 1,392 84 3,816
Trading companies and distributors 938 535 657 259 2,389
Government 2,290 3,053 468 504 6,315
Other 1,437 1,644 1,015 530 4,626
Retail Products:
Mortgages 51,219 18,903 2,245 1,140 73,507
CCPL and other unsecured lending 9,265 3,838 3,012 91 16,206
Auto - 315 323 - 638
Secured wealth products 3,725 5,965 90 1,300 11,080
Other 1,790 1,908 522 5 4,225
110,731 73,397 28,267 44188 256,583
Portfolio impairment provision (198) (236) (127) (126) (©687)
Total loans and advances to customers 110,533 73,161 28,140 44,062 255,896
Total loans and advances to banks 32,239 14,739 7,552 20,139 74,669
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RISK REVIEW Risk profile

Selected portfolios
Debt securities and other eligible bills

This section provides further detail on debt securities and treasury bills and asset backed securities.

Debt securities and other eligible bills are analysed as follows:

2017 2016
Debt securities Debt securities
and other and other
eligible bills eligible bills
$million $million
Net impaired securities:
Impaired securities 421 406
Impairment (376) 400)
45 6
Securities neither past due nor impaired:
AAA 35,937 44,815
AA-to AA+ 51,914 34,112
A-to A+ 13,305 15,316
BBB- to BBB+ 17,498 12,598
Lower than BBB- 5,333 5,361
Unrated 11,810 9,040
135,797 121,242
Total 135,842 121,248
Of which:
Assets at fair value
Trading 19,318 13,310
Designated at fair value 393 354
Available-for-sale 109,161 104,308
128,872 117,972
Assets at amortised cost
Loans and receivables 2,630 3,106
Held-to-maturity 4,340 170
6,970 3,276
Total 135,842 121,248

The above table analyses debt securities and
treasury bills that are neither past due nor
impaired by external credit rating.

The standard credit ratings used by the
Group are those used by Standard & Poor’s
or its equivalent. Debt securities held that
have a short-term rating are reported
against the long-term rating of the issuer.

For securities that are unrated, the Group
applies an internal credit rating, as described
under the credit rating and measurement
section (page 166).

Standard Chartered
Annual Report 2017

Net impaired debt securities increased during
the year, primarily due to a new impairment
in Singapore.

Debt securities in the AAA rating category
decreased during the year by $8.9 billion to
$35.9 bilion, mainly driven by a downgrade
of UK-held Treasury Bills to the AA- to AA+
rating category. The resulting increase in
the AA- to AA+ rating category was further
enhanced by the purchase of government
securities in Asia.

Unrated securities have primarily related
to corporate issuers, but during 2017
the Group also purchased unrated
government securities.

Using internal credit ratings, $9,109 milion
(2016: $7,013 million) of these securities
are considered to be equivalent to
investment grade.



Asset backed securities (unaudited)

Total exposures to asset backed securities %
2017 2016 g
Percentage Percentage §
of notional of notional '§
value of Carrying value of Carrying =
portfolio Notional value Fair value' portfolio Notional value Fair value'
$million $million $million $million $million $milion $million $million
Residential mortgage backed securities
(RVMBS)? 44% 2,814 2,812 2,812 37% 2,248 2,248 2,244
Collateralised debt obligations (CDOs) 1% 75 70 69 0% 28 8 7
Commercial mortgage backed securities
(CMBS) 1% 63 29 29 1% 50 19 18
Other asset backed securities (other ABS)® 54% 3,518 3,517 3,519 62% 3,717 3,716 3,716 %
100% 6,470 6,428 6,429 100% 6,043 5,991 5,985 %
Of which included within: ;
Financial assets held at fair value through §
profit or loss 14% 887 885 885 3% 172 172 172
Investment securities — available-for-sale 64% 4145 4,106 4109 72% 4,380 4,331 4,331
Investment securities — loans and receivables 22% 1,438 1,437 1,435 25% 1,491 1,488 1,482
100% 6,470 6,428 6,429 100% 6,043 5,991 5,985

1 Fair value reflects the value of the entire portfolio, including assets redesignated to loans and receivables.
2 RMBS includes Other UK, Dutch, Australia and Korea RMBS

3 Other asset backed securities includes auto loans, credit cards, student loans, future flows and trade receivables

The carrying value of asset-backed securities ~ Other ABS includes Auto ABS, comprising
(ABS) represents 1 per cent (2016: 1 per cent) 30 per cent of the overall portfolio, and
of the Group’s total assets. credit card ABS (13 per cent); both maintain

) . ' a weighted average credit rating of AAA.
The C.red't quality (.Jf the ABS portfolio The balance of Other ABS mainly includes
remains strong, with over 99 per cent of the " A

) . securities backed by diversified payment

overall portfolio rated investment grade, and

68 per cent of the overall portfolio is rated rights, and receivables ABS.
as AAA. The portfolio is broadly diversified

across asset classes and geographies, with

an average credit grade of AA. Residential

mortgage-backed securities (RMBS) make

up 43 per cent of the overall portfolio and

have a weighted averaged credit rating of

AAA (AAAIn 2016).
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RISK REVIEW Risk profile

Country risk (unaudited)

Country risk is defined as the potential for
default or losses due to political or economic
events in a country. A key component of
Country Risk is Country cross-border risk,
which is the risk that the Group will be unable
to obtain payment from counterparties on
their contractual obligations as a result of
actions taken by foreign governments, chiefly
relating to convertibility and transferability of
foreign currency.

The profile of the Group’s country cross-
border exposures as at 31 December 2017
remained consistent with its strategic
focus on core franchise countries, and

with the scale of the larger markets in
which it operates.

Country cross-border exposure to China
remains predominantly short-term;

87 per cent of exposure had a tenor of less
than 12 months. During 2017, the Group’s

China

us

Hong Kong
Singapore

South Korea

India

United Arab Emirates
Germany

Japan

cross-border exposure to China from lending
and trade finance increased, driven by robust
economic growth in China and support

to China’s Belt and Road initiative. The
significant increase in China cross-border
exposure was predominantly short-term

in tenor and related to trade and lending
facilities as well as interbank placements

with strategic clients.

Country cross-border risk exposure to Hong
Kong declined during 2017 with a reduction
in exposure from liquidity management
activity, interbank placements, and corporate
business loans.

The increase in cross border exposure to
South Korea in 2017 reflects an expansion
of export volumes and improved economic
growth compared to the previous year.

The overall size of cross-border exposure to
India reflects the size of the Group’s franchise
in the country, and the facilitation of overseas

2017
Less than More than

one year one year Total
$million $million $million
40,351 6,204 46,555
10,068 9,524 19,592
11,685 7,867 19,553
13,555 5,955 19,510
14,513 4,331 18,844
11,687 5,819 17,506
7,932 8,341 16,272
3,022 4,505 7,527
5,272 1,565 6,827

investment and trade flows supported by
parent companies in India. The increase in
India cross-border exposure relates to new
or expanded arrangements with chosen
counterparties and product categories that
are accretive to the India franchise.

Cross-border exposure to developed
countries in which the Group does not have
amajor presence predominantly relates to
short-dated money market treasury and
liquidity management activities, which can
change significantly from period to period.
Exposure also represents global corporate
business for customers with interests in our
footprint. This is a key factor explaining the
significant cross-border exposure to the US,
Japan and Germany.

The table below, which is based on the
Group’s internal country cross-border risk
reporting requirements, shows cross-
border exposures that exceed 1 per cent
of total assets.

2016

Less than More than
one year one year Total
Smillion Smillion $milion
29,727 4,414 34,142
9,675 10,255 19,930
15,517 7,738 23,255
15,101 5,086 20,187
11,436 5124 16,559
9,280 4,589 13,869
7,623 7,730 15,253
2,600 3,536 6,136
8,625 1,669 10,294

1 2016 cross-border exposure data has been restated as a result of a recalibration and enhancement to the internal methodology for reporting country cross-border risk. Methodology
changes have been implemented in line with BCBS239 principles.

Standard Chartered
Annual Report 2017



Market risk

Market risk is the potential for loss of
economic value due to adverse changes in
financial market rates or prices. The Group’s
exposure to market risk arises predominantly
from the following sources:

> Trading book: The Group provides clients
access to financial markets, the facilitation
of which entails the Group taking moderate
market risk positions. All trading teams
support client activity; there are no
proprietary trading teams. Hence, income
earned from market risk-related activities
is primarily driven by the volume of client
activity rather than risk-taking

> Non-trading book:

- The Treasury Markets desk is required
to hold a liquid assets buffer much of
which is held in high-quality marketable
debt securities

Daily value at risk (VaR at 97.5%, one day)

- The Group has capital invested and
related income streams denominated in
currencies other than US dollars. To the
extent that these are not hedged, the
Group is subject to structural foreign
exchange risk which is reflected in
reserves

A summary of our current policies and
practices regarding market risk management
is provided in the Principal Risks section
(page 169).

The primary categories of market risk for the
Group are:

> Interest rate risk: arising from changes in
yield curves, credit spreads and implied
volatilities on interest rate options

> Currency exchange rate risk: arising from
changes in exchange rates and implied
volatilities on foreign exchange options

> Commodity price risk: arising from
changes in commodity prices and implied
volatilities on commaodity options; covering
energy, precious metals, base metals and
agriculture

> Credit spread risk: arising from changes in
the credit spread of the Group’s derivative
counterparties through CVA accounting.

Market risk changes

The average level of total trading and
non-trading VaR in 2017 was 19 per cent
lower than in 2016 and the actual level of total
VaR as at year end 2017 was 25 per cent
lower than in 2016. These declines were
driven by reduced market volatility in the
historical time series. In 2016 the VaR had
been elevated by events such as the
devaluation of the Chinese renminbi in August
2015 and uncertainty about the timing of
anticipated US interest rate rises.

Trading book interest rate VaR and trading
book total VaR results are not comparable
year-on-year as the 2017 figures include the
XVA desk VaR but the 2016 figures do not.
The average level of VaR for the XVA desk in
2017 was 44 per cent lower than in 2016 at
$5.5 milion (2016 $9.8 million).

2017 2016
Average High' Low’ Actual® Average High' Low! Actual®
Trading and non-trading $million $million $million $million $million $million $million $million
Interest rate risk®® 22,6 28.5 18.1 18.7 277 32.7 241 253
Foreign exchange risk 5.5 12.3 3.0 6.0 6.3 12.2 37 94
Commaodity risk 1.2 2.0 0.6 1.0 19 341 1.0 14
Equity risk 57 8.4 6.4 6.7 10.0 131 6.9 81
Total*® 25.7 32.4 20.3 22.3 31.6 38.8 264 299
2017 2016
Average High' Low! Actual? Average High' Low! Actual’
Trading® $million $million $million $million $milion Smillion $million $million
Interest rate risk®® 101 1341 7.7 8.5 6.7 10.3 47 6.8
Foreign exchange risk 5.5 12.3 3.0 6.0 6.3 12.2 37 94
Commodity risk {F2 2.0 0.6 1.0 19 31 1.0 14
Equity risk 0.1 0.4 0.06 0.14 04 1.3 01 01
Total*® 124 156.7 8.3 10.9 10.6 18.7 75 1.6
2017 2016
Average High' Low’ Actual? Average High! Low! Actual®
Non-trading $million $million $million $million $Smilion $million $million $million
Interest rate risk® 19.5 231 14.4 14.4 26.3 31.4 215 22.8
Equity risk 7.6 8.1 6.2 6.6 9.8 125 6.9 8.1
Total* 21.7 27.6 16.3 16.3 30.7 35.1 24.6 27.3

1 Highest and lowest VaR for each risk factor are independent and usually occur on different days

Actual one day VaR at year end date

o b~ W N

Interest rate risk VaR includes credit spread risk arising from securities held for trading or available-for-sale.

The total VaR shown in the tables above is not a sum of the component risks due to offsets between them

Trading book for market risk is defined in accordance with the EU Capital Requirements Regulation (CRDIV/CRR) Part 3 Title | Chapter 3 which restricts the positions permitted in the

trading book. This regulatory definition is narrower than the accounting definition of the trading book within IAS39 ‘Financial Instruments: Recognition and Measurement

6 XVA (Credit and Funding Valuation Adjustment): In 2016 the XVA desk VaR was incompletely reflected in the related total VaR lines as follows:

= Total trading and non-trading VaR and total trading and non-trading interest rate VaR reflected XVA desk VaR but only from 1 August 2016 onwards
= Total trading VaR and trading interest rate VaR figures did not reflect XVA VaR at all in 2016
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RISK REVIEW Risk profile

The following table sets out how trading and non-trading VaR is distributed across the Group’s products:

2017 2016

Average High' Low! Actual? Average High' Low! Actual

$million $million $million $million Smillion Smillion Smillion $milion
Trading and non-trading 25.7 32.4 20.3 22.3 316 38.8 26.4 29.9
Trading*
Rates 5.9 8.6 4.4 5.1 52 8.6 33 5.8
Global foreign exchange 5.5 12.3 3.0 6.0 6.3 12.2 37 9.4
Credit trading and capital markets 4.6 6.9 2.6 4.9 3.0 53 2.2 3.2
Commodities 1.2 2.0 0.6 1.0 19 31 1.0 14
Equities 0.1 0.4 0.1 0.1 04 1.3 01 01
XVA® 5.5 8.3 3.0 3.0 9.8 12.0 6.6 6.6
Total 124 15.7 8.3 10.9 10.6 187 75 116
Non-trading
Asset & liability management 19.5 231 14.4 14.4 26.3 314 215 22.8
Listed private equity 7.6 8.1 6.2 6.6 9.8 12.5 6.9 8.1
Total® 21.7 27.6 16.3 16.3 30.7 35.1 24.6 27.3

1 Highest and lowest VaR for each risk factor are independent and usually occur on different days

Actual one day VaR at year end date

AW N

The total VaR shown in the tables above is not a sum of the component risks due to offsets between them

Trading book for market risk is defined in accordance with the EU Capital Requirements Regulation (CRDIV/CRR) Part 3 Title | Chapter 3 which restricts the positions permitted in the

trading book. This regulatory definition is narrower than the accounting definition of the trading book within IAS39 ‘Financial Instruments: Recognition and Measurement’
5 XVA (Credit and Funding Valuation Adjustment): In 2016 the XVA desk VaR reflects a period from 1 August 2016 to 30 December 2016

Risks not in VaR (unaudited)

In 2017 the main market risk not reflected in
VaR was currency risk where the exchange
rate is currently pegged or managed. The
historical one-year VaR observation period
does not reflect the future possibility of a
change in the currency regime such as
sudden depegging. The other material
market risk not reflected in VaR was
associated with off-the-run bonds. Newly
issued bonds are actively traded (on-the-run),
however off-the-run bonds are less frequently
traded, meaning that historical market price
data for VaR is sometimes more limited.
Additional capital is set aside to cover such
‘risks not in VaR'. For further details on market
risk capital see the Standard Chartered PLC
Pillar 3 Disclosures 2017 section on

market risk.

2017 Backtesting chart

Backtesting (unaudited)

Regulatory backtesting is applied at both
Group and Solo levels. In 2017 there has
been one negative exception at both Group
level and Solo level (in 2016 there was

one exception at Group level and two at
Solo level).

This exception occurred on 18 December
due to yield curve moves in Nigeria. The
Central Bank of Nigeria restarted their liquidity
management open market operations
unexpectedly, filing Nigerian treasury bill
auctions below the lowest bid yields. This
move caused the market to sell-off and
Nigerian Naira yields to rise sharply. One
exception in a year due to market events is
within the ‘green zone’ applied internationally
to internal models by bank supervisors

Internal model approach regulatory trading book at Group level
Hypothetical profit and loss (P&L) versus VaR (99 per cent, one day)

(Basel Committee on Banking Supervision:
‘Supervisory framework for the use of
backtesting in conjunction with the internal
models approach to market risk capital
requirements’, January 1996).

The graph below illustrates the performance
of the VaR model used in capital calculations.
[t compares the 99 percentile loss confidence
level given by the VaR model with the
Hypothetical P&L of each day given the
actual market movement without taking into
account any intra-day trading activity.

< I Hypo PaL
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Financial Markets loss days
2017 2016

Number of loss days reported for Financial Markets trading book total product income? 15 30

1 Reflects total product income for Financial Markets:

= Including CVA and FVA risk.

= Excluding Treasury-Markets business (non-trading) and periodic valuation changes for Capital Markets, expected loss provisions and OIS discounting.
There were fewer Financial Markets loss days in 2017 as market volatility dropped following the events of 2016 which saw a collapse in oil prices,
a Chinese equities sell-off, the UK referendum to leave the European Union (Brexit) and the US presidential election.

Average daily income earned from market risk related activities'

2017 2016
Trading $million $million
Interest rate risk 3.5 4.5
Foreign exchange risk 3.7 4.6
Commodity risk 0.6 0.7
Equity risk - N
Total 7.8 9.8
Non-trading
Interest rate risk 24 18
Equity risk 0.3 0.2
Total 2.7 16

1 Reflects total product income which is the sum of Client Income and Own Account Income. Includes elements of Trading Income, Interest Income and Other Income which are
generated from market risk related activities. XVA income is included under Interest rate risk

Mapping of market risk items to the balance sheet (unaudited)

Market risk contributes only 8.2 per cent of the Group’s regulatory capital risk-weighted asset (RWA) requirement, as shown in the risk-weighted
assets tables (page 188). As highlighted in the VaR disclosure, during 2017 the majority of market risk was managed within Treasury Markets
and Financial Markets, which span both trading book and non-trading book. The non-trading equity market risk is generated by listed private
equity holdings within Principal Finance. Treasury manages the market risk associated with debt and equity capital issuance.

Amounts as Exposure to

per financial Exposure to non-trading

statements trading risk risk

$million $million $million Market risk type

Financial assets
Derivative financial instruments 47,031 46,855 176 Interest rate, foreign exchange, commodity and/or equity risk
Loans and advances to banks 81,325 19,305 62,020 Interest rate and/or foreign exchange risk
Loans and advances to customers 285,553 33,707 251,846 Interest rate and/or foreign exchange risk
Debt securities and other eligible bills 135,842 19,493 116,349 Interest rate mainly, but also foreign exchange and/or equity risk
Equities 2,345 718 1,627 Equities risk mainly, but also interest and/or foreign exchange risk
Other assets 33,490 6,266 27,224 Interest rate, foreign exchange, commodity and/or equity risk
Total 585,586 126,344 459,242
Financial liabilities
Deposits by banks 35,486 - 35,486 Interest rate and/or foreign exchange risk
Customer accounts 411,724 - 411,724 Interest rate and/or foreign exchange risk
Debt securities in issue 53,402 - 53,402 Interest rate mainly, but also foreign exchange and/or equity risk
Derivatives financial instruments 48,101 47,652 449 Interest rate, foreign exchange, commodity and/or equity risk
Short positions 3,637 3,608 29 Interest rate, foreign exchange, commaodity and/or equity risk
Total 562,350 51,260 501,090
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RISK REVIEW Risk profile

Structural foreign exchange exposures

The table below sets out the principal structural foreign exchange exposures (net of investment hedges) of the Group.

2017 2016

$million $milion

Hong Kong dollar 7,119 6,452
Indian rupee 4,806 4,450
Renminbi 3,784 3,370
Singapore dollar 2,972 2,505
Korean won 2,361 2,460
Taiwanese dollar 1,589 2,140
UAE dirham 1,842 1,556
Malaysian ringgit 1,512 1,330
Thai baht 1,277 1,290
Indonesian rupiah 1,090 1,090
Pakistani rupee 543 573
Other 4,000 3,595
32,895 30,811

As at 31 December 2017, the Group had
taken net investment hedges (using a
combination of derivative and non-derivative
financial investments) of $2,003 million (2016:
$1,313 million) to partly cover its exposure to
the Korean won. An analysis has been
performed on these exposures to assess the
impact of a 1 per cent fall in the US dollar
exchange rates, adjusted to incorporate the
impacts of correlations of these currencies to
the US dollar. The impact on the positions
above would be a decrease of $357 miillion
(2016: $225 milion). Changes in the valuation
of these positions are taken to reserves.

For analysis of the Group’s capital position
and requirements, refer to the Capital Review
(page 183)

Liquidity and funding risk

Liquidity and funding risk is the potential that
the Group does not have sufficient financial
resources or stable sources of funding in the
medium or long term, to meet its obligations
as they fall due, or can access these financial
resources only at excessive cost.

The Group’s liquidity and funding risk
framework requires each country to ensure
that it operates within predefined liquidity
limits and remain in compliance with Group
liquidity policies and practices, as well as
local regulatory requirements.

The Group achieves this through a
combination of setting risk appetite and
associated limits, policy formation, risk
measurement and monitoring, prudential
and internal stress testing, governance
and review.

For further information on the Group’s liquidity
and funding risk framework, refer to the Risk
Management Approach (page 171).

In 2017, the Group issued approximately
$1.5 billion of senior debt securities and

$1 billion of Additional Tier 1 (AT1) securities
from its holding company Standard
Chartered PLC (2016: $4.4 billion of term
senior debt, $1.25 billion of subordinated
debt and $2 billion of AT1).

Since the beginning of the year, there were
no significant changes in treasury policies
as disclosed in the 2016 Annual Report
and Accounts.

Primary sources of funding

The Group’s funding strategy is largely driven
by its policy to maintain adequate liquidity at
all times, in all geographic locations and for

all currencies, and hence to be in a position
to meet all obligations as they fall due. The
Group’s funding profile is therefore well
diversified across different sources, maturities
and currencies.

Group’s composition of liabilities 31 December 2017

A substantial portion of our assets are funded
by customer deposits aligned with our policy
to fund customer assets predominantly using
customer deposits. Wholesale funding is
diversified by type and maturity and
represents a stable source of funds for

the Group.

We maintain access to wholesale funding
markets in all major financial centres in which
we operate. This seeks to ensure that we
have market intelligence, maintain stable
funding lines and can obtain optimal pricing
when performing our interest rate risk
management activities.

Debt refinancing levels are low. In the next
12 months approximately $5.6 bilion of
the Group’s holding company senior debt
and subordinated debt are faling due for
repayment either contractually or callable
by the Group.

The information presented in the Liquidity
Pool section (page 152) is on a financial view.
This is the location in which the transaction
or balance was booked and provides a
more accurate view of where liquidity risk

is actually located.

The chart below shows the composition of
liabilities in which customer deposits make up
62.1 per cent of total equity and liabilities as at
31 December 2017, the majority of which are
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current accounts, savings accounts and time
deposits. Our largest customer deposit base
by geography is Greater China & North Asia
(in particular Hong Kong), which holds

45.2 per cent of Group customer accounts.

Liquidity and funding risk metrics
We monitor key liquidity metrics regularly,
both on a country basis and in aggregate
across the Group.

The following Liquidity and Funding Board
Risk Appetite metrics define the maximum
amount and type of risk that the Group is
willing to assume in pursuit of its strategy:

liquidity coverage ratio (LCR), liquidity
stress survival horizons, external wholesale
borrowing and advances to deposits ratio.

Liquidity coverage ratio (LCR) (unaudited)
The LCR is a regulatory requirement set

to ensure that the Group has sufficient
unencumbered high quality liquid assets to
meset its liquidity needs in a 30-calendar-day
liquidity stress scenario.

The Group monitors and reports its liquidity
position under European Commission
Delegated Regulation 2015/ 61 and has
maintained its liquidity position above the
prudential requirement.

At the reporting date, the Group LCR was
146 per cent (2016: 133 per cent) with a
prudent surplus to both Board-approved Risk
Appetite and regulatory requirements. The
ratio increased 13 per cent year-on-year due
to a reduction in net cash outflows as we
focused on high quality liquidity across our
businesses. We also held adequate liquidity
across our footprint to meet all local
prudential LCR requirements, where
applicable.

For a more detailed Group LCR disclosure,
refer to Section 6 of the Group’s 2017 Pillar 3
Disclosures.

2017 2016

$million $million

Liquidity buffer 132,251 136,291
Total net cash outflows 90,691 102,263
Liquidity coverage ratio 146% 133%

Stressed coverage (unaudited)

The Group intends to maintain a prudent and
sustainable funding and liquidity position, in
all presence countries and currencies, such
that it can withstand a severe but plausible
liquidity stress.

Our approach to managing liquidity and
funding risk is reflected in the following Risk
Appetite statement.

“The Group should hold an adequate buffer
of high quality liquid assets to survive extreme
but plausible liquidity stress scenarios for

at least 60 days without recourse to
extraordinary central bank support.”

The Group’s internal liquidity stress testing
framework covers the following stress
scenarios:

> Standard Chartered-specific — this
scenario captures the liquidity impact from
an idiosyncratic event affecting Standard
Chartered only, i.e. the rest of the market
is assumed to operate normally

> Market-wide — this scenario captures the
liquidity impact from a market-wide crisis
affecting all participants in a country, region
or globally

= Combined - this scenario assumes
both Standard Chartered-specific and
Market- Wide events affecting the Group
simultaneously, and is hence the most
severe scenario

All scenarios include, but are not limited to,
modelled outflows for retail and wholesale
funding, off-balance sheet funding risk, cross-
currency funding risk, intraday risk, franchise
risk and risks associated with a deterioration
of a firm'’s credit rating.

Stress testing results show that a positive
surplus was maintained under all scenarios
at 31 December 2017, i.e. the respective
countries included were able to survive for
a period of time as defined under each
scenario. The combined scenario at

31 December 2017 showed the Group
maintaining liquidity resources to survive
greater than 60 days, as per our Risk
Appetite. The results take into account
currency convertibility and portability
constraints across all major presence
countries.

Standard Chartered Bank’s credit ratings as
at 31 December 2017 were A+ with stable
outlook (Fitch), A with stable outlook (S&P)
and At with stable outlook (Moody’s). A
downgrade in the Group’s long-term credit
ratings would increase derivative collateral
requirements and outflows due to rating-
linked liabilities. At 31 December 2017, the
estimated contractual outflow of a two-notch
long term ratings downgrade is $1.3 bilion
(unaudited).

For further information on the Group’s
liquidity stress testing framework refer to the
Risk Management Approach (page 162).

External wholesale borrowing

The Board sets a risk limit to prevent
excessive reliance on wholesale borrowing.
Limits are applied to all branches and
operating subsidiaries in the Group and as
at the reporting date the Group remained
within the Board-approved Risk Appetite.

Advances-to-deposits ratio

This is defined as the ratio of total loans and
advances to customers relative to total
customer accounts. An advances-to-
deposits ratio of below 100 per cent
demonstrates that customer deposits exceed
customer loans as a result of the emphasis
placed on generating a high level of funding
from customers.

The advances-to-deposits ratio (2017
69.4 per cent) increased from the previous
year (2016: 67.6 per cent).

Loans and advances to customers have
increased 12 per cent since the end of 2016
to $286 billion. This growth was largely due to
higher Corporate Finance balances in Hong
Kong and increased retail mortgage lending
in Singapore and Korea, benefiting in part
from favourable foreign exchange movement.
Our repo business also grew over the period
as we benefitted from our deep client
franchise and balance sheet strength.

Customer accounts have also increased

9 per cent from the end of 2016 to $412 billion
as the Group focused on high-quality liquidity
across its businesses with an emphasis

on Retail, Transaction Banking and other
deposits with high liquidity and regulatory
value. Retail current and savings account
balances increased significantly over the
period along with growth in time deposits.

1iodau o1691ENS

1Jodai sio10841q

)
)
=
e
m
s
m
2
>
4
S
o
>
3
i
r
X
m
s
m
=

SjusLWale]S [BIOUBUIS

uonewJoyul Arejusws|ddng

151



162

RISK REVIEW Risk profile

Loans and advances to customers'?
Customer accounts®
Advances-to-deposits ratio

2017 2016
$million $million
285,553 255,896
411,724 378,302
69.4% 67.6%

1. See note 13 of the financial statements (page 229 to 231)

2. Includes reverse repurchase agreements and other similar secured lending of $55,187 milion

3. Includes repurchase agreements and other similar secured borrowing of $39,783 million

Net stable funding ratio (NSFR) (unaudited)
On 23 November 2016 the European
Commission, as part of a package of
risk-reducing measures, proposed a binding
requirement for stable funding (Net Stable
Funding Ratio (NSFR)) at European Union
level. The proposal ams to implement the
European Banking Authority’s interpretation of
the Basel standard on NSFR (BCBS295).

Pending implementation of the final rules, the
Group continues to monitor NSFR in line with
the BCBS'’ final recommendation (BCBS295),
At the last reporting date, the Group NSFR
remained above 100 per cent.

Liquidity pool (unaudited)

The liquidity value of the Group’s LCR eligible
liquidity pool at the reporting date was

$132 billion. The figures in the below table
account for haircuts, currency convertibility
and portability constraints and therefore are
not directly comparable with the consolidated

balance sheet. The pool is held to offset stress
outflows as defined in European Commission
Delegated Regulation 2015/ 61.

The pool decreased $4 bilion year-on-year,
reflecting the improved quality of our funding
base and redeployment of surplus liquidity,
held primarily in Europe & Americas, into
commercial assets. Our liquidity pool
composition also changed over the period as
we increased our holdings of Level 1 LCR
eligible securities and reduced cash and
central bank reserves.

2017
Greater China & ASEAN & Africa & Europe &

North Asia South Asia Middle East Americas Total
$ million $ million $ million $ million $ million

Level 1 securities
Cash and balances at central banks 13,779 2,400 1,708 33,191 51,078
Central banks, governments/public sector entities 28,187 12,265 1,064 24,464 65,980
Multilateral development banks and international organisations - 563 159 8,568 9,290
Other - - - 130 130
Total Level 1 securities 41,966 15,228 2,931 66,353 126,478
Level 2A securities 2,234 825 113 1,147 4,319
Level 2B securities - 246 3 1,206 1,455
Total LCR eligible assets 44,200 16,299 3,047 68,706 132,252

2016
Greater China & ASEAN & Africa & Europe &
North Asia South Asia Middle East Americas Total
$ million $ million $ million $ million $ milion
Level 1 securities

Cash and balances at central banks 14,206 2,878 1,452 45,054 63,590
Central banks, governments/public sector entities 28,304 10,430 1,709 16,271 56,714
Multilateral development banks and international organisations 178 1,362 169 9,178 10,887
Other - - - 200 200
Total Level 1 securities 42,688 14,670 3,330 70,703 131,391
Level 2A securities - 1,848 152 1,597 3,597
Level 2B securities - 59 - 1,244 1,303
Total LCR eligible assets 42,688 16,577 3,482 73,544 136,291

Standard Chartered
Annual Report 2017



Encumbrance (unaudited)

Encumbered assets

Encumbered assets represent on-balance
sheet assets pledged or subject to any form
of arrangement to secure, collateralise or
credit enhance any transaction from which it
cannot be freely withdrawn. Cash collateral
pledged against derivatives and Hong Kong
government certificates of indebtedness,
which secure the equivalent amount of
Hong Kong currency notes in circulation,
are included within Other assets.

Unencumbered - readily available for
encumbrance

Unencumbered assets that are considered
by the Group to be readily available in the
normal course of business to secure funding,

meet collateral needs, or be sold to reduce
potential future funding requirements, and are
not subject to any restrictions on their use for
these purposes.

Unencumbered — other assets capable

of being encumbered

Unencumbered assets that, in their current
form, are not considered by the Group to be
readily realisable in the normal course of
business to secure funding, meet collateral
needs, or be sold to reduce potential future
funding requirements, and are not subject

to any restrictions on their use for these
purposes. Included within this category are
loans and advances which would be suitable
for use in secured funding structures such as
securitisations.

2017

Assets encumbered as a result of

transactions with counterparties

other than central banks

Unencumbered — cannot be encumbered
Unencumbered assets are assets that have
not been pledged and we have assessed
that cannot be used to secure funding,

meet collateral needs, or be sold to reduce
potential future funding requirements.

Derivatives, reverse repurchase assets
and stock lending

These assets are shown separately as these
on-balance sheet amounts cannot be
pledged. However, these assets can give
rise to off-balance sheet collateral, which
can be used to raise secured funding or
meet additional funding requirements.

The following table provides a reconciliation
of the Group’s encumbered assets to
total assets.

Other assets (comprising assets encumbered at the central bank

and unencumbered assets)

Assets Assets not positioned at the central bank
positioned at
the central
bank (ie Other assets
pre- thatare Derivatives
positioned Readily capable of andreverse
As aresult of plus available for being repo/stock Cannotbe
Assets securitisations Other Total encumbered) encumbrance encumbered lending encumbered Total

$million $million  $million  $million $million $million $million $million $million  $million
Cash and balances at
central banks 58,864 - - - 9,761 49,103 - - - 58,864
Derivative financial
instruments 47,031 - - - - - - 47,031 - 47,031
Loans and advances
to banks' 81,325 - - - - 47,380 5,333 21,260 7,352 81,325
Loans and advances
to customers' 285,553 1 - 1 - - 232,328 33,928 19,286 285,542
Investment securities' 138,187 - 8,213 8,213 178 91,928 29,967 - 7,901 129,974
Other assets 33,490 - 14,930 14,930 - - 11,604 - 6,956 18,560
Current tax assets 491 - - - - - - - 491 491
Prepayments and
accrued income 2,307 - - - - - 1,503 - 804 2,307
Interests in associates
and joint ventures 2,307 - - - - - - - 2,307 2,307
Goodwill and intangible
assets 5,013 - - - - - 352 - 4,661 5,013
Property, plant and
equipment 7,211 - - - - - 1,148 - 6,063 7,211
Deferred tax assets 1,177 - - - - - - - 1,177 1,177
Assets classified as
held for sale 545 - - - - - - - 545 545
Total 663,501 11 23,143 23,154 9,939 188,411 282,235 102,219 57,543 640,347

1 Includes assets held at fair value through profit or loss and reverse repurchase agreements and other similar secured lending
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RISK REVIEW Risk profile

Assets encumbered as a result of
transactions with counterparties

other than central banks

2016

Other assets (comprising assets encumbered at the central bank

and unencumbered assets)

Assets not positioned at the central bank

Assets
positioned at
the central Other assets
bank (ie pre- that are Derivatives
positioned Readily capable of  andreverse
As aresult of plus available for being repo/stock Cannot be

Assets  securitisations Other Total encumbered) encumbrance encumbered lending  encumbered Total

$milion Smillion $million $million Smillion Smillion $milion $milion $million $milion
Cash and balances at
central banks 70,706 - - - 8,648 62,058 - - - 70,706
Derivative financial
instruments 65,509 - - - - - - 65,509 - 65509
Loans and advances
to banks' 74,669 - - - - 50,561 4,092 18,568 1,448 74,669
Loans and advances
to customers' 255,896 21 - 21 - - 214,354 26,348 15,173 255,875
Investment securities' 123,812 - 5,868 5,868 35 78,535 33,083 - 6,291 117,944
Other assets 36,940 - 19674 19,674 - - 10,637 - 6,629 17,266
Current tax assets 474 - - - _ _ _ _ 474 474
Prepayments and
accrued income 2,238 - - - - - 887 - 1,351 2,238
Interests in associates
and joint ventures 1,929 - - - - - - - 1,929 1,929
Goodwill and
intangible assets 4,719 - - - - - 109 - 4,610 4,719
Property, plant
and equipment 7,252 - - - - - 1,039 - 6,213 7,252
Deferred tax assets 1,294 - - - - - - - 1,294 1,294
Assets classified as
held for sale 1,254 - - - - - - - 1,254 1,254
Total 646,692 21 25542 25,563 8,683 191,154 264,201 110,425 46,666 621,129

1 Includes assets held at fair value through profit or loss and reverse repurchase agreements and other similar secured lending

2 The 2016 comparatives have been represented to split unencumbered assets to enhance disclosures

The Group received $72,982 million (2016: $54,473 million) as collateral under reverse repurchase agreements that was eligible for repledging;
of this, the Group sold or repledged $34,018 miillion (2016: $33,053 million) under repurchase agreements.

Standard Chartered
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Liquidity analysis of the Group’s
balance sheet

Contractual maturity of assets and
liabilities

The following table presents assets and
liabilities by maturity groupings based on the
remaining period to the contractual maturity
date as at the balance sheet date on a
discounted basis. Contractual maturities do
not necessarily reflect actual repayments

or cashflow.

Within the tables below, cash and balances
with central banks, interbank placements and

investment securities that are available-for-sale

are used by the Group principally for liquidity
management purposes.

At the reporting date, assets remain
predominantly short-dated, with 61 per cent
maturing in under one year. Our less than
three month cumulative net funding gap
increased from the previous year, largely

due to an increase in customer accounts as
the Group focused on improving the quality
of its deposit base. In practice, these
deposits are recognised as stable and have
behavioural profiles that extend beyond their
contractual maturities.

2017
Between Between Between Between Between Between More than
one month three sixmonths nine months one year two years five years
One month and three  months and and nine and one and two and five and
orless months  six months months year years years undated Total
$million $million $million $million $million $million $million $million $million
Assets
Cash and balances at central
banks 49,103 - - - - - - 9,761 58,864
Derivative financial instruments 6,284 7,706 5,930 3,537 2,601 5,427 7,11 8,435 47,031
Loans and advances to banks'? 36,548 21,238 12,042 4,299 3,612 1,588 1,386 612 81,325
Loans and advances to
customers'? 87,794 32,618 17,459 11,357 8,545 17,500 37,237 73,043 285,553
Investment securities 14,185 18,208 13,692 11,213 9,145 22,369 31,660 17,715 138,187
Other assets 19,349 4,466 2,521 105 247 138 127 25,588 52,541
Total assets 213,263 84,236 51,644 30,511 24,150 47,022 77,521 135,154 663,501
Liabilities
Deposits by banks'® 29,365 2,484 1,437 530 730 154 135 651 35,486
Customer accounts'# 327,434 37,178 19,716 10,775 9,321 3,115 1,746 2,439 411,724
Derivative financial instruments 8,018 8,035 6,068 3,544 2,685 5,057 7,794 6,900 48,101
Senior debt 67 273 1,801 53 1,937 5,053 4,747 5,585 19,516
Other debt securities in issue' 4,139 10,616 9,954 2,005 779 1,091 794 4,508 33,886
Other liabilities 20,428 5,988 3,672 671 303 696 897 13,150 45,805
Subordinated liabilities and
other borrowed funds - 116 1,382 - - - 3,887 11,791 17,176
Total liabilities 389,451 64,690 44,030 17,578 15,755 15,166 20,000 45,024 611,694
Net liquidity gap (176,188) 19,546 7,614 12,933 8,395 31,856 57,521 90,130 51,807

1 Loans and advances, investment securities, deposits by banks, customer accounts and debt securities in issue include financial instruments held at fair value through profit or loss,

see note 13 of the financial statements (pages 229 to 231)

2 Loans and advances include reverse repurchase agreements and other similar secured lending borrowing of $55.2 billion

3 Deposits by banks include repurchase agreements and other similar secured borrowing of $3.8 billion

4 Customer accounts include repurchase agreements and other similar secured lending borrowing of $36 billion
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RISK REVIEW Risk profile

2016
Between Between Between Between Between Between
one month three sixmonths  nine months one year two years More than
One month andthree  months and and nine and one and two and five five years
orless months six months months year years years and undated Total

$million $million $million $million $million $million $million $million $million
Assets
Cash and balances at central
banks 62,058 - - - - - - 8,648 70,706
Derivative financial instruments 7,749 10,562 8,263 5,317 4,580 8,472 10,798 9,768 65,509
Loans and advances to banks'? 32,231 23,388 10,667 3,041 2,540 1,240 1,404 158 74,669
Loans and advances to
customers'? 71,483 27,977 17,948 7917 7,839 18,365 32,615 71,752 255,896
Investment securities' 8,600 16,894 11,796 10,496 1,764 19,272 32,626 12,364 123,812
Other assets 23,357 5,379 2,857 195 1,007 60 13 23,132 56,100
Total assets 205,478 84,200 51,531 26,966 27,730 47,409 77556 125,822 646,692
Liabilities
Deposits by banks'® 31,340 2,912 1,115 665 573 629 146 232 37,612
Customer accounts'* 280,329 46,060 25,258 11,135 8,942 2,577 2,119 1,882 378,302
Derivative financial instruments 8,709 9,911 7,661 6,058 4,797 8,969 1,275 8,332 65,712
Senior debt 96 178 1,212 1,500 981 3,347 8,849 3,433 19,591
Other debt securities in issue' 5,916 11,188 6,383 2,687 447 860 748 4,050 32,779
Other liabilities 19,262 6,163 5,003 687 604 1,368 847 10,581 44,515
Subordinated liabilities and
other borrowed funds 22 31 - 1,710 - 978 785 15,997 19,523
Total liabilities 345,674 76,438 47132 24,442 16,344 18,728 24,769 44,507 598,034
Net liquidity gap (140,196) 7,762 4,399 2,524 11,386 28,681 52,787 81,315 48,658

1 Loans and advances, investment securities, deposits by banks, customer accounts and debt securities in issue include financial instruments held at fair value through profit or loss,

see note 13 of the financial statements (pages 229 to 231)

2 Loans and advances include reverse repurchase agreements and other similar secured lending borrowing of $44.9 billion

3 Deposits by banks include repurchase agreements and other similar secured borrowing of $4 bilion

4 Customer accounts include repurchase agreements and other similar secured lending borrowing of $33.7 billion

Behavioural maturity of financial assets
and liabilities

The cashflows presented in the previous
section reflect the cashflows that will be
contractually payable over the residual
maturity of the instruments. However,
contractual maturities do not necessarily
reflect the timing of actual repayments or
cashflow. In practice, certain assets and
liabilities behave differently from their
contractual terms, especially for short-term
customer accounts, credit card balances and
overdrafts, which extend to a longer period
than their contractual maturity. On the other
hand, mortgage balances tend to have a

Standard Chartered
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shorter repayment period than their
contractual maturity date. Expected
customer behaviour is assessed and
managed on a country basis using qualitative
and quantitative techniques, including
analysis of observed customer behaviour
over time.

Maturity of financial liabilities on an
undiscounted basis

The following table analyses the contractual
cashflows payable for the Group’s financial
liabilities by remaining contractual maturities
on an undiscounted basis. The financial
liability balances in the table below will not
agree to the balances reported in the

consolidated balance sheet as the table
incorporates all contractual cashflows, on an
undiscounted basis, relating to both principal
and interest payments. Derivatives not treated
as hedging derivatives are included in the
“On demand” time bucket and not by
contractual maturity.

Within the ‘More than five years and undated’
maturity band are undated financial liabilities,
all of which relate to subordinated debt, on
which interest payments are not included as
this information would not be meaningful
given the instruments are undated. Interest
payments on these instruments are included
within the relevant maturities up to five year.



2017

Between Between Between Between Between Between

one month three sixmonths nine months one year two years More than

One month and three months and and nine and one and two and five five years
orless months  six months months year years years and undated Total
$million $million $million $million $million $million $million $million $million
Deposits by banks 29,427 2,497 1,460 545 743 160 150 697 35,679
Customer accounts 327,501 37,353 20,720 10,901 9,463 3,178 1,840 2,919 413,875
Derivative financial instruments' 47,267 - 3 - 153 166 246 266 48,101
Debt securities in issue 4,287 10,888 11,878 2,141 2,876 6,550 6,163 11,769 56,552

Subordinated liabilities and
other borrowed funds 126 207 1,490 210 166 657 3,726 19,356 25,938
Other liabilities 20,800 6,052 3,676 681 324 720 929 11,241 44,423
Total liabilities 429,408 56,997 39,227 14,478 13,725 11,431 13,054 46,248 624,568
2016
Between Between Between Between Between Between

one month  three months sixmonths ~ nine months one year two years More than

One month and three and six and nine and one and two and five five years
orless months months months year years years  and undated Total
$milion $milion $million $million Smillion Smillion $million $milion $million
Deposits by banks 31,412 2,923 1,123 671 576 644 154 257 37,760
Customer accounts 280,731 46,268 25,539 11,289 9,074 2,622 2177 2,548 380,248
Derivative financial instruments' 62,917 10 - - 876 il 472 1,426 65,712
Debt securities in issue 6,159 11,361 8,228 4,240 1,606 4,574 10,271 9,362 55,801

Subordinated liabilities and

other borrowed funds 173 86 163 1,949 77 1,691 2,724 23,228 30,091
Other liabilities 21,139 6,905 5,059 769 612 1,391 915 11,459 48,249
Total liabilities 402,531 67,553 40,112 18,918 12,821 10,933 16,713 48,280 617,861

1. Derivatives are on the discounted basis

Earnings sensitivity (unaudited)

The following table provides the estimated
impact on the Group’s earnings of a 50 basis
point parallel shock (up and down) across

all yield curves. The sensitivities shown
represent the estimated change in base case
projected net interest income (Nll), plus the
change in interest rate implied income and
expense from FX swaps used to manage
banking book currency positions, under the
two interest rate shock scenarios.

Estimated one-year impact to earnings from a parallel shift in yield curves

at the beginning of the period of:
+ 50 basis points
- 50 basis points

The interest rate sensitivities are indicative

and based on simplified scenarios, estimating

the aggregate impact of an instantaneous
50 basis point parallel shock across all yield
curves over a one-year horizon, including the
time taken to implement changes to pricing
before becoming effective. The assessment
assumes that non-interest rate-sensitive
aspects of the size and mix of the balance
sheet remain constant and that there are no
specific management actions in response
to the change in rates. No assumptions are
made in relation to the impact on credit
spreads in a changing rate environment.

USD bloc
$million

70
(50)

Significant modelling and behavioural
assumptions are made regarding scenario
simplification, market competition, pass-
through rates, asset and liability re-pricing
tenors, and price flooring. In particular, the
assumyption that interest rates of all currencies
and maturities shift by the same amount
concurrently, and that no actions are taken
to mitigate the impacts arising from this are
considered unlikely. Reported sensitivities will
vary over time due to a number of factors
including changes in balance sheet
composition, market conditions, customer
behaviour and risk management strategy
and should therefore not be considered an

income or profit forecast.
2017
HKD, SGD & Other
KRW bloc currency bloc Total
$million $million $million
120 140 330
(100) (140) (290)

As at 31 December 2017, the Group
estimates the one-year impact of an
instantaneous, parallel increase across all
yield curves of 50 basis points would result
in an earnings benefit of $330 million.

The corresponding impact from a parallel
decrease of 50 basis points would result

in an earnings reduction of $290 million.

The benefit from rising interest rates is
primarily from reinvesting at higher yields and
from assets re-pricing faster and to a greater
extent than deposits. The current estimate
indicates that the majority of the earnings
benefit would come from our GCNA region
and from non-USD currencies.

The USD sensitivity is impacted by the
dampening effect due to the asymmetry of
funding Trading Book assets with Banking
Book liabilities. The sensitivities include the
cost of Banking Book liabilities used to fund
the Trading Book, however the revenue
associated with the Trading Book positions
is recognised in net trading income. This
asymmetry in both the up and down
scenarios should be broadly offset within
total operating income.
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RISK REVIEW Risk profile

Operational risk (unaudited)

Operational risks arise from the broad scope
of activities carried out across the Group.
Risks associated with these activities are
mapped into a Group Process Universe
where a standardised operational risk
management approach is applied to
mitigate the risks. We benchmark

practices against industry standards

and regulatory requirements.

A summary of our operational risk
management approach is provided in the
Risk management approach (page 173).

Operational risk profile

The operational risk profile is the Group’s
overall exposure to operational risk, at a
given point in time, covering all applicable

operational risk sub-types. The operational
risk profile comprises both operational

risk events and losses that have already
occurred and the current exposures to
operational risks which, at an aggregate level,
includes the consideration of top risks and
emerging risks.

Operational risk events and losses
Operational losses are one indicator of

the effectiveness and robustness of the
operational risk control environment. In
addition, lessons learnt reviews and root
cause analyses from external and internal
loss events, including near misses, are used
to improve processes and controls.

As at 31 December 2017, recorded
operational losses for 2017 are lower

than 2016. Operational losses in 2017
comprise of unrelated non-systemic events
which were not individually significant.

The largest operational loss recognised as
at 31 December 2017 relates to the Group’s
$17.2 million settlement arising from a US
class action brought against a number

of banks concerning foreign exchange
benchmark rates.

Losses in 2016 include incremental
events that were recognised in 2017 and
reclassification of Basel event types and
Basel business lines. As at 31 December
2017, the largest loss recorded for 2016
relates to a credit loan impairment of
$24.5 million in the Commercial Banking
Basel business line.

The Group’s profile of operational loss events in 2017 and 2016 is summarised in the table below. It shows the percentage distribution of gross

operational losses by Basel business line.

% Loss
Distribution of operational losses by Basel business line 2017 2016
Agency services 3.2% 2.5%
Commercial Banking 7.2% 25.3%
Corporate Finance 4.6% 0.0%
Corporate items 3.8% 10.7%
Payment and settlements 1.6% 7.0%
Retail Banking 39.6% 30.6%
Retail brokerage 0.1% 4.4%
Trading and sales 39.9% 19.5%
1 2016 losses are restated to reflect incremental losses recorded.
The Group’s profile of operational loss events in 2017 and 2016 is also summarised by Basel event type in the table below. It shows the
percentage distribution of gross operational losses by Basel event type:

% Loss
Distribution of operational losses by Basel event type 2017 2016
Business disruption and system failures 0.6% 21%
Client products and business practices 41.8% 10.6%
Damage to physical assets 0.1% 0.0%
Employment practices and workplace safety 0.0% 0.4%
Execution delivery and process management 36.0% 50.7%
External fraud 20.7% 34.2%
Internal fraud 0.8% 2.0%

1 2016 losses are restated to reflect incremental losses recorded

Operational losses are one indicator of the effectiveness and robustness of the operational risk control environment. In addition, lessons learnt
reviews and root cause analyses from external and internal loss events, including near misses, are used to improve processes and controls.

Standard Chartered
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Top risks and emerging risks

A top risk is a risk exposure, or a group of highly correlated risk
exposures, that has the highest potential to breach the Group’s risk
capacity. The objective is to identify those risks that can materially
impact the Group’s risk capacity, and to calibrate metrics as early
warning indicators against undesirable outcomes and performance
under stress. Top risk candidates are identified through a top-down
assessment of concentration of exposures or aggregation of risks.

Top risks

Emerging risks are also considered, both internally from the Group’s
internal operational risk profile and from external events. Given their
significance, top risks attract closer scrutiny from management and
governance committees. Top risks change over time based on the
top-down assessments by management.

The Group’s operational top risks as at 31 December 2017 are shown
in the table below.

Macro-prudential, regulatory, and external risks
> Regulatory non-compliance

> Anti-money laundering and terrorist financing
> International sanctions

> External fraud

> Market misconduct

> Information and cyber security

> Critical third-party vendors

> Additional conduct matters

> Anti-bribery and corruption

Internal processes, systems, and change risks
> Change management

> Data management

> Major systems failure

> Significant business interruption
> Rogue trading

> Internal fraud

> Mis-selling

> Product management

> Collateral and Document management
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RISK REVIEW Risk management approach

Enterprise Risk Management Framework

Risk management is essential to consistent and sustainable performance for all of our
stakeholders and is therefore a central part of the financial and operational management

of the Group. The Group adds value to clients and therefore the communities in which
they operate and generates returns for shareholders by taking and managing risk

Through our Enterprise Risk Management
Framework we manage enterprise-wide
risks, with the objective of maximising
risk-adjusted returns while remaining within
our risk appetite.

In 2017 we completed a thorough review
of our Enterprise Risk Management
Framework and the following key changes
were approved by the Board:

Key changes

> Refreshing our risk culture and Risk
Appetite Statements for our Principal
Risk Types

> Changing our Principal Risk Types
including:

— Elevating Conduct, Compliance,
Financial crime and Information
and cyber security to Principal
Risk Types

Broadening the scope of Country
cross border risk to cover
Country risk

Pension risk is now a risk sub-type
of Market risk

Integrating Strategy risk as part of the
overall Framework. See section on
Strategic Risk Management on the
right which explains how the Group
approaches Strategic risk

Consolidating Capital and Liquidity
risk types into one Principal
Risk Type

> Strengthening risk assessment by
introducing a dynamic risk identification
process

> Further clarity on accountability and
responsibility by strengthening of the
three lines of defence and alignment
with the objectives of the Senior
Managers’ Regime

The new revised Enterprise Risk
Management Framework is effective from
22 January 2018 and will be further
embedded in 2018.

Standard Chartered
Annual Report 2017

Risk culture

The Group’s risk culture provides guiding
principles for the behaviours expected from
our people when managing risk. The Board
has approved a risk culture statement that
encourages the following behaviours and
outcomes:

> An enterprise level ability to identify and
assess current and future risks, openly
discuss these and take prompt actions

> The highest level of integrity by being
transparent and proactive in disclosing
and managing all types of risks

> A constructive and collaborative approach
in providing oversight and challenge, and
taking decisions in a timely manner

> Everyone to be accountable for their
decisions and feel safe using their
judgement to make these considered
decisions

We acknowledge that banking inherently
involves risk-taking and undesired outcomes
will occur from time to time; however, we
shall take the opportunity to learn from our
experience and formalise what we can

do to improve. We expect managers to
demonstrate a high awareness of risk

and control by self-identifying issues and
managing them in a manner that will deliver
lasting change.

Strategic risk
management

The Group approaches strategic risk
management by:

Stress testing

> Including in the strategy review process
an impact analysis on the risk profile from
the growth plans, strategic initiatives and
business model vulnerabilities with the aim
of proactively identifying and managing
new risks or existing risks that need to
be reprioritised

> Including in the strategy review process
a confirmation that growth plans and
strategic initiatives can be delivered within
the approved Risk Appetite and/or
proposing additional Risk Appetite for
Board consideration

> Validating the Corporate Plan against the
approved or proposed Risk Appetite
Statement to the Board. The Board
approves the strategy review and the five
year Corporate Plan with a confirmation
from the Group Chief Risk Officer that
it is aligned with the Enterprise Risk
Management Framework and the
Group Risk Appetite Statement where
projections allow

Roles and responsibilities

Three Lines of Defence model

Roles and responsibilities for risk
management are defined under a Three
Lines of Defence model. Each line of defence
has a specific set of responsibilities for risk
management and control as shown in the
table on the next page.

Senior Managers’ Regime

Roles and responsibilities under the revised
Enterprise Risk Management Framework
are aligned to the objectives of the Senior
Managers’ Regime. The Group Chief Risk
Officer is responsible for the overall
development and maintenance of the
Group’s Enterprise Risk Management
Framework and for identifying material risk
types to which the Group may be potentially
exposed. The Group Chief Risk Officer
delegates effective implementation of the
Principal Risk Type frameworks to risk
framework owners who provide Second
Line of Defence oversight for the Principal
Risk Types.



Lines of Defence Definition

18T

2nd

Srd

The businesses and functions engaged in or supporting
revenue generating activities that own and manage risks

The control functions independent of the First Line that
provide oversight and challenge of risk management
to provide confidence to the Group Chief Risk Officer,
the management team and the Board

The independent assurance provided by the Group Internal
Audit Function, of the effectiveness of controls that support
First Line’s risk management of business activities, and the
processes maintained by the Second Line. Its role is defined
and overseen by the Audit Committee of the Board

Key responsibilities include

> |dentify, monitor and escalate risks and issues to the Second
Line and senior management' and promote a healthy risk

culture and good conduct

> Manage risks within Risk Appetite and ensure laws and
regulations are being complied with

> Ensure systems meet risk data aggregation, risk reporting and
data quality requirements set by the Second Line

= |dentify, monitor and escalate risks and issues to the Group
Chief Risk Officer, senior management' and the Board and
promote a healthy risk culture and good conduct

> Oversee and challenge First Line risk taking activities and

review First Line risk proposals

> Propose Risk Appetite to the Board, monitor and report
adherence to Risk Appetite and intervene to curtail business if
it is not in line with existing or adjusted Risk Appetite

> Set risk data aggregation, risk reporting and data quality

requirements

processes

= Independently assess whether management has identified the
key risks in the business and whether these are reported and
governed in line with the established risk management

= Independently assess the adequacy of the design of controls

and their operating effectiveness

1 Senior management in this table refers to individuals designated as Senior Management Functions (SMF) under the FCA and PRA Senior Managers’ Regime (SMR)

The Risk and Compliance
function

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

> To maintain the Enterprise Risk
Management Framework, ensuring it
remains appropriate to the Group’s
activities, is effectively communicated
and implemented across the Group,
and to administer related governance
and reporting processes

> To uphold the overall integrity of the
Group’s risk/return decisions, and in
particular to ensure that risks are properly
assessed, that risk/return decisions are
made transparently on the basis of this
proper assessment, and that risks are
controlled in accordance with the Group’s
standards and Risk Appetite

> To oversee and challenge the
management of credit, country, market,
operational, reputational, compliance,
conduct, information and cyber security
and financial crime risk types

The independence of the Risk and
Compliance function is to ensure that the
necessary balance in risk/return decisions is
not compromised by short-term pressures to
generate revenues.

In addition, the Risk and Compliance function
is a centre of excellence that provides
specialist capabilities of relevance to risk
management processes in the broader
organisation.

Risk Appetite and profile

We recognise the following constraints which
determine the risks that we are willing to take
in pursuit of our strategy and the
development of a sustainable business:

> Risk capacity is the maximum level of
risk the Group can assume, given its
current capabilities and resources, before
breaching constraints determined by
capital and liquidity requirements and
internal operational capability (including
pbut not limited to technical infrastructure,
risk management capabilities, expertise),
or otherwise failing to meet the
expectations of regulators and law
enforcement agencies

> Risk Appetite is defined by the Group
and approved by the Board. Itis the
maximum amount and type of risk the
Group is willing to assume in pursuit of its
strategy. Risk Appetite cannot exceed
risk capacity

The Board has approved a Risk Appetite
Statement, which is underpinned by a set of
financial and operational control parameters
known as Risk Appetite metrics and
associated thresholds. These directly
constrain the aggregate risk exposures that
can be taken across the Group. The Risk
Appetite Statement is supplemented by an
overarching statement outlining the Group’s
Risk Appetite Principles.

Risk Appetite Principles

The Group Risk Appetite is in accordance
with our overall approach to risk
management and our risk culture. We follow
the highest ethical standards required by our
stakeholders and ensure a fair outcome for
our clients, the effective operation of financial
markets, while at the same time meeting
expectations of regulators and law
enforcement agencies. We set our Risk
Appetite to enable us to grow sustainably
and to avoid shocks to earnings or our
general financial health and to manage

our reputational risk in a way that does

not materially undermine the confidence

of our investors and all internal and

external stakeholders.

Risk Appetite Statement

The Group will not compromise adherence to
its Risk Appetite in order to pursue revenue
growth or higher returns.

Risk control tools such as exposure limits,
underwriting standards, scorecard cut-offs
and policies and other operational control
parameters are used to keep the Group’s
risk profile within risk appetite (and therefore
also risk capacity). The Group’s risk profile

is its overall exposure to risk at a given point
in time, covering all applicable risk types.
Status against Risk Appetite is reported to the
Board Risk Committee and the Group Risk
Committee, including the status of breaches
and remediation plans where applicable.
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RISK REVIEW Risk management approach

The Group Risk Committee, the Group
Financial Crime Risk Committee, the Group
Operational Risk Committee and the Group
Asset and Liability Committee are responsible
for ensuring that our risk profile is managed in
compliance with the Risk Appetite set by the
Board. The Board Risk Committee and the
Board Financial Crime Risk Committee (for
Financial Crime Compliance) advise the
Board on the Risk Appetite Statement and
monitor the Group’s compliance with it.

The individual Principal Risk Types’ Risk Appetite
Statements along with the key associated Risk
Appetite metrics approved by the Board are

set out in the Principal Risks section (pages 165
to 178)

Risk identification and
assessment

Identification and assessment of potential
adverse risk events is an essential first step in
managing the risks of any business or activity.
To ensure consistency in communication we
use Principal Risk Types to classify our risk
exposures. Nevertheless, we also recognise
the need to maintain an overall perspective
since a single transaction or activity may give
rise to multiple types of risk exposure, risk
concentrations may arise from multiple
exposures that are closely correlated, and

a given risk exposure may change its form
from one risk type to another.

Principal Risk Types

To facilitate the above, the Group maintains
a dynamic risk scanning process with inputs
on the internal and external risk environment,
as well as potential threats and opportunities
from the business and client perspectives.

Stress testing

The objective of stress testing is to support
the Group in assessing that it:

> Does not have a portfolio with excessive
concentrations of risk that could produce
unacceptably high losses under severe but
plausible scenarios

> Has sufficient financial resources to
withstand severe but plausible scenarios

> Has the financial flexibility to respond to
extreme but plausible scenarios

> Understands the Group’s key business
model risks, considers what kind of event
might crystallise those risks — even if
extreme with a low likelihood of occurring
— and identifies, as required, actions to
mitigate the likelihood or the impact

Enterprise stress tests include Capital and
Liquidity Adequacy Stress Tests including in
the context of recovery and resolution, and
stress tests that assess scenarios where our
business model becomes unviable, such as
reverse stress tests.

Stress tests are performed at Group, country,
business and portfolio level. Bespoke
scenarios are applied to our market and
liquidity positions as described in the sections
Market risk on page 169 and Liquidity and
funding risk on page 171. In addition to these,
our stress tests also focus on the potential
impact of macroeconomic, geopolitical and
physical events on relevant regions, client
segments and risk types.

The Board delegates approval of stress tests
to the Board Risk Committee, who reviews
the recommendations from the Stress Testing
Committee. The Stress Testing Committee

is appointed by the Group Risk Committee

to review and challenge the stress test
scenarios, assumptions and results.

Based on the stress test results, the Group
Chief Risk Officer and Group Chief Financial
Officer can recommend strategic actions

to ensure that the Group Strategy remains
within the Board-approved Risk Appetite.

Principal risks are those risks that are inherent in our strategy and our business model. These risks are managed through distinct Risk Type
Frameworks (RTF). The RTFs are approved by the Group Chief Risk Officer. The principal risks and associated Risk Appetite Statements are

approved by the Board.

As part of the overall risk management framework review in 2017 we also reviewed our Principal Risk Types. The table below shows the current

Group’s principal risks.
Principal Risks Types
Credit risk

Country risk
Market risk

Capital & liquidity risk

Definition

> Potential for loss due to the failure of a counterparty to meet its agreed obligations to pay the Group
> Potential for default or losses due to political or economic events in a country
> Potential for loss of economic value due to adverse changes in financial market rates or prices

> Capital: potential for insufficient level or composition of capital to support our normal activities

Operational risk

Reputational risk

Compliance

Conduct

Information and cyber security

Financial crime

> Liquidity: potential for failure where we may not have sufficient stable or diverse sources of funding or
financial resources to meet our obligations as they fall due

- Potential for loss resulting from inadequate or failed internal processes and systems, human error, or
from the impact of external events

> Potential for loss of earnings or market capitalisation as a result of stakeholders taking a negative view
of the organisation or its actions

> Potential for regulatory sanctions or loss from a failure on our part to comply with laws or regulations

> Potential regulatory sanctions or loss from a failure on our part to abide by the Group’s Conduct Risk
Management Framework

> Potential for loss from a breach of confidentiality, integrity and availability of the Group’s information
systems and assets through cyber attack, insider activity, error or control failure

> Potential for legal or regulatory penalties, material financial loss or reputational damage resulting
from the failure to comply with applicable laws and regulations relating to International Sanctions,
Anti-Money Laundering and Anti-Bribery and Corruption

> Further details of our principal risks and how these are being managed are set out in the Principal Risks section (pages 165 to 178)

Standard Chartered
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Executive and Board risk
oversight

Overview

The Board has ultimate responsibility for risk
management and is supported by the six
Board-level committees. The Board approves
the Enterprise Risk Management Framework
based on the recommendation from the
Board Risk Committee, which also
recommends the Group Risk Appetite
Statement other than financial crime risk.
Financial crime risk related Risk Appetite is
reviewed and recommended to the Board by
the Board Financial Crime Risk Committee.

The Board appoints the Standard Chartered
Bank Court to maintain a sound system

of internal control and risk management.
The Group Risk Committee, through its
authority received from the Court, oversees
effective implementation of the Enterprise
Risk Management Framework. The Group
Chief Risk Officer, as Chair of the Group
Risk Committee, approves the use of
sub-committees to support the Group

Risk Committee overseeing risk at Business,
Regional, Country, or Principal Risk

Type level.

Risk committee governance structure
I —y

BOARD OF DIRECTORS

The Board Risk Committee receives regular
reports on risk management, including

the Group’s portfolio trends, policies and
standards, stress testing, liquidity and capital
adequacy, and is authorised to investigate
or seek any information relating to an activity
within its terms of reference. The Board

Risk Committee also conducts deep dive
reviews on a rolling basis of different sections
of the consolidated risk information report
that is provided at each scheduled
committee meeting.

Standard

Audit
Chartered Committee Committee and Conduct and
Bank Court Committee Nomination
Committee

Board Risk

Brand Values

Governance

Board Remuneration

Financial Committee
Crime Risk
Committee

Group Risk Committee

Group Operational Risk Committee

Group Financial Crime Risk Committee

Group Information Management
Governance Committee

Stress Testing Committee

IFRS 9 Impairment Committee

Group Reputational Risk Committee

Corporate & Institutional Banking
Risk Committee

Private Banking Risk Committee

Greater China & North Asia
Risk Committee

ASEAN & South Asia Risk Committee
Africa & Middle East Risk Committee

Group Asset and Liability Committee Combined United States Operations
Risk Committee

Operational Balance Sheet Committee

The committee governance structure ensures that risk-taking authority
and risk management policies are cascaded down from the Board to
the appropriate functional, client segment and country-level senior
management and committees. Information regarding material risk issues
and compliance with policies and standards is communicated to the
appropriate country, client segment, functional and Group-level senior

management and committees.

Further details on the role of the Board and its committees in matters of
risk governance are covered in the Directors’ report (pages 53 to 82)
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RISK REVIEW Risk management approach

Group Risk Committee

The Group Risk Committee is responsible
for ensuring the effective management of
risk throughout the Group in support of the
Group’s strategy. The Group Chief Risk
Officer chairs the Group Risk Committee,
whose members are drawn from the
management team. The Committee
determines the overall Enterprise Risk
Management Framework for the Group,
including the delegation of any part of its
authorities to appropriate individuals or
properly constituted sub-committees.

The Committee requests and receives
information to fulfil its governance mandates
relating to the risks to which the Group is
exposed. As with the Board Risk Committee,
the Group Risk Committee and Group Asset
and Liability Committee receive reports

that include information on risk measures,
Risk Appetite metrics and thresholds,

risk concentrations, forward-looking
assessments, updates on specific risk
situations and actions agreed by these
committees to reduce or manage risk.

Group Risk Committee sub-committees
The Corporate & Institutional Banking Risk
Committee (CIBRC) covers risks arising

from activities in Corporate & Institutional
Banking globally and in the Europe &
Americas region as well as Group-wide
Market and Traded Credit Risk. The CIBRC
is chaired by the Chief Risk Officer, Corporate
& Institutional Banking.

The Private Banking Risk Committee covers
risks arising in Private Banking globally
including wealth management. It is chaired by
the Chief Risk Officer, Commercial Banking
and Private Banking.

The three regional risk committees, chaired
by the Chief Risk Officer for each respective
region, cover risks arising from their
respective region including Commercial
and Retail Banking.

The Group Reputational Risk Committee
oversees the implementation of the
reputational risk framework and takes
decisions on material and thematic
reputational risk issues.

Standard Chartered
Annual Report 2017

The Group Operational Risk Committee,
chaired by the Group Head, Operational Risk,
ensures effective management of operational
risk throughout the Group.

The Group Financial Crime Risk Committee,
chaired by the Group Chief Risk Officer,
provides oversight of the effectiveness of
the Group’s policies, procedures, systems,
controls and assurance arrangements
designed to identify, assess, manage,
monitor, prevent and/or detect money
laundering, non-compliance with sanctions,
bribery, corruption and tax crime by

third parties.

The Stress Testing Committee, chaired by the
Global Head, Enterprise Risk Management,
ensures the effective management of capital
and liquidity related enterprise-wide stress
testing in line with the Group’s enterprise-
wide stress testing policy and applicable
regulatory requirements. The Committee
also enforces model governance for Credit
risk, Traded Credit risk and Market risk
throughout the Group in line with Risk
Appetite and in support of Group strategy.
In addition, the Committee approves and
provides oversight over stress testing
models pertaining to Credit risk, Traded
Credit and Market risk, Liquidity risk and
valuation models.

The Group Information Management
Governance Committee, chaired by the
Group Chief Information Officer, ensures that
an effective Group strategy and approach

to data quality management framework,
data quality management strategy, priorities,
standards and metrics are in place and
maintained taking into account the
information-related requirements of

internal and external stakeholders.

The IFRS 9 Impairment Committee,
chaired by the Global Head, Enterprise
Risk Management, ensures the effective
management of expected credit loss
computation as well as stage allocation
of financial assets for quarterly financial
reporting within the authorities set by
the Group Risk Committee.

Group Asset and Liability Committee

Members of the Group Asset and Liability
Committee are drawn principally from the
Court. The Group Asset and Liability
Committee is chaired by the Group Chief
Financial Officer. The Group Asset and
Liability Committee is responsible for
determining the Group’s approach to balance
sheet management and ensuring that, in
executing the Group'’s strategy, the Group
operates within internally approved Risk
Appetite and external requirements relating
to capital, liquidity and leverage risk. It is also
responsible for policies relating to balance
sheet management, including management
of our liquidity, capital adequacy and
structural foreign exchange, and interest
rate exposure and tax exposure.

Combined United States Operations
Risk Committee

The Combined United States Operations
Risk Committee was established in 2016 to
comply with the Dodd-Frank Act section 165
Enhanced Prudential Standards (EPS Rules).
The EPS Rules legislated a number of
enhanced obligations on the US operations
commensurate with its structure, risk

profile, complexity, activities and size. The
Committee receives its authority from the
Court of Standard Chartered Bank and is
chaired by the Group Chief Risk Officer

with membership drawn from the Court of
Standard Chartered Bank and one iNED of
Standard Chartered PLC. Its responsibilities
are drawn from the EPS Rules and pertain
to liquidity, risk governance and oversight.



Principal risks

We manage and control our Principal Risk Types through distinct risk type frameworks,
policies and Board-approved Risk Appetite

Credit risk

The Group defines Credit risk
as the potential for loss due
to the failure of a counterparty
o meet its agreed obligations
to pay the Group

Roles and responsibilities

The Credit Risk Framework for the Group

is set by the Chief Risk Officers for the
Corporate & Institutional Banking,
Commercial Banking and Private Banking,
and Retail Banking segments. The Credit
Risk function is the second line control
function that performs independent
challenge, monitoring and oversight of the
credit risk management practices of the
business and functions engaged in or
supporting revenue generating activities
which constitute the first line of defence.

The first and second lines of defence are
supported by the organisation structure,

job descriptions and delegated authorities.
Additionally, to ensure that credit risks are
properly assessed and are transparent,
credit decisions are controlled in accordance
with the Group’s Risk Appetite and credit
policies and procedures. All segment Credit
Officers in Group, regional and country roles
are accountable to the segment Chief Risk
Officers for credit risk management strategy,
policy and performance.

Mitigation

Group-wide credit policies and standards
are established and approved by the Group
Risk Committee or individuals with authority
delegated by the Risk Authorities policy.
The Group Risk Committee oversees the
delegation of credit approval and loan
impairment provisioning authorities. The
principles for the delegation, review and
maintenance of credit approval authorities
are defined in the Risk Authorities policy.

In addition, there are other Group-wide
policies integral to credit risk management
such as those relating to stress testing, risk
measurement and impairment provisioning.

Policies and procedures specific to each
customer segment are established by
individuals authorised via the Risk Authorities
policy. These are consistent with our
Group-wide credit policies, but are more

Risk Appetite Statement

The Group manages its credit exposures following the principle
of diversification across products, geographies, client segments

and industry sectors

detailed and adapted to reflect the different
risk characteristics across customer
segments. Policies are regularly reviewed and
monitored to ensure they remain effective
and consistent with the risk environment and
Risk Appetite.

The Group credit policies set out the key
considerations for eligibility, enforceability
and effectiveness of credit risk mitigation
arrangements. Potential credit losses from
any given account, client or portfolio are
mitigated using a range of tools such as
collateral, netting agreements, credit
insurance, credit derivatives and guarantees.
The reliance that can be placed on risk
mitigants is carefully assessed in light

of issues such as legal certainty and
enforceability, market valuation, correlation
and counterparty risk of the protection
provider. The requirement for risk mitigation
is, however, not a substitute for the ability to
pay, which is the primary consideration for
any lending decisions.

Collateral types that are eligible as risk
mitigants include: cash; account receivables;
residential, commercial and industrial
property; fixed assets such as motor vehicles,
aircraft, plant and machinery; marketable
securities; commodities; risk participations;
guarantees; derivatives; credit insurance;
and standby letters of credit. Physical
collateral, such as property, fixed assets and
commodities, and financial collateral must
be independently valued and an active
secondary resale market must exist. The
collateral must be valued prior to drawdown
and regularly thereafter as required. The
valuation frequency is at minimum annual,
and more frequent valuations are driven by
the level of price volatility of each type of
collateral and the nature of the underlying
product or risk exposure. For financial
collateral to be eligible for recognition, the
collateral must be sufficiently liquid, and its
value over time sufficiently stable, to provide
appropriate certainty as to the credit

protection achieved. Risk mitigation benefits
may be reduced or removed where the
collateral value is not supported by a recent
independent valuation.

Documentation must be held to enable the
Group to realise the collateral without the
cooperation of the obligor in the event that
this is necessary. For certain types of lending,
typically mortgages or asset financing where
a first charge over the risk mitigant must

be attained, the right to take charge over
physical assets is significant in terms of
determining appropriate pricing and
recoverability in the event of default. Physical
collateral is required to be insured at all imes
against risk of physical loss or damage.

Collateral values are, where appropriate,
adjusted to reflect current market conditions,
the probability of recovery and the period of
time to realise the collateral in the event of
liquidation. Stress tests are performed on
changes in collateral values for key portfolios
to assist senior management in managing
the risks in those portfolios. The Group also
seeks to diversify its collateral holdings across
asset classes and markets.

Where guarantees, credit insurance, standby
letter of credit or credit derivatives are used
as credit risk mitigation, the creditworthiness
of the protection provider is assessed and
monitored using the same credit approval
process applied to the obligor. The main
types of guarantors include banks, insurance
companies, parent companies, governments
and export credit agencies.

Governance Committee
Oversight

At a Board level, the Board Risk Committee
oversees the effective management of
Credit risk and the Board Audit Committee
approves the Group Impairment provisioning
policy and reviews judgements made by
Management on key accounting issues and
significant accounting estimates.
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RISK REVIEW Risk management approach

At the executive level, the Group Risk
Committee delegates the authority for

the management of crediit risk to several
committees — the Corporate & Institutional
Banking Risk Committee, Private Banking
Risk Committee as well as the regional risk
committees for Greater China and North
Asia, ASEAN and South Asia and Africa and
Middle East. These committees are
responsible for overseeing the credit risk
profile of the Group within the respective
business areas and regions. Meetings are
held regularly and the committees monitor all
material credit risk exposures, key internal
developments and external trends, and
ensure that appropriate action is taken.

In addition, there is a Credit Approval
Committee and an Underwriting Committee.
The Credit Approval Committee, appointed
by the Group Risk Committee, reviews and
approves major credit exposures to individual
counterparties, groups of connected
counterparties and portfolios of retall
exposures. The Underwriting Committee,
appointed by the Corporate & Institutional
Banking Risk Committee, approves limits for
the underwriting of securities to be held for
sale, and ensures effective risk management
of underwritten debt securities and
syndicated loans.

Decision making authorities
and delegation

Major credit exposures to individual
counterparties, groups of connected
counterparties and portfolios of retail
exposures are reviewed and approved
by the Credit Approval Committee.

All other credit approval authorities are
delegated by the Group Risk Committee to
individuals based both on their judgement
and experience. These individuals further
delegate credit authorities to individual credit
officers by applying Group Risk Committee
approved delegated Credit Authorities
matrices by customer type or portfolio. These
matrices establish the maximum limits that
the delegated credit officers are authorised
to approve, based on risk-adjusted scales
which take account of the estimated
maximum expected loss from a given
customer or portfolio. In Corporate &
Institutional Banking, Commercial & Private
Banking, the individuals delegating the credit
authorities perform oversight by reviewing
on a monthly basis a sample of the limit
applications approved by the delegated credit
officers. In Retail Banking, credit decisions
are subject to periodic quality control
assessment and assurance checks.

All credit proposals are subject to a robust
credit risk assessment. It includes a
comprehensive evaluation of the client’s
credit quality, including willingness, ability
and capacity to repay. The primary lending
consideration is based on the client’s credit
quality and the repayment capacity from
operating cashflows for counterparties; and

Standard Chartered
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personal income or wealth for individual
borrowers. The risk assessment gives due
consideration to the client’s liquidity and
leverage position. Where applicable, the
assessment includes a detailed analysis of
the credit risk mitigation arrangements to
determine the level of reliance on such
arrangements as the secondary source

of repayment in the event of a significant
deterioration in a client’s credit quality
leading to default. Lending activities that
are considered as higher risk or non-
standard are subjected to stricter minimum
requirements and require escalation to a
senior credit officer or authorised body.

Monitoring

We regularly monitor credit exposures,
portfolio performance, and external trends

that may impact risk management outcomes.

Internal risk management reports that are
presented to risk committees contain
information on key political and economic
trends across major portfolios and countries;
portfolio delinquency and loan impairment
performance.

Credit risk committees meet regularly to
assess the impact of external events and
trends on the Group’s credit risk portfolios
and to define and implement our response in
terms of the appropriate changes to portfolio
shape, portfolio and underwriting standards,
risk policy and procedures.

Clients or portfolios are subjected to
additional review when they display signs of
actual or potential weakness; for example,
where there is a decline in the client’s position
within the industry, financial deterioration, a
breach of covenants, non-performance of

an obligation within the stipulated period,

or there are concemns relating to ownership
or management.

Such accounts and portfolios are subjected
to a dedicated process overseen by the
Credit Issues Committees in the relevant
countries where client account strategies and
credit grades are re-evaluated. In addition,
remedial actions are agreed and monitored.
Remedial actions include, but are not
limited to, exposure reduction, security
enhancement, exiting the account or
immediate movement of the account into
the control of Group Special Assets
Management, our specialist recovery unit
for Corporate & Institutional Banking,
Commercial Banking & Private Banking.

For Retail Banking exposures, portfolio
delinquency trends are monitored
continuously at a detailed level. Individual
customer behaviour is also tracked and
considered for lending decisions. Accounts
that are past due or charged-off are subject
to a collections or recovery process
respectively, and managed independently
by the Risk function. In some countries,
aspects of collections and recovery activities
are outsourced.

Credit rating and measurement

Risk measurement plays a central role,
along with judgement and experience,
in informing risk-taking and portfolio
management decisions.

Since 1 January 2008, we have used the
advanced internal ratings-based approach
under the Basel Il regulatory framework to
calculate credit risk capital requirements.

A standard alphanumeric credit risk grade
system for Corporate & Institutional Banking
and Commercial Banking is used. The
numeric grades run from 1 to 14 and some of
the grades are further sub-classified. Lower
numeric credit grades are indicative of a lower
likelihood of default. Credit grades 1 to 12

are assigned to performing customers, while
credit grade 13 and 14 are assigned to
non-performing or defaulted customers. An
analysis by credit quality of those loans that
are neither past due nor impaired is set out in
the Risk Profile section (pages 126 to 127).

Retail Banking internal ratings-based
portfolios use application and behaviour
credit scores that are calibrated to generate a
probability of default and then mapped to the
standard alphanumeric credit risk grade
system. We refer to external ratings from
credit bureaus (where these are available);
however, we do not rely solely on these to
determine Retail Banking credit grades.

Advanced internal ratings-based models
cover a substantial majority of our exposures
and are used in assessing risks at a customer
and portfolio level, setting strategy and
optimising our risk return decisions. Material
internal ratings-based risk measurement
models are approved by the Stress Testing
Committee on the recommendation of

the Credit Model Assessment Committee.
The Credit Model Assessment Committee
approves all other internal ratings-based risk
measurement models, with key decisions
noted to the Stress Testing Committee. Prior
to review by the Credit Model Assessment
Committee, all internal ratings-based models
are validated in detail by a model validation
team which is separate from the teams that
develop and maintain the models. Models
undergo annual validation by the model
validation team. Reviews are also triggered

if the performance of a model deteriorates
materially against predetermined thresholds
during the ongoing model performance
monitoring process which takes place
between the annual validations.

Credit concentration risk

Credit concentration risk may arise from a
single large exposure to a counterparty or a
group of connected counterparties, or from
multiple exposures across the portfolio that
are closely correlated. Large exposure
concentration risk is managed through
concentration limits set by a counterparty or a
group of connected counterparties based on
control and economic dependence criteria.



Risk Appetite metrics are set at portfolio level
and monitored to control concentrations,
where appropriate, by industry, specific
products, tenor, collateralisation level, top 20
concentration and exposure to holding
companies. Single name credit concentration
thresholds are set by a Client Group
depending on credit grade, and by customer
segment. For concentrations that are material
at a Group level, breaches and potential
breaches are monitored by the respective
governance committees and reported to the
Group Risk and Board Risk Committees.

Traded products

Credit risk from traded products derives
from the positive mark-to-market value of the
underlying instruments, and an additional
component to cater for potential future
market movements. This counterparty credit
risk is managed within the Group’s overall
credit Risk Appetite for corporate and
financial institutions. In addition to analysing
potential future movements, the Group uses
various single and multi-risk factor stress
test scenarios to identify and manage
counterparty credit risk across derivatives
and securities financing transactions.

The Group uses bilateral and multilateral
netting to reduce pre-settlement and
settlement counterparty credit risk. Pre-
settlement risk exposures are normally netted
using bilateral netting documentation in legally
approved jurisdictions. Settlement exposures
are generally netted using Delivery versus
Payments or Payment versus Payments
systems. Master netting agreements are
generally enforced only in the event of

default. In line with International Accounting
Standards (IAS) 32, derivative exposures

are presented on a net basis in the financial
statements only if there is a legal right to
offset and there is intent to settle on a net
basis or realise the assets and liabilities
simultaneously.

In addition, the Group enters into credit
support annexes (CSAs) with counterparties
where collateral is deemed a necessary or
desirable mitigant to the exposure. Further
details on CSAs are set out in the Risk Profile
section (page 141). The netting and collateral
enforceability status of previously approved
jurisdictions is periodically reviewed. This is
undertaken as and when industry opinions
are updated or where a change in the law or
significant event in a relevant jurisdiction
requires a re-assessment of the conclusions
previously drawn under the existing opinion.

Wrong-way risk occurs when an exposure
increase is coupled with a decrease in the
credit quality of the obligor. Specifically, as the
mark-to-market on a derivative contract or a
repurchase agreement contract increases

in favour of the Group, the driver of this
mark-to-market change also reduces the

ability of the counterparty to meet its
payment, margin call or collateral posting
requirements. The Group employs various
policies and procedures to ensure that
wrong-way risk exposures are identified,
measured and managed.

Securities

The limits for the underwriting of securities

to be held for sale are approved by the
Underwriting Committee, under the authority
of the Corporate & Institutional Banking Risk
Committee. The limits contain the overall size
of the securities inventory, the maximum
holding period, the daily value at risk, the
sensitivity to interest rate and credit spread
moves. The Underwriting Committee
approves individual proposals to underwrite
new security issues for our clients.

Day-to-day credit risk management activities
for traded securities are carried out by a
specialist team within the Risk function
whose activities include oversight and
approval within the levels delegated by the
Underwriting Committee. Issuer credit risk,
including settliement and pre-settlement risk,
and price risks are controlled by the Risk
function. Where an underwritten security

is held for a period longer than the target
sell-down period, the final decision on
whether to sell the position rests with the
Risk function.

Loan impairment

A loan is impaired when we assess that we
will not recover a portion of the contractual
cashflows. Impaired loans are classified

as follows:

> In Corporate & Institutional Banking,
Commercial Banking & Private Banking,
aloan is considered impaired where
analysis and review indicate that full
payment of either interest or principal,
including the timeliness of such payment,
is questionable, or as soon as payment of
interest or principal is 90 days overdue.
Impaired accounts are managed by our
Group Special Assets Management
recovery unit, GSAM, which is
independent from our main businesses

> In Retail Banking, a loan is considered
impaired when it meets certain defined
threshold conditions in terms of overdue
payments (contractual impairment) or
meets other objective conditions such as
bankruptcy, debt restructuring, fraud or
death. A loan is considered delinquent (or
past due), when the customer has failed
to make a principal or interest payment in
accordance with the loan contract. These
threshold conditions are defined in policy
and are set at the point where empirical
evidence suggests that the client is unlikely
to meet their contractual obligations or a
loss of principal is expected

The Group’s loan loss provisions are
established to recognise incurred impairment
losses either on specific loan assets or within
a portfolio of loans and advances. Individually
impaired loans are those loans against which
individual impairment provisions (lIP) have
been raised.

Provisions are taken in the form of:
> Individually impaired provisions (IIP)

> Portfolio impairment provisions (PIP) held
to cover the inherent risk of losses which,
although not identified, are known through
experience to be present in any loan
portfolio

More information on the components of
these calculations for Corporate & Institutional
Banking, Commercial Banking & Private
Banking, as well as Retail Banking, can be
found in note 8 of the financial statements.

Estimating the amount and timing of future
recoveries involves significant judgement, and
considers the assessment of matters such as
future economic conditions and the value of
collateral, for which there may not be a readily
accessible market.

Loan losses that have been incurred but have
not been separately identified at the balance
sheet date are determined by taking into
account past loss experience as a result of
uncertainties arising from the economic
environment, and defaults based on portfolio
trends. Actual losses identified could differ
significantly from the impairment provisions
reported, for example, as a result of
uncertainties arising from the economic
environment.

The total amount of the Group’s impairment
provision is inherently uncertain, being
sensitive to changes in economic and credit
conditions across the regions in which the
Group operates. Economic and credit
conditions are interdependent within each
geography and as a result there is no single
factor to which the Group’s loan impairment
provisions as a whole are sensitive. It is
possible that actual events over the next year
will differ from the assumyptions built into our
model, resulting in material adjustments to
the carrying amount of loans and advances.

Effective from 1 January 2018, the
impairment requirements of IFRS 9 Financial
Instruments are being adopted. More
information can be found in note 41 of the
financial statements.
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RISK REVIEW

Country risk

The Group defines Country
risk as the potential for default
or losses due to political or
economic events in a country

Roles and responsibilities

The Global Head, Enterprise Risk
Management is responsible for the
management and control of Country Risk
across the Group with the day-to-day
management and control activities delegated
to the Global Head, Country Risk. They are
supported by the Regional Chief Risk Officers
and Country Chief Risk Officers who provide
second line oversight and challenge to the
first line country risk management activities.
The first line ownership of country risk resides
with the country CEOs who are responsible
for the implementation of policy and allocation
of approved country risk limits across relevant
businesses and product lines, as well as the
identification and measurement of country
risks and communication of these and any
non-compliance to policy to the second line.

Mitigation

Policies and procedures are developed and
deployed to put in place standards and
controls that all countries must follow to
ensure effective management of country risk.
The policies include standards for the
acceptance and effective management of
country risk in particular around identification,
measurement, reporting and setting, and

the calibration and allocation of country risk
limits. The procedures outline the process for
country risk limit setting, monitoring and
reporting exposures.

Governance Committee
Oversight

At a Board level, the Board Risk Committee
oversees the effective management of
Country risk. At the executive level, the Group
Risk Committee is responsible for approving
policies and control risk parameters,
monitoring material risk exposures and
directing appropriate action in response to

Standard Chartered
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Risk management approach

Risk Appetite Statement

The Group manages its country cross-border exposures following the
principle of diversification across geographies and controls the business
activities in line with the level of jurisdiction risk

material risk issues or themes that come to
the Committee’s attention that relate to
Country risk. The Group Risk Committee
delegates the management of Country risk to
the Group Country Risk function. At a country
level, the Country Risk Committee (or
Executive Risk Committee for subsidiaries) is
responsible for monitoring all risk issues for
their given country, including Country risk.

Decision making authorities
and delegation

Decision making and approval authorities

are guided by reference levels for countries.
Reference levels are guidelines to set country
limits in respect of Country risk. The reference
levels are assessed by the Group Country
Risk function and are functionally derived
from factors including: Group Tier 1 capital,
sovereign risk grade, with adjustment for
transfer risk; Group strategy, through Country
tiering; portfolio composition (short and
medium-term) and Country’s total foreign
currency earnings.

Monitoring

Monitoring and reporting is included in the
policy and procedures and covers the
monitoring of exposures relative to Risk
Appetite thresholds and limits, and the
reporting of material exposures to internal
committees and externally. The Group Risk
Committee monitors Risk Appetite thresholds
on a traffic-light indicator basis which provide
an early warning indicator of stress and
concentration risk. An escalation process to
the Board Risk Committee is in place based
on the traffic-light indicators monitoring
system. In addition, the Group Risk
Committee and the Board Risk Committee
receive regular reports on exposures in
excess of 1 per cent of total Group assets.



Market risk

The Group defines Market risk
as the potential for loss of
economic value due to
adverse changes in financial
market rates or prices

Roles and responsibilities

The Market Risk Framework, which sets the
roles and responsibilities in respect of Market
risk for the Group, is owned by the Global
Head, Market and Traded Credit Risk
(MTCR). The front office acting as first line

of defence is responsible for the effective
management of market risks. The Market
Risk Function is the second line control
function that performs independent
challenge, monitoring and oversight of the
market risk management practices of the first
line of defence. The first and second lines of
defence are supported by the organisation
structure, job descriptions and authorities
delegated by market risk control owners.

Mitigation

The Group controls its trading portfolio and
activities to ensure that market risk losses
(financial or reputational) do not cause
material damage to the Group’s franchise by
assessing the various market risk factors.
These are captured and analysed using
proprietary and custom built analytical tools,
in addition to risk managers’ specialist market
and product knowledge.

MTCR has market risk policies and
procedures in place ensuring that appropriate
market risk limits are implemented. The
Group’s market risk exposure is aligned with
its appetite for market risk and assessing
potential losses that might be incurred by the
Group as a consequence of extreme but
plausible events.

Market risk limits are applied as required by
the Market Risk Limits Policy and related
procedures. All businesses incurring market
risk must do so in compliance with the
Market Risk Limits Policy. The Policy requires
that market risk limits are defined at a level
appropriate to ensure that the Group remains
within market Risk Appetite. The market Risk
Appetite metrics are defined in terms of VaR
and stress loss, therefore all material market
risks must be captured by these metrics. All
exposures throughout the Group that the
MTCR function is responsible for aggregate

Risk Appetite Statement

The Group should contral its trading porticlio and activities to ensure

that market risk losses (financial or reputational) do not cause material

damage to the Group's franchise

up to MTCR’s Group-level reporting. This
aggregation approach ensures that the limits
structure across the Group is consistent with
the Group’s Risk Appetite.

The Market Risk Stress Testing Policy is
designed to ensure that adherence to Group
market risk stress appetite is achieved.

Stress testing aims at supplementing other
risk metrics used within the bank by providing
a forward-looking view of positions and an
assessment of their resilience to stressed
market conditions. Stress testing is
performed on all Group businesses with
market risk exposures, either where the risk is
actively traded or where material risk remains.
This additional information is used to inform
the management of the market risks taken
within the Group. The outcome of stress tests
is discussed across the various business
lines and management levels so that existing
and potential risks can be reviewed and
related management actions can be decided
upon where appropriate.

Policies are reviewed and approved by the
Global Head, MTCR annually to ensure their
ongoing effectiveness and sustainability.

Stress testing

Losses beyond the 97.5 per cent confidence

interval are not captured by a VaR calculation,
which therefore gives no indication of the size
of losses in tail event situations.

The VaR measurement is complemented by
weekly stress testing of market risk
exposures to highlight the potential risk that
may arise from extreme market events that
are deemed rare but plausible.

Stress testing is an integral part of the market
risk management framework and considers
both historical market events and forward-
looking scenarios. A consistent stress testing
methodology is applied to trading and
non-trading books. The stress testing
methodology assumes that scope for
management action would be limited during
a stress event, reflecting the decrease in
market liquidity that often occurs.

Stress scenarios are regularly updated to
reflect changes in risk profile and economic
events. The MTCR function reviews stress
testing results and, where necessary,
enforces reductions in overall market risk
exposure. The Group Risk Committee
considers the results of stress tests as part
of its supervision of Risk Appetite.

Regular stress test scenarios are applied

to interest rates, credit spreads, exchange
rates, commaodity prices and equity prices.
This covers all asset classes in the Financial
Markets banking and trading books.

Ad hoc scenarios are also prepared,
reflecting specific market conditions and for
particular concentrations of risk that arise
within the business.

Governance Committee
Oversight

At a Board level, the Board Risk Committee
oversees the effective management of
Market risk. At the executive level, the Group
Risk Committee delegates responsibilities to
the Corporate & Institutional Banking Risk
Committee (CIBRC) to act as the primary risk
governance body for market risk and to the
Stress Testing Committee for stress testing
and model risk. The Group Risk Committee
also delegates limit authority to the Global
Head, MTCR who is responsible for the
market risk.

Decision making authorities
and delegation

The Group’s Risk Appetite Statement, along
with the key associated Risk Appetite metrics,
is approved by the Board, and responsibility
for market risk limits is then tiered accordingly.

Subject to the Group’s Risk Appetite for
market risk, the Group Risk Committee sets
Group-level market risk limits and delegates
authority for the supervision of all other
market risk limits to the CIBRC and Market &
Traded Credit Risk.
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RISK REVIEW Risk management approach

Major business limits are reviewed and
approved by the CIBRC. The committee is
responsible for determining which major
business limits meet the criteria for
categorisation. The CIBRC is appointed
by the Group Risk Committee.

All other market risk limit approval authorities
are delegated by the Global Head, MTCR to
individual market risk managers. Additional
limits are placed on specific instruments and
position concentrations where appropriate.
Sensitivity measures are used in addition to
VaR as risk management tools. Authorities
are reviewed at least annually to ensure they
remain appropriate and to assess the quality
of decisions taken by the authorised
individual. Key risk-taking decisions are made
only by certain individuals or committees
with the skills, judgement and perspective to
ensure that the Group’s control standards
and risk-return objectives are met.

Authority delegators are responsible for
monitoring the quality of the risk decisions
taken by their delegates and the ongoing
suitability of their authorities.

VaR

The Group applies VaR as a measure of the
risk of losses arising from future potential
adverse movements in market rates, prices
and volatilities. VaR, in general, is a
quantitative measure of market risk that
applies recent historical market conditions to
estimate the potential future loss in market
value that will not be exceeded in a set time
period at a set statistical confidence level.
VaR provides a consistent measure that can
be applied across trading businesses and
products over time and can be set against
actual daily trading profit and loss outcome.

VaR is calculated for expected movements
over a minimum of one business day and

to a confidence level of 97.5 per cent. This
confidence level suggests that potential daily
losses in excess of the VaR measure are likely
to be experienced six times per year.

The Group applies two VaR methodologies:

> Historical simulation: involves the
revaluation of all existing positions to reflect
the effect of historically observed changes
in market risk factors on the valuation of the
current portfolio. This approach is applied
for general market risk factors and the
majority of specific (credit spread) risk VaR,;

2> Monte Carlo simulation: this methodology
is similar to historical simulation but with
considerably more input risk factor
observations. These are generated by
random sampling techniques, but the
results retain the essential variability and
correlations of historically observed risk
factor changes. This approach is applied
for some of the specific (credit spread) risk
VaR in relation to idiosyncratic exposures in
credit markets

In both methods a historical observation
period of one year is chosen and applied.

Standard Chartered
Annual Report 2017

VaR is calculated on our exposure as at

the close of business, generally UK time.
Intra-day risk levels may vary from those
reported at the end of the day.

A small proportion of market risk generated
by trading positions is not included in VaR or
cannot be appropriately captured by VaR.
This is recognised through a Risks-not-in-VaR
framework, which estimates these risks and
applies capital add-ons.

To assess their ongoing performance, VaR
models are backtested against actual results.

See an analysis of VaR and backtesting
results in 2017 in the Risk Profile section
(pages 147 to 148).

Monitoring

MTCR monitors the overall portfolio risk and
ensures that it is within specified limits and
therefore Risk Appetite. The annual and
mid-year limit review processes provide
opportunities for the business and MTCR
to review risk in light of performance.

Market risk exposures are monitored daily
against approved limits. Intra-day risk
exposures may vary from those reported at
the end of the day. Limit excess approval
decisions are informed by factors such as an
assessment of the returns that will result from
an incremental increase to the business risk
exposure. Limits and excesses can only be
approved by a market risk manager with the
appropriate delegated authority.

Stress testing is the basis for internal
economic capital and economic profit
reporting for market risk. Incremental Risk
Charge is also used to reflect credit default
and migration risk. Financial Markets traders
may adjust their market risk exposures within
approved limits and assess risk/reward
trade-offs according to market conditions.

In addition, stress scenario analysis is
performed on all market risk exposures in
Financial Markets and in portfolios outside
Financial Markets such as Syndicated Loans
and Principal Finance. MTCR reports and
monitors limits applied to stressed exposures.
Stress loss excesses are discussed with the
business and approved where appropriate
based on delegated authority levels. Stress
loss excesses are reported to CIBRC. Where
required by local statute or regulation,
MTCR’s Group and business-wide stress
and scenario testing will be supplemented
by entity stress testing at a country level.

This stress testing is coordinated at the
country level and subject to the relevant

local governance.



Capital and liquidity risk

The Group defines capital risk
as the potential for insufficient
level or composition of capital to
support our normal activities,
and liquidity risk as the potential
for failure where we may not
have sufficient stable or diverse
sources of funding or financial
resources to mest our
obligations as they fall due

Roles and responsibilities

The Treasurer is responsible for developing
a risk framework for capital and liquidity
risk and for complying with regulatory
requirements at a Group level. The Treasury
and Finance functions provide independent
challenge and oversight of the first line risk
management activities relating to capital
and liquidity risk. In country, the Treasurer
is supported by Treasury and Finance in
implementing the capital and liquidity
framework.

Mitigation

The Group develops policies to address
material capital and liquidity risks and aims to
constrain its risk profile within Risk Appetite.
Risk Appetite is set for the Group and
cascaded down to the countries as limits.
The Group also maintains a Recovery Plan
which is a live document to be used by
management in a liquidity or solvency

crisis. The Recovery Plan includes a set of
Recovery Indicators, an escalation framework
and a set of management actions that could
be effectively implemented in a liquidity
stress. A Recovery Plan is also maintained
within each major country.

The approach to mitigation is detailed
further below:

Capital Planning

On an annual basis, strategic business
and capital plans are drawn up covering a
five-year horizon and are approved by the
Board. The capital plan ensures that
adequate levels of capital and an efficient
mix of the different components of capital
are maintained to support our strategy and
business plans. Treasury is responsible for
the ongoing assessment of the demand for
capital and the updating of the Group’s
capital plan.

Risk Appetite Statement

The Group maintains a strong capital position, including the
maintenance of management buffers sufficient to support its strategic
aims, and holds an adequate buffer of high quality liquid assets to
survive extreme but plausible liquidity stress scenarios for at least

60 days without recourse to extraordinary central bank support

Capital planning takes the following into
account:

> Current regulatory capital requirements
and our assessment of future standards

> Demand for capital due to the business
and loan impairment outlook and potential
market shocks or stresses

> Available supply of capital and capital
raising options

The Funding Plan is also developed to ensure
we have a credible plan to manage the future
demand and supply of funds in a prudent yet
commercially effective manner.

Structural FX Risk

The Group’s structural position results from
the Group’s non-USD investment in the share
capital and reserves of subsidiaries and
branches. The FX translation gains or losses
are recorded in the Group’s ‘Translation
Reserves’ with a direct impact on the Group’s
CET1 ratio.

The Group contracts hedges to manage its
structural FX position in accordance with a
Board-approved Risk Appetite, and as a
result the Group has taken net investment
hedges (using a combination of derivative
and non-derivative financial investments) to
partly cover its exposure to the Korean won,
Chinese renminbi and Taiwanese dollar to
mitigate the FX impact of such positions on
its capital ratios.

Liquidity and Funding Risk

At Group and country level we implement
various business-as-usual and stress risk
metrics and monitor these against limits.
This ensures that the Group maintains an
adequate and well-diversified liquidity buffer
and stable funding base. The approach to
managing the risks and the Board-approved
Risk Appetite metrics are assessed annually
through the Internal Liquidity Adequacy
Assessment Process.

Earnings Risk

Interest rate re-pricing risk is managed
centrally by Treasury Markets within market
risk limits. The governance of Earnings

Risk will develop through 2018 in line with
regulatory guidelines for interest rate risk

in the banking book. This will focus on
implementing this risk type within the Group’s
Enterprise Risk Management Framework
supported by formal delegations of authority,
additional policies and methodologies, data
and model governance, a broader suite of
Risk Appetite metrics, limits, and ongoing
reporting and monitoring of exposures
against these.

Stress testing

Stress testing and scenario analysis are an
integral part of the capital and liquidity
framework, and are used to ensure that the
Group’s internal assessment of capital and
liquidity consider the impact of extreme but
plausible scenarios on its risk profile. They
provide an insight into the potential impact of
significant adverse events on the Group’s
capital and liquidity position and how these
could be mitigated through appropriate
management actions to ensure the Group
remains within the approved Risk Appetite
and regulatory limits.
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